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HISTORY OF THE FUND

PineBridge Mutual Funds, which was organized as a Delaware business trust under the laws of
the State of Delaware on October 28, 1996, became a Delaware statutory trust by operation of law on
September 1, 2002. On January 29, 2010, the name of the trust was changed from Brazos Mutual Funds
to PineBridge Mutual Funds (the “Trust”). The Trust is registered with the Securities and Exchange
Commission (“SEC”) as an open-end management investment company. The Trust’s principal office is
located at 399 Park Avenue, 4™ Floor, New York, New York, 10022. The Trust consists of various series
that represent separate investment portfolios, including the Fund. PineBridge Investments LLC
(“PineBridge” or the “Adviser”) serves as the investment adviser to the Trust.

INVESTMENT POLICIES

The following discussion describes the Fund’s investment policies as well as the types of
securities in which it may invest. Each type of investment is subject to certain risks. The discussion
below supplements information contained in the Prospectus relating to investment policies of the Fund.

The Fund seeks to achieve its investment objective through the use of merger and acquisition
(“M&A)” arbitrage. The Fund has a policy of investing, under normal market conditions, primarily in
equity securities of companies that are involved in publicly announced mergers, takeovers, tender offers,
leveraged buyouts and other corporate reorganizations (“Publicly Announced M&A Transactions™).
Shareholders will be provided with at least 60 days’ prior written notice of any change in the Fund’s
investment policy.

Non-Diversification. The Fund is non-diversified under the Investment Company Act of 1940,
as amended (the “1940 Act”), which means that it may have larger holdings in a smaller number of
issuers compared to diversified funds. However, to qualify as a regulated investment company under the
Internal Revenue Code of 1986, as amended (the “Code”), the Fund intends to continue to comply, as of
the end of each quarter of its taxable year, with certain diversification requirements imposed by the Code.
Pursuant to these requirements, at the end of each such quarter, the Fund, among other things, will not
have investments in the securities of any one issuer (other than U.S. Government securities and other
regulated investment companies) of more than 25% of the value of the Fund’s total assets. In addition, at
that time, the Fund, with respect to 50% of its total assets, will not have investments in the securities of
any issuer equal to more than 5% of the Fund’s total assets and will not purchase more than 10% of the
outstanding voting securities of any one issuer.

Focusing investments in a small number of issuers or industries increases risk. Funds that are
“non-diversified” may invest a greater percentage of their assets in the securities of a single issuer than
funds that are “diversified.” Funds that invest in a relatively small number of issuers are more susceptible
to risks associated with a single economic, political or regulatory occurrence than a more diversified fund
might be. Some of those issuers also may present substantial credit or other risks.

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




investments as soon as practicable while trying to maximize the return to its shareholders.

llliquid and Restricted Securities. No more than 15% of the value of the Fund’s net assets may
be invested in illiquid securities including repurchase agreements that have a maturity of longer than
seven days, interest-rate swaps, currency swaps, caps, floors and collars, or other securities that are
illiquid by virtue of the absence of a readily available market or legal or contractual restrictions on resale.
Historically, illiquid securities have included securities subject to contractual or legal restrictions on
resale, because they have not been registered under the Securities Act of 1933, as amended (the
“Securities Act”), securities that are otherwise not readily marketable, and repurchase agreements having
a maturity of longer than seven days. Repurchase agreements subject to demand are deemed to have a
maturity equal to the notice period. Securities that have not been registered under the Securities Act are
referred to as private placements or restricted securities and are purchased directly from the issuer or in
the secondary market. Mutual funds do not typically hold a significant amount of these restricted or other
illiquid securities because of the potential for delays on resale and uncertainty in valuation. Limitations
on resale may have an adverse effect on the marketability of portfolio securities and a mutual fund might
be unable to dispose of restricted or other illiquid securities promptly or at reasonable prices and might
thereby experience difficulty satisfying redemptions within seven days. A mutual fund might also have to
register such restricted securities in order to dispose of them, resulting in additional expense and delay.
There will generally be a lapse of time between a mutual fund’s decision to sell an unregistered security
and the registration of such security. Adverse market conditions could impede a public offering of such
securities. When purchasing unregistered securities, the Fund will generally seek to obtain the right of
registration at the expense of the issuer (except in the case of Rule 144A securities, discussed below).

A large institutional market has developed for certain securities that are not registered under the
Securities Act, including repurchase agreements, commercial paper, foreign securities, municipal
securities and corporate bonds and notes. Institutional investors depend on an efficient institutional
market in which the unregistered security can be readily resold or on an issuer’s ability to honor a demand
for repayment. The fact that there are contractual or legal restrictions on resale to the general public or to
certain institutions may not be indicative of the liquidity of such investments.

For example, pursuant to applicable guidelines, restricted securities, such as securities eligible for
resale under Rule 144A promulgated under the Securities Act, or certain private placements of
commercial paper issued in reliance on an exemption from such Act pursuant to Section 4(2) thereof, may
be deemed to be liquid for purposes of this restriction. This investment practice could have the effect of
increasing the level of illiquidity in the Fund to the extent that qualified institutional buyers (as defined in
Rule 144A) become for a time uninterested in purchasing these restricted securities. In addition, a
repurchase agreement that by its terms can be liquidated before its nominal fixed-term of seven days or
less notice is regarded as a liquid instrument. The Adviser will monitor the liquidity of such restricted
securities subject to the supervision of the Trustees. In reaching liquidity decisions the Adviser will
consider, among other things, pursuant to guidelines and procedures established by the Trustees, the
following factors: (1) the frequency of trades and quotes for the security; (2) the number of dealers
wishing to purchase or sell the security and the number of other potential purchasers; (3) dealer
undertakings to make a market in the security; and (4) the nature of the security and the nature of the
marketplace trades (i.e., the time needed to dispose of the security, the method of soliciting offers and the
mechanics of the transfer). Subject to the applicable limitation on illiquid securities investments, the
Fund may acquire securities issued by the U.S. Government, its agencies or instrumentalities in a private
placement.

Commercial paper issues in which the Fund’s net assets may be invested include securities issued

by major corporations without registration under the Securities Act in reliance on the exemption from
such registration afforded by Section 3(a)(3) thereof, and commercial paper issued in reliance on the so-
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called private placement exemption from registration afforded by Section 4(2) of the Securities Act
(“Section 4(2) paper”). Section 4(2) paper is restricted as to disposition under the federal securities laws
in that any resale must similarly be made in an exempt transaction. Section 4(2) paper is normally resold
to other institutional investors through or with the assistance of investment dealers who make a market in
Section 4(2) paper, thus providing liquidity. Section 4(2) paper issued by a company that files reports
under the Securities Exchange Act of 1934, as amended, is generally eligible to be sold in reliance on the
safe harbor of Rule 144A described above. The Fund’s 15% limitation on investments in illiquid
securities includes Section 4(2) paper other than Section 4(2) paper that the Adviser has determined to be
liquid pursuant to guidelines established by the Trustees. The Trustees have delegated to the Adviser the
function of making day to-day determinations of liquidity with respect to Section 4(2) paper, pursuant to
guidelines approved by the Trustees.

Short Sales. The Fund may seek to hedge investments or realize additional gains through short
sales. The Fund may make short sales, which are transactions in which the Fund sells a security it does
not own, in anticipation of a decline in the market value of the security. To complete such a transaction,
the Fund must borrow the security to make delivery to the buyer. The Fund then is obligated to replace
the security borrowed by purchasing it at the market price at or prior to the time of replacement. The
price at such time may be more or less than the price at which the security was sold. Until the security is
replaced, the Fund is required to repay the lender any dividends or interest that accrues during the period
of the loan. To borrow the security, the Fund also may be required to pay a premium, which would
increase the cost of the security sold. The net proceeds of the short sale will be retained by the broker, to
the extent necessary to meet margin requirements, until the short position is closed out. The Fund also
will incur transaction costs in effecting short sales.

The Fund will incur a loss as a result of the short sale if the price of the security increases
between the date of the short sale and the date on which the Fund replaces the borrowed security. The
Fund will realize a gain if the security declines in price between those dates. The amount of any gain will
be decreased, and the amount of any loss increased by the amount of the premium, dividends, interest, or
expenses the Fund may be required to pay in connection with a short sale.

When the Fund engages in short sales, it will segregate an amount of cash or U.S. Government
securities or other liquid securities equal to the difference between (a) the market value of the securities
sold short at the time they were sold short and (b) any cash or U.S. Government securities required to be
deposited with the broker in connection with the short sale (not including the proceeds from the short
sale). The segregated assets are marked to market daily, provided that at no time will the amount
segregated plus the amount deposited with the broker be less than the market value of the securities.

The Fund may make “short sales against the box.” A short sale is effected by selling a security
that the Fund will deliver at closing, but will acquire from a lender. A short sale is against the box to the
extent that the Fund contemporaneously owns, or has the right to obtain without payment, securities
identical to those sold short. The Fund may not enter into a short sale against the box, if, as a result, more
than 25% of its net assets would be subject to such short sales or held as collateral for such short sales at
any one time. The Fund generally will recognize any gain (but not loss) for federal income tax purposes at
the time that it makes a short sale against the box.

Fixed Income Securities. The Fund may invest in debt securities, mainly obligations issued by
governments and money market instruments, without regard to the maturities of such securities.

Fixed income securities are broadly characterized as those that provide for periodic payments to
the holder of the security at a stated rate. Most fixed income securities, such as bonds, represent
indebtedness of the issuer and provide for repayment of principal at a stated time in the future. Others do




not provide for repayment of a principal amount, although they may represent a priority over common
stockholders in the event of the issuer’s liquidation. Many fixed income securities are subject to
scheduled retirement, or may be retired or “called” by the issuer prior to their maturity dates. The interest
rate on certain fixed income securities, known as “variable rate obligations,” is determined by reference to
or is a percentage of an objective standard, such as a bank’s prime rate, the 90-day Treasury bill rate, or
the rate of return on commercial paper or bank certificates of deposit, and is periodically adjusted.
Certain variable rate obligations may have a demand feature entitling the holder to resell the securities at
a predetermined amount. The interest rate on certain fixed income securities, called “floating rate
instruments,” changes whenever there is a change in a designated base rate.

The market values of fixed income securities tend to vary inversely with the level of interest rates
-- when interest rates rise, their values will tend to decline; when interest rates decline, their values
generally will tend to rise. Long-term instruments are generally more sensitive to these changes than
short-term instruments. The market value of fixed income securities and therefore their yield are also
affected by the perceived ability of the issuer to make timely payments of principal and interest.

“Investment grade” is a designation applied to intermediate and long-term corporate debt
securities rated within the highest four rating categories assigned by Standard & Poor’s, a division of The
McGraw-Hill Companies, Inc. (AAA, AA, A or BBB), or by Moody’s Investors Services, Inc. (Aaa, Aa,
A or Baa), or, if unrated, considered by the Adviser to be of comparable quality. The ability of the issuer
of an investment grade debt security to pay interest and to repay principal is considered to vary from
extremely strong (for the highest ratings) through adequate (for the lowest ratings given above), although
the lower-rated investment grade securities may be viewed as having speculative elements as well.

Those debt securities rated “BBB” or “Baa,” while considered to be “investment grade,” may
have speculative characteristics and changes in economic conditions or other circumstances and are more
likely to lead to a weakened capacity to make principal and interest payments than is the case with higher
grade bonds. As a consequence of the foregoing, the opportunities for income and gain may be limited.
While the Fund has no stated policy with respect to the disposition of securities whose ratings fall below
investment grade, each occurrence is examined by the Adviser to determine the appropriate course of
action.

Convertible Bonds and Convertible Debentures.  Convertible bonds and convertible
debentures are debt securities that the holder can convert into shares in the issuing company or cash of
equal value, at an agreed-upon price. The Fund may purchase convertible bonds and convertible
debentures to provide an efficient, liquid mechanism for taking a position in securities without the need to
purchase and hold the security.

Short-Term and Temporary Defensive Instruments. For temporary defensive purposes, the
Fund may invest up to 100% of its total assets in fixed income securities, including money market
instruments rated in one of the two highest categories by a nationally recognized statistical rating
organization (or determined by the Adviser to be of equivalent quality) and money market mutual funds.
A description of securities ratings is contained in Appendix A to this SAI.

Subject to the limitations described above and below, the following is a description of the types
of money market and fixed income securities in which the Fund may invest:

U.S. Government Securities. See “U.S. Government Securities” below.

Commercial Paper. Commercial paper consists of short-term (usually from 1 to 270
days) unsecured promissory notes issued by entities in order to finance their current operations. The




Fund’s commercial paper investments may include variable amount master demand notes and floating
rate or variable rate notes. Variable amount master demand notes and variable amount floating rate notes
are obligations that permit the investment of fluctuating amounts by the Fund at varying rates of interest
pursuant to direct arrangements between the Fund, as lender, and the borrower. Master demand notes
permit daily fluctuations in the interest rates while the interest rate under variable amount floating rate
notes fluctuates on a weekly basis. These notes permit daily changes in the amounts borrowed. The Fund
has the right to increase the amount under these notes at any time up to the full amount provided by the
note agreement, or to decrease the amount, and the borrower may repay up to the full amount of the note
without penalty. Because these types of notes are direct lending arrangements between the lender and the
borrower, it is not generally contemplated that such instruments will be traded, and there is no secondary
market for these notes. Master demand notes are redeemable (and, thus, immediately repayable by the
borrower) at face value, plus accrued interest, at any time. Variable amount floating rate notes are subject
to next-day redemption 14 days after the initial investment therein. With both types of notes, therefore,
the Fund’s right to redeem depends on the ability of the borrower to pay principal and interest on demand.
In connection with both types of note arrangements, the Fund considers earning power, cash flow and
other liquidity ratios of the issuer. These notes, as such, are not typically rated by credit rating agencies.
Unless they are so rated, the Fund may invest in them only if, at the time of an investment, the issuer has
an outstanding issue of unsecured debt rated in one of the two highest categories by a nationally
recognized statistical rating organization. The Fund will generally purchase commercial paper only of
companies of medium to large capitalizations (i.e., $1 billion or more).

Certificates of Deposit and Bankers’ Acceptances. Certificates of deposit are receipts
issued by a bank in exchange for the deposit of funds. The issuer agrees to pay the amount deposited plus
interest to the bearer of the receipt on the date specified on the certificate. The certificate usually can be
traded in the secondary market prior to maturity.

Bankers’ acceptances typically arise from short-term credit arrangements designed to
enable businesses to obtain funds to finance commercial transactions. Generally, an acceptance is a time
draft drawn on a bank by an exporter or an importer to obtain a stated amount of funds to pay for specific
merchandise. The draft is then “accepted” by another bank that, in effect, unconditionally guarantees to
pay the face value of the instrument on its maturity date. The acceptance may then be held by the
accepting bank as an earning asset or it may be sold in the secondary market at the going rate of discount
for a specific maturity. Although maturities for acceptances can be as long as 270 days, most maturities
are six months or less.

Corporate Obligations. For a further description of corporate debt obligations (including
master demand notes), see “Commercial Paper” above.

Repurchase Agreements. The Fund may enter into repurchase agreements only involving
securities in which it could otherwise invest and with selected banks and securities dealers whose
financial condition is monitored by the Adviser. In such agreements, the seller agrees to repurchase the
security at a mutually agreed-upon time and price. The period of maturity is usually quite short, either
overnight or a few days, although it may extend over a number of months. The repurchase price is in
excess of the purchase price by an amount that reflects an agreed-upon rate of return effective for the
period of time the Fund’s money is invested in the security. Whenever the Fund enters into a repurchase
agreement, it obtains collateral having a value equal to the repurchase price, including accrued interest, or
102% of the repurchase price if such securities mature in more than one year. The instruments held as
collateral are valued daily and if the value of the instruments declines, the Fund will require additional
collateral. If the seller under the repurchase agreement defaults, the Fund may incur a loss if the value of
the collateral securing the repurchase agreement has declined and may incur disposition costs in
connection with liquidating the collateral. In addition, if bankruptcy proceedings are commenced with




respect to the seller of the security, realization of the collateral by the Fund may be delayed or limited.
The Trustees have established guidelines to be used by the Adviser in connection with transactions in
repurchase agreements and will regularly monitor the Fund’s use of repurchase agreements. The Fund
will not invest in repurchase agreements maturing in more than seven days if the aggregate of such
investments along with other illiquid securities exceeds 15% of the value of its net assets. However, there
is no limit on the amount of the Fund’s net assets that may be subject to repurchase agreements having a
maturity of seven days or less for temporary defensive purposes.

U.S. Government Securities. The Fund may invest in U.S. Treasury securities, including bills,
notes, bonds and other debt securities issued by the U.S. Treasury. These instruments are direct
obligations of the U.S. Government and the payment of principal and interest is guaranteed by the U.S.
Government. These instruments differ, however, with respect to their interest rates, the length of their
maturities and the dates of their issuances.

The Fund also may invest in securities issued by certain U.S. Government instrumentalities, and
agencies. Obligations of U.S. Government instrumentalities and agencies historically have involved little
risk of loss of principal if held to maturity. However, not all obligations of U.S. Government
instrumentalities and agencies are backed by the full faith and credit of the United States, as is the case
with the Government National Mortgage Association. For example, other obligations, such as those of
the Federal Home Loan Banks, are backed by the right of the issuer to borrow from the U.S. Treasury,
and others are supported by the discretionary authority of the U.S. Government to purchase an agency’s
obligations. Still others are backed only by the credit of the agency or instrumentality issuing the
obligation. No assurance can be given that the U.S. Government would provide financial support to any
of these entities if it is not obligated to do so by law.

Preferred Stock. The Fund may invest in preferred shares. Preferred shares are securities that
represent an ownership interest providing the holder with claims on the issuer’s earnings and assets before
common shareholders, but after bond holders and other creditors. Preferred shares are equity securities,
but they have many characteristics of fixed income securities, such as a fixed (or floating) dividend
payment rate and/or a liquidity preference over the issuer’s common shares. However, because preferred
shares are equity securities, they may be more susceptible to risks traditionally associated with equity
investments than the Fund’s fixed income securities. Unlike debt securities, the obligations of an issuer of
preferred stock, including dividend and other payment obligations, may not typically be accelerated by
the holders of such preferred stock on the occurrence of an event of default or other non-compliance by
the issuer of the preferred stock. Investments in preferred stock present market and liquidity risks. The
value of a preferred stock may be highly sensitive to the economic condition of the issuer, and markets for
preferred stock may be less liquid than the market for the issuer’s common stock.

Preferred stocks may differ in many of their provisions. Among the features that differentiate
preferred stocks from one another are the dividend rights, which may be cumulative or non-cumulative
and participating or non-participating, redemption provisions, and voting rights. Such features will
establish the income return and may affect the prospects for capital appreciation or risks of capital loss.

The market prices of preferred stocks are subject to changes in interest rates and are more
sensitive to changes in an issuer’s creditworthiness than are the prices of debt securities. Shareholders of
preferred stock may suffer a loss of value if dividends are not paid. Under ordinary circumstances,
preferred stock does not carry voting rights.

Investment in Large Capitalization Companies. As described in the prospectus, the Fund may
invest in large capitalization companies. Large capitalization stocks as a group could fall out of favor
with the market. The capitalization of an issuer is measured at the time of investment. Larger, more




established companies may be unable to respond quickly to new competitive challenges such as changes
in technology and consumer tastes. Many larger companies also may not be able to attain the high growth
rate of successful smaller companies, especially during extended periods of economic expansion.

Investment in Medium Capitalization Companies. As described in the Prospectus, the Fund
may invest in medium capitalization (“mid-cap”) companies. Mid-cap companies are companies with a
market capitalization of $1.0 billion to $12 billion or those companies represented in the Russell
Midcap® Growth Index. The capitalization of an issuer in which a fund invests is measured at the time of
investment. These securities may have a more limited trading market than larger, more established
companies, which may adversely affect their disposition and can result in their being priced lower than
might otherwise be the case. It may be difficult to obtain reliable information and financial data on such
companies and the securities of these companies may not be as readily marketable, making it difficult to
dispose of shares when desirable. A risk of investing in mid-cap companies is that they often are at an
earlier stage of development and, therefore, have limited product lines, market access for such products,
financial resources and depth in management as compared to larger, more established companies, and
their securities may be subject to more abrupt or erratic market movements than securities of larger, more
established companies or the market averages in general. In addition, certain mid-cap issuers may face
difficulties in obtaining the capital necessary to continue in operation and may go into bankruptcy, which
could result in a complete loss of an investment. Mid-cap companies also may be less significant factors
within their industries and may have difficulty withstanding competition from larger companies. If other
investment companies and investors who invest in such issuers trade the same securities when a Fund
attempts to dispose of its holdings, the Fund may receive lower prices than might otherwise be obtained.
While mid-cap companies may be subject to these additional risks, they may also realize more substantial
growth than larger, more established companies.

Investment in Small Capitalization Companies. The Fund may invest in small capitalization
(“small-cap™) companies. Generally, investments in small-cap companies are subject to similar risks as
investment in mid-cap companies described above. Such investments entail greater risk than investments
in larger, more established companies. Small-cap companies may have narrower markets and more
limited managerial and financial resources than larger, more established companies. As a result of these
risks and uncertainties, the returns from these small-cap stocks may trail returns from the overall stock
market. Historically, small-cap stocks have been more volatile in price than medium- and large-
capitalization stocks.

Real Estate Related Securities. The Fund may invest in equity securities of issuers that are
principally engaged in the real estate industry. Such investments are subject to certain risks associated
with the ownership of real estate and with the real estate industry in general. These risks include, among
others: (1) possible declines in the value of real estate; (2) risks related to general and local economic
conditions; (3) possible lack of availability of mortgage funds or other limitations on access to capital; (4)
overbuilding; (5) risks associated with leverage; (6) market illiquidity; (7) extended vacancies of
properties; (8) increase in competition, property taxes, capital expenditures and operating expenses; (9)
changes in zoning laws or other governmental regulation; (10) costs resulting from the clean-up of, and
liability to third parties for damages resulting from, environmental problems; (11) tenant bankruptcies or
other credit problems; (12) casualty or condemnation losses; (13) uninsured damages from floods,
earthquakes or other natural disasters; (14) limitations on and variations in rents, including decreases in
market rates for rents; (15) investment in developments that are not completed or that are subject to
delays in completion and (16) changes in interest rates. To the extent that assets underlying the Fund’s
investments are concentrated geographically, by property type or in certain other respects, the Fund may
be subject to certain of the foregoing risks to a greater extent. Investments by the Fund in securities of
companies providing mortgage servicing will be subject to the risks associated with refinancings and their
impact on servicing rights.




In addition, if the Fund receives rental income or income from the disposition of real property
acquired as a result of a default on securities the Fund owns, the receipt of such income may adversely
affect the Fund’s ability to retain its tax status as a regulated investment company because of certain
income source requirements applicable to regulated investment companies under the Code.

Real Estate Investment Trusts. In pursuing its investment strategy, the Fund may invest in
shares of REITs. REITs possess certain risks which differ from an investment in common stocks. REITs
are financial vehicles that pool investor’s capital to purchase or finance real estate. REITs may
concentrate their investments in specific geographic areas or in specific property types, i.e., hotels,
shopping malls, residential complexes and office buildings.

REITs are subject to management fees and other expenses, and the Fund will bear its
proportionate share of the costs of a REIT’s operations, for each REIT in which it invests. There are three
general categories of REITs: (1) Equity REITs; (2) Mortgage REITs and (3) Hybrid REITs. Equity REITs
invest primarily in direct fee ownership or leasehold ownership of real property; they derive most of their
income from rents. Mortgage REITs invest mostly in mortgages on real estate, which may secure
construction, development or long-term loans; the main source of their income is mortgage interest
payments. Hybrid REITs hold both ownership and mortgage interests in real estate.

Investing in REITs involves certain unique risks in addition to those risks associated with
investing in the real estate industry in general. The market value of REIT shares and the ability of REITs
to distribute income may be adversely affected by several factors, including rising interest rates, changes
in the national, state and local economic climate and real estate conditions, perceptions of prospective
tenants of the safety, convenience and attractiveness of the properties, the ability of the owners to provide
adequate management, maintenance and insurance, the cost of complying with the Americans with
Disabilities Act, increased competition from new properties, the impact of present or future
environmental legislation and compliance with environmental laws, failing to maintain their exemptions
from registration under the Investment Company Act, changes in real estate taxes and other operating
expenses, adverse changes in governmental rules and fiscal policies, adverse changes in zoning laws and
other factors beyond the control of REITs. In addition, distributions received by the Fund from REITs
may consist of dividends, capital gains and/or return of capital. As REITs generally pay a higher rate of
dividends (on a pre-tax basis) than operating companies, to the extent application of the Fund’s
investment strategy results in the Fund investing in REIT shares, the percentage of the Fund’s dividend
income received from REIT shares will likely exceed the percentage of the Fund’s portfolio which is
comprised of REIT shares. Generally, dividends received by a Fund from REIT shares and distributed to
the Fund’s shareholders will not constitute “qualified dividend income” eligible for the reduced tax rate
applicable to qualified dividend income; therefore, the tax rate applicable to that portion of the dividend
income attributable to REIT shares held by the Fund that shareholders of the Fund receive will be taxed at
a higher rate than dividends eligible for the reduced tax rate applicable to qualified dividend income.

REITs, and in particular mortgage REITS, are also subject to interest rate risk. Rising interest
rates may cause REIT investors to demand a higher annual yield, which may, in turn, cause a decline in
the market price of the equity securities issued by a REIT. Rising interest rates also generally increase the
costs of obtaining financing, which could cause the value of the Fund’s REIT investments to decline.
During periods when interest rates are declining, mortgages are often refinanced. Refinancing may reduce
the yield on investments in mortgage REITs. In addition, since REITs depend on payment under their
mortgage loans and leases to generate cash to make distributions to their shareholders, investments in
REITs may be adversely affected by defaults on such mortgage loans or leases.

Investing in certain REITs, which often have small market capitalizations, may also involve the
same risks as investing in other small capitalization companies. Some REITs may have limited financial
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resources and their securities may trade less frequently and in limited volume, and may be subject to more
abrupt or erratic price movements than larger company securities. Historically, small-cap stocks,
including some REITSs, have been more volatile in price than the larger capitalization stocks, such as those
included in the S&P 500 Index. The management of a REIT may be subject to conflicts of interest with
respect to the operation of the business of the REIT and may be involved in real estate activities
competitive with the REIT. REITs may own properties through joint ventures or in other circumstances in
which the REIT may not have control over its investments. REITs may incur significant amounts of
leverage.

Foreign Securities. The Fund may invest in foreign securities. Foreign securities are stocks or
other instruments, as described below, of companies incorporated outside the United States. Investments
in foreign securities offer potential benefits not available from investments solely in securities of domestic
issuers by offering the opportunity to invest in foreign issuers that appear to offer growth potential, or in
foreign countries with economic policies or business cycles different from those of the United States, or
to reduce fluctuations in portfolio value by taking advantage of foreign stock markets that do not move in
a manner parallel to U.S. markets. Although foreign securities are generally not expected to constitute a
significant portion of the Fund’s investment portfolio, the Fund is authorized to invest in foreign
securities. The Fund may purchase securities issued by issuers in any country.

The Fund may invest in securities of foreign issuers in the form of American Depositary Receipts
(“ADRs”), International Depositary Receipts (“IDRs”), European Depositary Receipts (“EDRs”), Global
Depositary Receipts (“GDRs”) or other similar securities convertible into securities of foreign issuers.
These securities may not necessarily be denominated in the same currency as the securities into which
they may be converted. Depositary receipts are securities, typically issued by a U.S. financial institution,
that evidence ownership interests in a security or a pool of securities issued by a foreign issuer and
deposited with the depository. Depositary receipts may be sponsored or unsponsored. A sponsored
depositary receipt is issued by a depository that has an exclusive relationship with the issuer of the
underlying security. An unsponsored depositary receipt may be issued by any number of depositories.
Holders of unsponsored depositary receipts generally bear all the costs associated with establishing the
unsponsored depositary receipt. The depository of an unsponsored depositary receipt is under no
obligation to distribute shareholder communications received from the underlying issuer or to pass
through to the holders of the unsponsored depositary receipt voting rights with respect to the deposited
securities or pool of securities. The Fund may invest in either type of depositary receipt. Although the
U.S. investor holds a substitute receipt of ownership rather than direct stock certificates, the use of the
depository receipts in the United States can reduce costs and delays as well as potential currency
exchange and other difficulties.

The Fund may purchase securities in local markets and direct delivery of these ordinary shares to
the local depository of a depositary receipt agent bank in the foreign country. Simultaneously, the
depositary receipt agents create a certificate that settles at the Fund’s custodian in five days. The Fund
may also execute trades on the U.S. markets using existing depositary receipts. A foreign issuer of the
security underlying an depositary receipt is generally not subject to the same reporting requirements in the
United States as a domestic issuer. Accordingly, the information available to a U.S. investor will be
limited to the information the foreign issuer is required to disclose in its own country and the market
value of an depositary receipt may not reflect undisclosed material information concerning the issuer of
the underlying security. For purposes of the Fund’s investment policies, the Fund’s investments in these
types of securities will be deemed to be investments in the underlying securities. Generally ADRs, in
registered form, are dollar denominated securities designed for use in the U.S. securities markets, which
represent and may be converted into the underlying foreign security. EDRs, in bearer form, are designed
for use in the European securities markets. Any percentage limitations regarding investments in foreign
securities include investments in ADRs, EDRs, IDRs and GDRs.
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To the extent applicable, the Fund also may invest in securities denominated in euros, the official
currency of the European Union.

Investments in foreign securities, including securities of emerging market countries, present
special additional investment risks and considerations not typically associated with investments in
domestic securities, including reduction of income by foreign taxes; fluctuation in value of foreign
portfolio investments due to changes in currency rates and control regulations (i.e., currency blockage);
transaction charges for currency exchange; lack of public information about foreign issuers; lack of
uniform accounting, auditing and financial reporting standards comparable to those applicable to
domestic issuers; less volume on foreign exchanges than on U.S. exchanges; greater volatility and less
liquidity on foreign markets than in the United States; less regulation of foreign issuers, stock exchanges
and brokers than in the United States; greater difficulties in commencing lawsuits; higher brokerage
commission rates and custodian fees than in the United States; increased possibilities in some countries of
expropriation, confiscatory taxation, political, financial or social instability or adverse diplomatic
developments; the imposition of foreign taxes on investment income derived from such countries and
differences (which may be favorable or unfavorable) between the U.S. economy and foreign economies.
An emerging market country is one that the World Bank, the International Finance Corporation or the
United Nations or its authorities has determined to have a low or middle income economy. Historical
experience indicates that the markets of emerging market countries have been more volatile than more
developed markets; however, such markets can provide potentially higher rates of return to investors.

The performance of investments in securities denominated in a foreign currency (“non-dollar
securities”) will depend on, among other things, the strength of the foreign currency against the dollar and
the interest rate environment in the country issuing the foreign currency. Absent other events that could
otherwise affect the value of non-dollar securities (such as a change in the political climate or an issuer’s
credit quality), appreciation in the value of the foreign currency generally can be expected to increase the
value of the Fund’s non-dollar securities in terms of U.S. dollars. A rise in foreign interest rates or
decline in the value of foreign currencies relative to the U.S. dollar generally can be expected to depress
the value of the Fund’s non-dollar securities. Currencies are evaluated on the basis of fundamental
economic criteria (e.g., relative inflation levels and trends, growth rate forecasts, balance of payments
status and economic policies) as well as technical and political data.

Because the Fund may invest in securities that are primarily listed on foreign exchanges that trade
on weekends or other days when the Trust does not price its shares, the value of the Fund’s shares may
change on days when a shareholder will not be able to purchase or redeem shares.

Derivatives Strategies. The Fund may write (i.e., sell) and purchase call options (“calls”) on
securities traded on U.S. and foreign securities exchanges and over-the-counter markets to enhance
income through the receipt of premiums from expired calls and any net profits from closing purchase
transactions. All such calls written by the Fund must be “covered” while the call is outstanding (i.e., the
Fund must own the securities subject to the call or other securities acceptable for applicable
requirements). If a call written by the Fund is exercised, the Fund forgoes any profit from any increase in
the market price above the call price of the underlying investment on which the call was written.

The Fund also may write and purchase put options (“puts”), which give the holder of the option
the right to sell the underlying security to the Fund at the stated exercise price. The Fund will receive a
premium for writing a put option that increases the Fund’s return. The Fund writes only covered put
options, which means that so long as the Fund is obligated as the writer of the option it will, through its
custodian, have deposited and maintained cash or liquid securities denominated in U.S. dollars or foreign
currencies with a securities depository with a value equal to or greater than the exercise price of the
underlying securities less any margin deposit.
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Hedging Strategies. For hedging purposes or as a temporary maneuver, the Fund may also use:
interest rate futures contracts, foreign currency futures contracts, and stock and bond index futures
contracts (together, “Futures”); forward contracts on foreign currencies (“Forward Contracts”) and call
and put options on equity and debt securities, Futures, stock and bond indices and foreign currencies (all
the foregoing referred to as “Hedging Instruments™). All puts and calls on securities, interest rate Futures
or stock and bond index Futures or options on such Futures purchased or sold by the Fund will be listed
on a national securities or commodities exchange or on U.S. over-the-counter markets. Hedging
Instruments may be used to attempt to: (i) protect against possible declines in the market value of the
Fund’s portfolio resulting from downward trends in the equity and debt securities markets (generally due
to a rise in interest rates); (ii) protect the Fund’s unrealized gains in the value of its equity and debt
securities that have appreciated; (iii) facilitate selling securities for investment reasons; (iv) establish a
position in the equity and debt securities markets as a temporary substitute for purchasing particular
equity and debt securities; or (v) reduce the risk of adverse currency fluctuations.

The Fund’s strategy of hedging with Futures and options on Futures will be incidental to its
activities in the underlying cash market. When hedging to attempt to protect against declines in the
market value of the Fund’s portfolio, to permit the Fund to retain unrealized gains in the value of portfolio
securities that have appreciated, or to facilitate selling securities for investment reasons, the Fund could:
(i) sell Futures; (ii) purchase puts on such Futures or securities; or (iii) write calls on securities held by it
or on Futures. When hedging to attempt to protect against the possibility that portfolio securities are not
fully included in a rise in value of the debt securities market, the Fund could: (i) purchase Futures, or (ii)
purchase calls on such Futures or on securities. When hedging to protect against declines in the dollar
value of a foreign currency-denominated security, the Fund could: (i) purchase puts on that foreign
currency and on foreign currency Futures; (ii) write calls on that currency or on such Futures; or (iii) enter
into Forward Contracts at a lower rate than the spot (“cash”) rate. Additional information about the
Hedging Instruments the Fund may use is provided below.

Options

Options on Securities. As noted above, the Fund may write and purchase call and put options
(including yield curve options) on futures contracts, equity and debt securities.

When the Fund writes a call on a security it receives a premium and agrees to sell the underlying
security to a purchaser of a corresponding call on the same security during the call period (usually not
more than nine months) at a fixed price (which may differ from the market price of the underlying
security), regardless of market price changes during the call period. In such instance, the Fund retains the
risk of loss should the price of the underlying security increase during the call period, which may be
offset to some extent by the premium.

To terminate its obligation on a call it has written, the Fund may purchase a corresponding call in
a “closing purchase transaction.” A profit or loss will be realized, depending upon whether the net
amount of the option transaction costs and the premium received on the call written was more or less than
the price of the call subsequently purchased. A profit may also be realized if the call expires unexercised,
because the Fund retains the underlying security and the premium received. If the Fund could not effect a
closing purchase transaction due to lack of a market, it would hold the callable securities until the call
expired or was exercised.

When the Fund purchases a call (other than in a closing purchase transaction), it pays a premium
and has the right to buy the underlying investment from a seller of a corresponding call on the same
investment during the call period at a fixed exercise price. The Fund benefits only if the call is sold at a
profit or if, during the call period, the market price of the underlying investment is above the sum of the
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call price plus the transaction costs and the premium paid and the call is exercised. If the call is not
exercised or sold (whether or not at a profit), it will become worthless at its expiration date and the Fund
will lose its premium payment and the right to purchase the underlying investment.

A put option on securities gives the purchaser the right to sell, and the writer the obligation to
buy, the underlying investment at the exercise price during the option period. Writing a put covered by
segregated liquid assets equal to the exercise price of the put has the opposite economic effect to the Fund
as writing a covered call. The premium the Fund receives from writing a put option represents a profit as
long as the price of the underlying investment remains above the exercise price. However, the Fund has
also assumed the obligation during the option period to buy the underlying investment from the buyer of
the put at the exercise price, even though the value of the investment may fall below the exercise price. If
the put expires unexercised, the Fund (as the writer of the put) realizes a gain in the amount of the
premium. If the put is exercised, the Fund must fulfill its obligation to purchase the underlying
investment at the exercise price, which will usually exceed the market value of the investment at that
time. In that case, the Fund may incur a loss, equal to the sum of the sale price of the underlying
investment and the premium received minus the sum of the exercise price and any transaction costs
incurred.

The Fund may effect a closing purchase transaction to realize a profit on an outstanding put
option it has written or to prevent an underlying security from being put. Furthermore, effecting such a
closing purchase transaction will permit the Fund to write another put option to the extent that the
exercise price thereof is secured by the deposited assets, or to utilize the proceeds from the sale of such
assets for other investments by the Fund. The Fund will realize a profit or loss from a closing purchase
transaction if the cost of the transaction is less or more than the premium received from writing the
option.

When the Fund purchases a put, it pays a premium and has the right to sell the underlying
investment to a seller of a corresponding put on the same investment during the put period at a fixed
exercise price. Buying a put on an investment the Fund owns enables the Fund to protect itself during the
put period against a decline in the value of the underlying investment below the exercise price by selling
such underlying investment at the exercise price to a seller of a corresponding put. If the market price of
the underlying investment is equal to or above the exercise price and as a result the put is not exercised or
resold, the put will become worthless at its expiration date, and the Fund will lose its premium payment
and the right to sell the underlying investment pursuant to the put. The put may, however, be sold prior to
expiration (whether or not at a profit).

Buying a put on an investment the Fund does not own permits the Fund either to resell the put or
buy the underlying investment and sell it at the exercise price. The resale price of the put will vary
inversely with the price of the underlying investment. If the market price of the underlying investment is
above the exercise price and as a result the put is not exercised, the put will become worthless on its
expiration date. In the event of a decline in the stock market, the Fund could exercise or sell the put at a
profit to attempt to offset some or all of its loss on its portfolio securities.

When writing put options on securities, to secure its obligation to pay for the underlying security,
the Fund will segregate liquid assets with a value equal to or greater than the exercise price of the
underlying securities . The Fund therefore forgoes the opportunity of investing the segregated assets or
writing calls against those assets. As long as the obligation of the Fund as the put writer continues, it may
be assigned an exercise notice by the broker-dealer, through whom such option was sold, requiring the
Fund to take delivery of the underlying security against payment of the exercise price. The Fund has no
control over when it may be required to purchase the underlying security, since it may be assigned an
exercise notice at any time prior to the termination of its obligation as the writer of the put. This
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obligation terminates upon expiration of the put, or such earlier time at which the Fund effects a closing
purchase transaction by purchasing a put of the same series as that previously sold. Once the Fund has
been assigned an exercise notice, it is thereafter not allowed to effect a closing purchase transaction.

Options on Securities Indices. As noted above, the Fund may write and purchase call and put
options on securities indices. Puts and calls on broadly based securities indices are similar to puts and
calls on securities except that all settlements are in cash and gain or loss depends on changes in the index
in question (and thus on price movements in the securities market generally) rather than on price
movements in individual securities or Futures. When the Fund buys a call on a securities index, it pays a
premium. During the call period, upon exercise of a call by the Fund, a seller of a corresponding call on
the same investment will pay the Fund an amount of cash to settle the call if the closing level of the
securities index upon which the call is based is greater than the exercise price of the call. That cash
payment is equal to the difference between the closing price of the index and the exercise price of the call
times a specified multiple (the “multiplier”) that determines the total dollar value for each point of
difference. When the Fund buys a put on a securities index, it pays a premium and has the right during
the put period to require a seller of a corresponding put, upon the Fund’s exercise of its put, to deliver to
the Fund an amount of cash to settle the put if the closing level of the securities index upon which the put
is based is less than the exercise price of the put. That cash payment is determined by the multiplier, in
the same manner as described above as to calls.

Futures and Options on Futures

Futures. Upon entering into a Futures transaction, the Fund will be required to deposit an initial
margin payment with the futures commission merchant (the “futures broker”). The initial margin will be
deposited with the Trust’s custodian in an account registered in the futures broker’s name; however, the
futures broker can gain access to that account only under specified conditions. As the Future is marked-
to-market to reflect changes in its market value, subsequent margin payments, called variation margin,
will be paid to or by the futures broker on a daily basis. Prior to expiration of the Future, if the Fund
elects to close out its position by taking an opposite position, a final determination of variation margin is
made, additional cash is required to be paid by or released to the Fund and any loss or gain is realized for
tax purposes. All Futures transactions are effected through a clearinghouse associated with the exchange
on which the Futures are traded.

Interest rate futures contracts are purchased or sold for hedging purposes to attempt to protect
against the effects of interest rate changes on the Fund’s current or intended investments in fixed income
securities. For example, if the Fund owned long-term bonds and interest rates were expected to increase,
the Fund might sell interest rate futures contracts. Such a sale would have much the same effect as selling
some of the long-term bonds in the Fund’s portfolio. However, since the Futures market is more liquid
than the cash market, the use of interest rate futures contracts as a hedging technique allows the Fund to
hedge its interest rate risk without having to sell its portfolio securities. If interest rates did increase, the
value of the debt securities in the portfolio would decline, but the value of the Fund’s interest rate futures
contracts would be expected to increase at approximately the same rate, thereby keeping the net asset
value of the Fund from declining as much as it otherwise would have. On the other hand, if interest rates
were expected to decline, interest rate futures contracts may be purchased to hedge in anticipation of
subsequent purchases of long-term bonds at higher prices. Since the fluctuations in the value of the
interest rate futures contracts should be similar to that of long-term bonds, the Fund could protect itself
against the effects of the anticipated rise in the value of long-term bonds without actually buying them
until the necessary cash became available or the market had stabilized. At that time, the interest rate
futures contracts could be liquidated and the Fund’s cash reserves could then be used to buy long-term
bonds on the cash market.
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Purchases or sales of stock or bond index futures contracts are used for hedging purposes to
attempt to protect the Fund’s current or intended investments from broad fluctuations in stock or bond
prices. For example, the Fund may sell stock or bond index futures contracts in anticipation of or during
a market decline to attempt to offset the decrease in market value of the Fund’s securities portfolio that
might otherwise result. If such decline occurs, the loss in value of portfolio securities may be offset, in
whole or part, by gains on the Futures position. When the Fund is not fully invested in the securities
market and anticipates a significant market advance, it may purchase stock or bond index futures
contracts in order to gain rapid market exposure that may, in part or entirely, offset increases in the cost of
securities that the Fund intends to purchase. As such purchases are made, the corresponding positions in
stock or bond index futures contracts will be closed out.

As noted above, the Fund may purchase and sell foreign currency futures contracts for hedging to
attempt to protect its current or intended investments from fluctuations in currency exchange rates. Such
fluctuations could reduce the dollar value of portfolio securities denominated in foreign currencies, or
increase the cost of foreign-denominated securities to be acquired, even if the value of such securities in
the currencies in which they are denominated remains constant. The Fund may sell futures contracts on a
foreign currency, for example, when it holds securities denominated in such currency and it anticipates a
decline in the value of such currency relative to the dollar. In the event such decline occurs, the resulting
adverse effect on the value of foreign-denominated securities may be offset, in whole or in part, by gains
on the Futures contracts. However, if the value of the foreign currency increases relative to the dollar, the
Fund’s loss on the foreign currency futures contract may or may not be offset by an increase in the value
of the securities since a decline in the price of the security stated in terms of the foreign currency may be
greater than the increase in value as a result of the change in exchange rates.

Conversely, the Fund could protect against a rise in the dollar cost of foreign-denominated
securities to be acquired by purchasing Futures contracts on the relevant currency, which could offset, in
whole or in part, the increased cost of such securities resulting from a rise in the dollar value of the
underlying currencies. When the Fund purchases futures contracts under such circumstances, however,
and the price of securities to be acquired instead declines as a result of appreciation of the dollar, the Fund
will sustain losses on its futures position, which could reduce or eliminate the benefits of the reduced cost
of portfolio securities to be acquired.

Options on Futures. As noted above, the Fund may purchase and write options on Futures.
(Unless otherwise specified, options on Futures are collectively referred to as “Options on Futures™).

The writing of a call option on a Futures contract constitutes a partial hedge against declining
prices of the securities in the Fund’s portfolio. If the Futures price at expiration of the option is below the
exercise price, the Fund will retain the full amount of the option premium, which provides a partial hedge
against any decline that may have occurred in the Fund’s portfolio holdings. The writing of a put option
on a Futures contract constitutes a partial hedge against increasing prices of the securities or other
instruments required to be delivered under the terms of the Futures contract. If the Futures price at
expiration of the put option is higher than the exercise price, the Fund will retain the full amount of the
option premium, which provides a partial hedge against any increase in the price of securities the Fund
intends to purchase. If a put or call option the Fund has written is exercised, the Fund will incur a loss
that will be reduced by the amount of the premium it receives. Depending on the degree of correlation
between changes in the value of its portfolio securities and changes in the value of its Options on Futures
positions, the Fund’s losses from exercised Options on Futures may to some extent be reduced or
increased by changes in the value of portfolio securities.

The Fund may purchase Options on Futures for hedging purposes, instead of purchasing or
selling the underlying Futures contract. For example, where a decrease in the value of portfolio securities
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is anticipated as a result of a projected market-wide decline or changes in interest or exchange rates, the
Fund could, in lieu of selling a Futures contract, purchase put options thereon. If such decrease occurs, it
may be offset, in whole or part, by a profit on the option. If the market decline does not occur, the Fund
will suffer a loss equal to the price of the put. Where it is projected that the value of securities to be
acquired by the Fund will increase prior to acquisition, due to a market advance or changes in interest or
exchange rates, the Fund could purchase call Options on Futures, rather than purchasing the underlying
Futures contract. If the market advances, the increased cost of securities to be purchased may be offset by
a profit on the call. However, if the market declines, the Fund will suffer a loss equal to the price of the
call, but the securities that the Fund intends to purchase may be less expensive.

Forward Contracts

The Fund may enter into Forward Contracts. A Forward Contract involves bilateral obligations
of one party to purchase, and another party to sell, a specific currency at a future date (which may be any
fixed number of days from the date of the contract agreed upon by the parties), at a price set at the time
the contract is entered into. These contracts are traded in the interbank market conducted directly
between currency traders (usually large commercial banks) and their customers. No separate fee is paid
or received upon entering or terminating a Forward Contract. Rather, the cost to the Fund of using
Forward Contracts varies with factors such as the currencies involved, the length of the contract period
and the market conditions then prevailing.

The Fund may use Forward Contracts to protect against uncertainty in the level of future
exchange rates. The use of Forward Contracts does not eliminate fluctuations in the prices of the
underlying securities the Fund owns or intends to acquire, but it does fix a rate of exchange in advance.
In addition, although Forward Contracts limit the risk of loss due to a decline in the value of the hedged
currencies, at the same time they limit any potential gain that might result should the value of the
currencies increase. The Fund will not speculate with Forward Contracts or foreign currency exchange
rates.

The Fund may enter into Forward Contracts with respect to specific transactions. For example,
when the Fund enters into a contract for the purchase or sale of a security denominated in a foreign
currency, or when the Fund anticipates receipt of dividend or interest payments in a foreign currency, the
Fund may desire to “lock-in” the U.S. dollar price of the security or the U.S. dollar equivalent of such
payment by entering into a Forward Contract, for a fixed amount of U.S. dollars per unit of foreign
currency, for the purchase or sale of the amount of foreign currency involved in the underlying
transaction. The Fund will thereby be able to protect itself against a possible loss resulting from an
adverse change in the relationship between the currency exchange rates during the period between the
date on which the security is purchased or sold, or on which the payment is declared, and the date on
which such payments are made or received.

The Fund may also use Forward Contracts to lock in the U.S. dollar value of portfolio positions
(“position hedge”). In a position hedge, for example, when the Fund believes that foreign currency may
suffer a substantial decline against the U.S. dollar, it may enter into a Forward Contract to sell an amount
of that foreign currency approximating the value of some or all of the Fund’s portfolio securities
denominated in (or affected by fluctuations in, in the case of ADRS) such foreign currency, or when the
Fund believes that the U.S. dollar may suffer a substantial decline against a foreign currency, it may enter
into a Forward Contract to buy that foreign currency for a fixed dollar amount. In this situation the Fund
may, in the alternative, enter into a Forward Contract to sell a different foreign currency for a fixed U.S.
dollar amount where the Fund believes that the U.S. dollar value of the currency to be sold pursuant to the
Forward Contract will fall whenever there is a decline in the U.S. dollar value of the currency in which
portfolio securities of the Fund are denominated (*“cross-hedged”). The Fund may also hedge investments
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denominated in a foreign currency by entering into Forward Contracts with respect to a foreign currency
that is expected to correlate to the currency in which the investments are denominated.

The Fund will cover outstanding Forward Contracts by maintaining liquid portfolio securities
denominated in the currency underlying the Forward Contract or the currency being hedged. To the
extent that the Fund is not able to cover its forward currency positions with underlying portfolio
securities, the Fund will segregate cash or liquid securities having a value equal to the aggregate amount
of the Fund’s commitments under Forward Contracts entered into with respect to position hedges and
cross-hedges. If the value of the segregated securities declines, additional cash or securities will be
segregated on a daily basis so that the value of the segregated assets will equal the amount of the Fund’s
commitments with respect to such contracts. As an alternative to segregating assets, the Fund may
purchase a call option permitting the Fund to purchase the amount of foreign currency being hedged by a
forward sale contract at a price no higher than the Forward Contract price or the Fund may purchase a put
option permitting the Fund to sell the amount of foreign currency subject to a forward purchase contract
at a price as high or higher than the Forward Contract price. Unanticipated changes in currency prices
may result in poorer overall performance for the Fund than if it had not entered into such contracts.

The precise matching of the Forward Contract amounts and the value of the securities involved
will not generally be possible because the future value of such securities in foreign currencies will change
as a consequence of market movements in the value of these securities between the date the Forward
Contract is entered into and the date it is sold. Accordingly, it may be necessary for the Fund to purchase
additional foreign currency on the spot (i.e., cash) market (and bear the expense of such purchase), if the
market value of the security is less than the amount of foreign currency the Fund is obligated to deliver
and if a decision is made to sell the security and make delivery of the foreign currency. Conversely, it
may be necessary to sell on the spot market some of the foreign currency received upon the sale of the
portfolio security if its market value exceeds the amount of foreign currency the Fund is obligated to
deliver. The projection of short-term currency market movements is extremely difficult, and the
successful execution of a short-term hedging strategy is highly uncertain. Forward Contracts involve the
risk that anticipated currency movements will not be accurately predicted, causing the Fund to sustain
losses on these contracts and transactions costs.

At or before the maturity of a Forward Contract requiring the Fund to sell a currency, the Fund
may either sell a portfolio security and use the sale proceeds to make delivery of the currency or retain the
security and offset its contractual obligation to deliver the currency by purchasing a second contract
pursuant to which the Fund will obtain, on the same maturity date, the same amount of the currency that it
is obligated to deliver. Similarly, the Fund may close out a Forward Contract requiring it to purchase a
specified currency by entering into a second contract entitling it to sell the same amount of the same
currency on the maturity date of the first contract. The Fund would realize a gain or loss as a result of
entering into such an offsetting Forward Contract under either circumstance to the extent the exchange
rate or rates between the currencies involved moved between the execution dates of the first contract and
offsetting contract.

The cost to the Fund of using Forward Contracts varies with factors such as the currencies
involved, the length of the contract period and the market conditions then prevailing. Because Forward
Contracts are usually entered into on a principal basis, no fees or commissions are involved. Because
such contracts are not traded on an exchange, the Fund must evaluate the credit and performance risk of
each particular counterparty under a Forward Contract. Although the Fund values its assets daily in terms
of U.S. dollars, it does not intend to convert its holdings of foreign currencies into U.S. dollars on a daily
basis. The Fund may convert foreign currency from time to time, and investors should be aware of the
costs of currency conversion. Foreign exchange dealers do not charge a fee for conversion, but they do
seek to realize a profit based on the difference between the prices at which they buy and sell various
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currencies. Thus, a dealer may offer to sell a foreign currency to the Fund at one rate, while offering a
lesser rate of exchange should the Fund desire to resell that currency to the dealer.

Credit Default Swaps (“CDS”)

The buyer of a CDS is entitled to receive the agreed-upon value (or par) of a referenced debt
obligation from the counterparty to the swap when certain credit events occur in relation to the relevant
reference entity. As consideration, the buyer pays the counterparty a stream of fixed payments during the
life of the swap. If no credit event occurs, the buyer does not receive the benefits under the swap. If the
buyer does not own the debt securities that are deliverable under a CDS, the buyer is exposed to the risk
that deliverable securities will not be available in the market, or will be available only at unfavorable
prices.

In certain instances of issuer defaults or restructurings, it has been unclear under the standard
industry documentation for CDSs whether a "credit event” triggering the seller's payment obligation has
occurred. In either of these cases, the buyer would not be able to realize the full value of the CDS upon a
default by the reference entity. The seller of the CDS incurs exposure to the credit of the reference entity
and is subject to many of the same risks it would incur if it were holding debt securities issued by the
reference entity. However, the seller will not have any legal recourse against the reference entity and will
not benefit from any collateral securing the reference entity's debt obligations.

Counterparty Risk

The Fund will not enter into any agreement or transaction involving a counterparty unless the
Adviser believes that the other party to the transaction is creditworthy. The Fund bears the risk of loss of
the amount expected to be received under a derivative instrument in the event of the default or bankruptcy
of a counterparty. In addition, the Fund may enter into derivative instruments with a limited number of
counterparties, which may increase the Fund’s exposure to counterparty credit risk. The Fund does not
specifically limit its counterparty risk with respect to any single counterparty. Further, there is a risk that
no suitable counterparties will be willing to enter into, or continue to enter into, transactions with the
Fund, which could prevent the Fund from executing a particular investment strategy.

Additional Information about Hedging Instruments and Their Use

The Trust’s custodian, or a securities depository acting for the custodian, will act as the Fund’s
escrow agent, through the facilities of the Options Clearing Corporation (“OCC”), as to the securities on
which the Fund has written options or as to other acceptable escrow securities, so that no margin will be
required for such transaction. OCC will release the securities on the expiration of the option or upon the
Fund’s entering into a closing transaction.

An option position may be closed out only on a market that provides secondary trading for
options of the same series and there is no assurance that a liquid secondary market will exist for any
particular option. The Fund’s option activities may affect its turnover rate and brokerage commissions.
The exercise by the Fund of puts on securities will cause the sale of related investments, increasing
portfolio turnover. Although such exercise is within the Fund’s control, holding a put might cause the
Fund to sell the related investments for reasons that would not exist in the absence of the put. The Fund
will pay a brokerage commission each time it buys a put or call, sells a call, or buys or sells an underlying
investment in connection with the exercise of a put or call. Such commissions may be higher than those
that would apply to direct purchases or sales of such underlying investments. Premiums paid for options
are small in relation to the market value of the related investments, and consequently, put and call options
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offer large amounts of leverage. The leverage offered by trading in options could result in the Fund’s net
asset value being more sensitive to changes in the value of the underlying investments.

In the future, the Fund may employ Hedging Instruments and strategies that are not presently
contemplated but that may be developed, to the extent such investment methods are consistent with the
Fund’s investment objective, legally permissible and adequately disclosed.

Regulatory Aspects of Hedging Instruments

The Fund has claimed exclusion from the definition of a “commodity pool operator” (“CPQO”) or
a “commodity pool” under the Commaodity Exchange Act (“CEA”) and is not subject to registration or
regulation under the CEA. The Fund may (1) purchase and sell Futures and options thereon for bona fide
hedging purposes, as defined under Commodity Futures Trading Commission (“CFTC™) regulations,
without regard to the percentage of the Fund’s assets committed to margin and option premiums, and (2)
enter into non-hedging transactions, provided, that the Fund may not enter into such non-hedging
transactions if, immediately thereafter, the aggregate “notional value” of non-hedging transactions
exceeds the liquidation value of the portfolio, after taking into account unrealized profits and unrealized
losses on any such transactions. The Fund intends to engage in Futures transactions and options thereon
only for hedging purposes. Margin deposits may consist of cash or securities acceptable to the broker and
the relevant contract market.

Transactions in options by the Fund are subject to limitations established by each of the
exchanges governing the maximum number of options that may be written or held by a single investor or
group of investors acting in concert, regardless of whether the options were written or purchased on the
same or different exchanges or are held in one or more accounts or through one or more exchanges or
brokers. Thus, the number of options the Fund may write or hold may be affected by options written or
held by other entities, including other investment companies having the same or an affiliated investment
adviser. Position limits also apply to Futures. An exchange may order the liquidation of positions found
to be in violation of those limits and may impose certain other sanctions. Due to requirements under the
1940 Act, when the Fund purchases a Future, the Fund will segregate cash or liquid securities in an
amount equal to the market value of the securities underlying such Future, less the margin deposit
applicable to it.

The Fund will maintain a segregated account with its custodian to cover its exposure in
connection with the use of derivatives and hedging instruments in accordance with the 1940 Act and
related authorities and interpretations.

The use of derivatives by mutual funds and the ability of vehicles like the Fund to continue to
claim exclusion from the definition of a CPO and commodity pool under the CEA is under scrutiny by
both the SEC and the CFTC. Proposed rulemaking by the SEC and the CFTC may require the Fund to
register under the CEA and/or limit its ability to use such derivative instruments.

Possible Risk Factors in Hedging

Participation in the options or futures markets and in currency exchange transactions involves
investment risks and transaction costs to which the Fund would not be subject absent the use of these
strategies. If the Adviser’s predictions of movements in the direction of the securities, foreign currency
and interest rate markets are inaccurate, the adverse consequences to the Fund may leave the Fund in a
worse position than if such strategies were not used.
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In addition to the risks discussed above, there is also a risk in using short hedging by selling
Futures to attempt to protect against decline in value of the Fund’s portfolio securities (due to an increase
in interest rates) that the prices of such Futures will correlate imperfectly with the behavior of the cash
(i.e., market value) prices of the Fund’s securities. The ordinary spreads between prices in the cash and
Futures markets are subject to distortions due to differences in the natures of those markets. First, all
participants in the Futures markets are subject to margin deposit and maintenance requirements. Rather
than meeting additional margin deposit requirements, investors may close Futures contracts through
offsetting transactions that could distort the normal relationship between the cash and Futures markets.
Second, the liquidity of the Futures markets depends on participants entering into offsetting transactions
rather than making or taking delivery. To the extent participants decide to make or take delivery,
liquidity in the Futures markets could be reduced, thus producing distortion. Third, from the point-of-
view of speculators, the deposit requirements in the Futures markets are less onerous than margin
requirements in the securities markets. Therefore, increased participation by speculators in the Futures
markets may cause temporary price distortions.

If the Fund uses Hedging Instruments to establish a position in the debt securities markets as a
temporary substitute for the purchase of individual debt securities (long hedging) by buying Futures
and/or calls on such Futures or on debt securities, it is possible that the market may decline; if the Adviser
then determines not to invest in such securities at that time because of concerns as to possible further
market decline or for other reasons, the Fund will realize a loss on the Hedging Instruments that is not
offset by a reduction in the price of the debt securities purchased.

Publicly Traded Partnerships; Master Limited Partnerships, The Fund may invest in
publicly traded partnerships, such as master limited partnerships (“MLPs”). MLPs issue units that are
registered with the SEC and are freely tradable on a securities exchange or in the over-the-counter market.
An MLP may have one or more general partners, who conduct the business, and one or more limited
partners, who contribute capital. The general partner or are jointly and severally responsible for the
liabilities of the MLP. The Fund invests as a limited partner, and normally would not be liable for the
debts of an MLP beyond the amounts the Fund has contributed but it would not be shielded to the same
extent that a shareholder of a corporation would be. In certain instances, creditors of an MLP would have
the right to seek a return of capital that had been distributed to a limited partner. The right of an MLP’s
creditors would continue even after the Fund had sold its investment in the partnership. MLPs typically
invest in real estate, oil and gas equipment leasing assets, but they also finance entertainment, research
and development, and other projects.

Investment Company Securities. The Fund may invest in shares of other management
investment companies, subject to the limitations of the 1940 Act, and subject to such investments being
consistent with the overall objective and policies of the Fund. To the extent that the Fund invests in the
securities of other investment companies, shareholders in the Fund may be subject to duplicative advisory
and administrative fees.

Exchange-Traded Funds. The Fund may invest in exchange-traded funds (“ETFs”). ETFs are a
type of index fund bought and sold on a securities exchange. An ETF trades like common stock and
represents a portfolio of securities designed to track a particular market index. The Fund could purchase
an ETF to gain exposure to all or a portion of the U.S. market, a foreign market, a region, a commodity, a
currency, or to any other index that an ETF tracks.

The risks of owning an ETF generally reflect the risks of owning the underlying securities they
are designed to track, although lack of liquidity in an ETF could result in it being more volatile and ETFs
have management fees that increase their costs. An ETF may fail to accurately track the returns of the
market segment or index that it is designed to track, and the price of an ETF’s shares may fluctuate. In
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addition, because they, unlike traditional mutual funds, are traded on an exchange, ETFs are subject to the
following risks: (i) the performance of the ETF may not replicate the performance of the underlying index
that it is designed to track; (ii) the market price of the ETF’s shares may trade at a premium or discount to
the ETF’s net asset value; (iii) an active trading market for an ETF may not develop or be maintained; and
(iv) there is no assurance that the requirements of the exchange necessary to maintain the listing of the
ETF will continue to be met or remain unchanged. In the event substantial market or other disruptions
affecting ETFs should occur in the future, the liquidity and value of the Fund’s shares could also be
substantially and adversely affected.

An investment company’s investments in other investment companies are subject to statutory
limitations prescribed by the 1940 Act. Subject to certain exemptions, Section 12(d)(1)(A) of the 1940
Act requires that, immediately after a purchase is made, (i) the Fund may not own more than 3% of the
total outstanding voting stock of any one investment company; (ii) not more than 5% of the value of a
Fund’s total assets may be invested in the securities of any one investment company, and (iii) not more
than 10% of the value of the Fund’s total assets may be invested in securities of investment companies as
a group. Many ETFs, however, have obtained exemptive relief from the SEC to permit unaffiliated funds,
such as the Fund, to invest in their shares beyond these statutory limits, subject to certain conditions and
pursuant to contractual arrangements between the ETFs and the investing funds. From time to time, the
Fund may rely on these exemptive orders in investing in ETFs.

Money Market Mutual Funds. The Fund may invest in money market mutual funds in
connection with its management of daily cash positions or as a temporary defensive measure. Generally,
money market mutual funds seek to earn income consistent with the preservation of capital and
maintenance of liquidity. They primarily invest in high quality money market obligations, including
securities issued or guaranteed by the U.S. Government or its agencies and instrumentalities, bank
obligations and high-grade corporate instruments. These investments generally mature within 397 days
from the date of purchase. An investment in a money market mutual fund is not a bank deposit and is not
insured or guaranteed by the Federal Deposit Insurance Corporation or any government agency. The
Fund’s investments in money market mutual funds may be used for cash management purposes and to
maintain liquidity in order to satisfy redemption requests or pay unanticipated expenses.

Your cost of investing in the Fund will generally be higher than the cost of investing directly in
the underlying money market mutual fund shares. You will indirectly bear fees and expenses charged by
the underlying money market mutual funds in addition to the Fund’s direct fees and expenses.
Furthermore, the use of this strategy could affect the timing, amount and character of distributions to you
and therefore may increase the amount of taxes payable by you.

Pursuant to Rule 12d1-1 under the 1940 Act, the Fund may invest without limit in an affiliated or
unaffiliated money market fund, provided the investment is consistent with the Fund’s investment
policies and the Fund satisfies certain conditions.

Future Developments. The Fund may invest in types of securities and other instruments that do
not presently exist but may be developed in the future, provided that each such investment is consistent
with the Fund’s investment objective, policies and restrictions and is otherwise legally permissible under
federal and state laws. The Prospectus and this SAI will be amended or supplemented as appropriate to
discuss any such new investments.

INVESTMENT RESTRICTIONS

The investment restrictions of the Fund listed below are fundamental policies and may not be
changed without the approval of the holders of a majority of the Fund’s outstanding voting securities, as
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defined in the 1940 Act. The “vote of a majority of the outstanding voting securities” of the Fund is
currently defined in the 1940 Act, as the vote of the lesser of (a) 67% or more of the voting securities
present at a shareholder meeting, if the holders of more than 50% of the outstanding voting securities are
present in person or by proxy, or (b) more than 50% of the outstanding voting securities. The Fund’s
investment objective is a non-fundamental policy and may be changed by the Board without shareholder
approval. Unless otherwise indicated, all percentage limitations apply only at the time the investment is
made; any subsequent change in any applicable percentage resulting from fluctuations in value will not be
deemed an investment contrary to these restrictions.

)

(2)

©)

(4)

()

(6)

(7)

Under the following fundamental restrictions, the Fund may not:

borrow money, except that the Fund may (a) borrow from banks (as defined in the 1940 Act) and
through reverse repurchase agreements in amounts up to 33 1/3% of its total assets (including the
amount borrowed), (b) borrow amounts equal to an additional 5% of its total assets for temporary
purposes, (c) invest in permitted leveraged investments, and (d) engage in other transactions that
may entail borrowing or otherwise borrow money to the extent permitted by applicable law (the
Fund is required to maintain continuous asset coverage of at least 300% with respect to such
borrowings and to reduce the amount of its borrowings to restore such coverage within three days
thereafter, not including Sundays and holidays, if it should decline to less than 300%);

purchase the securities of any issuer (other than securities issued or guaranteed by the U.S.
Government or any of its agencies or instrumentalities) if, as a result, 25% or more of the Fund’s
total assets would be invested in the securities of any company or companies whose principal
business activities are in the same industry;

underwrite securities issued by others, except to the extent that the Fund may be considered an
underwriter within the meaning of the Securities Act in the disposition of restricted securities or
other investment company securities;

lend its assets or money to other persons, except by (a) purchasing debt obligations (including
privately placed debt obligations), (b) lending cash or securities as permitted by applicable law,
(c) entering into repurchase agreements, (d) investing in permitted leveraged investments and (e)
as otherwise permitted by applicable law;

purchase or sell real estate, except that, to the extent permitted by applicable law, the Fund may
(a) invest in securities or other instruments directly secured by real estate, (b) invest in securities
or other instruments issued by issuers that invest in real estate;

purchase or sell commodities or commodity contracts unless acquired as a result of ownership of
securities or other instruments issued by persons that purchase or sell commodities or
commodities contracts; but this shall not prevent the Fund from purchasing, selling and entering
into financial futures contracts (including futures contracts on indices of securities, interest rates
and currencies), and options on financial futures contracts (including futures contracts on indices
of securities, interest rates and currencies), warrants, swaps, forward contracts, foreign currency
spot and forward contracts and other financial instruments; and

issue senior securities, except as otherwise permitted by its fundamental policy on borrowing or
by applicable law.
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PORTFOLIO TURNOVER

The Fund is actively managed. As a result, the Fund’s annual portfolio turnover rate will typically
be approximately 250% of the average value of its portfolio.

TRUSTEES AND OFFICERS

The Trust is governed by its Board of Trustees. The Board is responsible for and oversees the
overall management and operations of the Trust and the Fund, which includes the general oversight and
review of the Fund’s investment activities, in accordance with federal law and the law of the State of
Delaware, as well as the stated policies of the Fund. The Board oversees the Fund’s officers and service
providers, including PineBridge Investments LLC, the Fund’s investment adviser. In carrying out these
responsibilities, the Board regularly interacts with and receives reports from senior personnel of service
providers, including PineBridge’s investment personnel and the Fund’s Chief Compliance Officer
(*CCO”). The Board also is assisted by the Trust’s independent registered public accounting firm (who
reports directly to the Fund’s Audit Committee), independent counsel and other service providers as
appropriate, all of whom are selected by the Board.

Risk Oversight

Consistent with its responsibility for oversight of the Trust and the Fund, the Board oversees the
management of risks relating to the administration and operation of the Trust and the Fund. PineBridge,
as part of its investment advisory responsibilities, is responsible for the day-to-day management of the
risks associated with the Fund’s investment portfolio. The Board, in the exercise of its reasonable
business judgment, also separately considers potential risks that may impact the Fund. The Board
performs this risk management oversight directly and, as to certain matters, through its committees
(described below) and through the Independent Trustees. The following provides an overview of the
principal, but not all, aspects of the Board’s oversight of risk management for the Trust and the Fund.

In general, the Fund’s risks include, among others, investment risk, credit risk, liquidity risk,
valuation risk and operational risk. The Board has adopted, and periodically reviews, policies and
procedures designed to address risks to the Trust and the Fund. In addition, under the general oversight of
the Board, PineBridge and other service providers to the Fund have themselves adopted a variety of
policies, procedures and controls designed to address particular risks to the Fund. Different processes,
procedures and controls are employed with respect to different types of risks.

The Board also oversees risk management for the Trust and the Fund through review of regular
reports, presentations and other information from officers of the Trust and other persons. The Trust’s
CCO and senior officers of PineBridge regularly report to the Board on a range of matters, including
those relating to risk management. The Board also regularly receives reports from PineBridge with
respect to the Fund’s investments. In addition to regular reports from PineBridge, the Board also receives
reports regarding other service providers to the Fund, either directly or through PineBridge or the Trust’s
CCO, on a periodic or regular basis. At least annually, the Board receives a report from the Trust’s CCO
regarding the effectiveness of the Trust’s compliance program. Also, on an annual basis, the Board
receives reports, presentations and other information from PineBridge in connection with the Board’s
consideration of the renewal of the Trust’s investment advisory agreement on behalf of the Fund with
PineBridge and the Trust’s distribution plan under Rule 12b-1 under the 1940 Act.

In addition, the Audit Committee receives regular reports from the Fund’s independent registered

public accounting firm on internal control and financial reporting matters. On at least a quarterly basis,
the Independent Trustees meet with the Trust’s CCO to discuss matters relating to the Trust’s compliance
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program.
Board Structure and Related Matters

Board members who are not “interested persons” of the Fund as defined in Section 2(a)(19) of the
1940 Act (“Independent Trustees”) constitute three-quarters of the Board. George W. Gau, an
Independent Trustee, serves as Chairman of the Board. The Chairman’s responsibilities include: setting
an agenda for each meeting of the Board; presiding at all meetings of the Board and the Independent
Trustees; and serving as a liaison with other Trustees, the Trust’s officers and other management
personnel, and counsel to the Fund. The Chairman also performs such other duties as the Board may
from time to time determine.

The Trustees discharge their responsibilities collectively as a Board, as well as through Board
committees, each of which operates pursuant to a charter approved by the Board that delineates the
specific responsibilities of that committee. The Board has established three standing committees: the
Audit Committee, the Fund Governance Committee, and the Qualified Legal Compliance Committee.
The members and responsibilities of each Board committee are summarized below.

The Board periodically evaluates its structure and composition as well as various aspects of its
operations. The Board believes that its leadership structure, including its Independent Trustees and Board
committees, is appropriate for the Fund in light of, among other factors, the asset size and nature of the
Fund, the number of Funds overseen by the Board, the arrangements for the conduct of the Fund’s
operations, the number of Trustees, and the Board’s responsibilities. On an annual basis, the Board
conducts a self-evaluation that considers, among other matters, whether the Board and its committees are
functioning effectively and whether, given the size and composition of the Board and each of its
committees, the Trustees are able to oversee effectively the number of Funds in the complex.

The Board holds four regularly scheduled in-person meetings each year. The Board may hold
special meetings, as needed, either in person or by telephone, to address matters arising between regular
meetings. During a portion of each in-person meeting, the Independent Trustees meet outside of
management’s presence. The Independent Trustees may hold special meetings, as needed, either in
person or by telephone.

The Trustees are identified in the tables below, which provide information as to their principal
business occupations held during the last five years and certain other information.

25




Number of

Funds in
Term of Fund
Position(s) Office and Complex . .
Name, Year of Birth Held with Length of Principal Occupation(s) Overseen by Other D|rec_torsh|ps
and Address Trust Time Served During Past Five Years Trustee® Held During the
Last 5 Years
Interested Trustee
Robin C. Thorn® Trustee and Indefinite Until Managing Director, Head of 4 None
(born 1971) President Successor Developed Market Equities
399 Park Avenue, Elected; Since since 2008 at PineBridge
4 Floor 2011 Investments LLC, formerly
New York, NY 10022 AIG  Global Investment
Corp., and Global Head of
Equities Research and Head
of European Equities at
PineBridge Investments
LLC, formerly AIG Global
Investment  Corp., since
2000.
Independent Trustees
George W. Gau Chairman of Indefinite Until Professor of Finance and 4 None
(born 1947) the Board Successor George S. Watson
399 Park Avenue, and Trustee Elected; Since Centennial Professor in Real
4" Floor 1999 Estate, since 1988, and J.
New York, NY 10022 Ludwig Mosle Centennial
Memorial ~ Professor  in
Investments and  Money
Management, since 1996,
McCombs School of
Business,  University  of
Texas at Austin. Dean,
McCombs School of
Business, (2002-2008).
Chairman of the Board, The
MBA  Investment Fund,
L.L.C., since 1994, a private
investment company
managed by business
students.
John H. Massey Trustee Indefinite Until Chairman of the Fund of 4 Corporate  director:
(born 1939) Successor Funds Investment Hill Bancshares
399 Park Avenue, Elected; Since Committee for Neuberger Holdings, Inc., FSW
4" Floor 1996 Investment Management, Holdings, Inc., and
New York, NY 10022 since 1996. Central Texas
Bankshare Holdings,
Inc.
David M. Reichert Trustee Indefinite Until  Retired 4 None

(born 1939)
399 Park Avenue,
4" Floor
New York, NY 10022

Successor
Elected;
1996

Since
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@ The “Fund Complex” consists of all registered investment companies for which the Adviser serves as investment adviser,
which currently consists of the Trust (currently 4 funds).

@ Mr. Thorn is deemed to be an “interested person” of the Trust, as defined by the 1940 Act, because he is an officer of
PineBridge.

In addition to the information set forth in the tables above and other relevant qualifications,
experience, attributes or skills applicable to a particular Trustee, the following provides further
information about the qualifications and experience of each Trustee. The Board has considered the
totality of each Trustee’s qualifications and experience to conclude that the Trustee is qualified to serve
on the Board.

George W. Gau: Dr. Gau has extensive financial experience as a professor of finance, real estate,
investment and money management and the dean of a school of business at a public university, the
chairman of the board of a private investment company and multiple years of service as a Trustee.

John H. Massey: Mr. Massey is a chartered financial analyst and has extensive investment
management and organizational management experience as a trustee and the chairman of the fund of
funds committee for a large asset management firm, as a director of financial services companies and
public and private companies, and multiple years of service as a Trustee.

David M. Reichert: Mr. Reichert is a chartered financial analyst and has extensive experience in
the investment management business, including as a senior officer and portfolio manager of a mutual fund
management company, a senior officer of an investment counseling firm, and multiple years of service as
a Trustee.

Robin C. Thorn: Mr. Thorn has extensive experience in the investment management industry as
Managing Director, Head of Global Equities and previously as Head of Equity Research (global and
regional), Head of European Equities, and Head of US Equities. Mr. Thorn is also a portfolio manager for
global equity portfolios for the Adviser and a global health care portfolio manager for an investment firm
in Sweden.

Board Committees

The Fund has an Audit Committee, consisting of Dr. Gau and Messrs. Reichert and Massey.
The members of the Audit Committee are not “interested” persons of the Fund, as defined in the 1940
Act. The primary responsibilities of the Audit Committee are, as set forth in its charter, (a) to oversee the
accounting and financial reporting processes of the Trust and the Fund and their internal controls and, as
the Committee deems appropriate, to inquire into the internal controls of certain third-party service
providers; (b) to oversee the quality and integrity of the Trust’s financial statements and the independent
audit thereof; (c) to oversee or, as appropriate, assist Board oversight of the Trust’s compliance with legal
and regulatory requirements that relate to the Trust’s accounting and financial reporting, internal controls
and independent audits; (d) to approve, prior to appointment, the engagement of the Trust’s independent
auditors and, in connection therewith, to review and evaluate the qualifications, independence and
performance of the Trust’s independent auditors; and (e) to act as a liaison between the Trust’s
independent auditors and the full Board.

The Fund also has a Fund Governance Committee, consisting of Dr. Gau and Messrs. Massey and
Reichert, each of whom is an Independent Trustee. As set forth in its charter, the Fund Governance
Committee’s primary duties are to: (a) make nominations for independent trustee membership on the
Board and consider nominations from the full Board; (b) evaluate candidates’ qualifications for Board
membership and their independence from the Trust’s investment adviser and other principal service
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providers; (c) periodically review Board governance procedures and recommend any appropriate changes
to the full Board; (d) periodically review the composition of the Board to determine whether it may be
appropriate to add individuals with different backgrounds or skill sets from those already on the Board;
(e) periodically review the compensation of the Board and recommend any appropriate changes; (f) make
nominations for membership on all committees and annually review committee assignments; (g) review,
as necessary, committee responsibilities, including the need for each committee, the need for additional
committees and whether committees should be combined or reorganized; and (h) monitor the
performance of legal counsel employed by the Trust and the Independent Trustees and supervise counsel
for the Independent Trustees.

Shareholder recommendations for Trustee candidates should be in writing and addressed to the
Trust with attention to the Fund Governance Committee Chair. The recommendation must include the
following information regarding the candidate: (1) name; (2) date of birth; (3) education; (4) business,
professional or other relevant experience or areas of expertise; (5) current business and home address and
contact information; (6) other board positions or prior experience and (7) any knowledge and experience
relating to investment companies and investment company governance.

The Fund also has a Qualified Legal Compliance Committee, consisting of Dr. Gau and Messts.
Massey and Reichert, each of whom is an Independent Trustee. The primary responsibility of the Funds’
Qualified Legal Compliance Committee is to receive, review and take appropriate action with respect to
any report made or referred to the Qualified Legal Compliance Committee regarding: a material violation
of applicable U.S. federal or state securities law, material breach of a fiduciary duty under U.S. federal or
state law; or a similar material violation by the Fund or by any officer, director, employee, or agent of the
Fund.

Because the Fund is new, the Board and its Committees have not met during the most recent
fiscal year with respect to the Fund.

Trustee Ownership in the Fund

The following table shows the amount of shares beneficially owned by each Trustee in the
PineBridge Family of Investment Companies as of December 30, 2010. The Fund had not commenced
operations as of the date of this SAI. Accordingly, no Trustee owned any shares of the Fund as of
December 30, 2010.

Aggregate Dollar Range of
Equity Securities in all
Registered Investment
Dollar Range of Equity Companies Overseen by Trustee

Securities in the in Family of Investment

Name of Trustee Merger Arbitrage Fund Companies

INTERESTED TRUSTEE

Mr. Thorn None None

INDEPENDENT TRUSTEES

George W. Gau None $1-10,000

John H. Massey None None

David M. Reichert None Over $100,000
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Ownership of Securities of Investment Advisers and Related Companies

As of December 30, 2010, no Independent Trustee (or any of his immediate family members)
owned beneficially or of record securities of PineBridge or Quasar Distributors, LLC, the Trust’s
principal underwriter, or any person (other than a registered investment company) directly or indirectly,
controlling, controlled by or under common control with PineBridge or Quasar. During the two most
recently completed calendar years, neither the Independent Trustees, nor their immediate family
members, had a direct or indirect interest, the value of which exceeds $120,000, in PineBridge, Quasar or
any of their affiliates. None of the Independent Trustees are also officers or are affiliated with the Trust.

Trustee Compensation

As of January 1, 2012, each Independent Trustee will receive the following compensation from
the Trust: a quarterly retainer of $5,000, an attendance fee of $3,500 for each regularly scheduled
quarterly Board meeting, $2,500 for each in-person special Board meeting and $1,500 for each special
telephonic meeting. The Chairman of the Board receives an additional quarterly retainer of $1,500 for his
role as Chairman. In addition, the Trustees are reimbursed for travel and other expenses incurred while
attending Board meetings. The fees are aggregated for all Trustees and allocated proportionately among
the Trust’s Funds according to their asset size. During the calendar year ending December 31, 2011, the
fee structure was the same, except that each Independent Trustee received an attendance fee of $2,500 for
each regularly scheduled quarterly Board meeting.

The following table shows aggregate compensation paid to each of the Trustees for the fiscal
period ended November 30, 2011.

COMPENSATION TABLE

Pension or
Aggregate Retirement
Compensation Benefits
From Accrued as Estimated

the Merger Part of Annual Total Compensation From
Name of Arbitrage Trust Benefits Upon Fund Complex Paid to
Trustee Fund® Expenses Retirement Trustees®
INTERESTED TRUSTEE
Robin Thorn None None None None
INDEPENDENT TRUSTEES
George W. Gau $0 None None $36,000
John H. Massey $0 None None $30,000
David M. Reichert $0 None None $30,000

@ As of the date of this SAl, the Merger Arbitrage Fund had not commenced investment operations. The estimated
compensation to be paid to each Trustee with respect to the Fund for the fiscal year ending November 30, 2012 is $7,000 for Mr.
Gau and $6,000 for Messrs. Massey and Reichert.

@ The “Fund Complex” is comprised of the Trust’s four Funds: US Micro Cap Growth Fund, US Small Cap Growth Fund, US
25 Equity Fund and Merger Arbitrage Fund. For the Trust’s fiscal year ended November 30, 2011, Independent Trustees’ fees
for the Trust were $96,000.

29




Mr. Thorn and the Trust’s officers and employees are paid by either PineBridge, or the Trust’s
administrator, U.S. Bancorp Fund Services, LLC, (the “Administrator”) and receive no compensation
from the Trust.

Officers

The officers of the Trust conduct and supervise its daily business. The officers of the Trust, their
ages, their business addresses and their principal occupations during the past five years are as set forth
below.

Number of
Funds in
Term of Fund Other
Name, Year of Birth Position(s) Office and Complex Directorships
and Address of Held with Length of Principal Occupation(s) Overseen by Held During the
Officer Trust Time Served During Past Five Years Officer @ Last 5 Years
Robin C. Thorn Trustee and  Indefinite Until  Managing Director, Head of Not Not
(born 1971) President Successor Developed Market Equities Applicable Applicable
399 Park Avenue, Elected; Since since 2008 at PineBridge
4" Floor February 2009 Investments LLC, formerly
New York, NY 10022 AIG Global Investment
Corp., and Global Head of
Equities Research and Head
of European Equities at
PineBridge Investments
LLC, formerly AIG Global
Investment Corp., since
2000.
Joseph Altobelli Chief Since Chief Financial Officer, Not Not
(born 1969) Financial November 2009  Traditional Products, Applicable Applicable
399 Park Avenue, Officer PineBridge Investments
4" Floor LLC, formerly AIG Global
New York, NY 10022 Treasurer Indefinite Until  Investment Corp., since
Successor November 2008; Chief
Elected; Since Financial Officer,
November 2009  Information Technology and
Finance, American
International Group, Inc.
(March 2006-November
2008); Vice President,
Private Client Technology
(July 2004 - March 2006).
Nicholas Denton-Clark Chief Since Managing Director, Chief Not Not
(born 1977) Compliance  November 2010 Compliance Officer, Applicable Applicable
399 Park Avenue, Officer and Americas, PineBridge
4" Floor Secretary Investments LLC, since

New York, NY 10022

June 2010; Senior Manager,
Governance Risk and
Regulatory Consulting
Group, Deloitte & Touche
LLP (January 2000 — June
2010).

W The “Fund Complex” consists of all registered investment companies for which the Adviser serves as investment adviser, which
currently consists of the Trust (currently 4 Funds).
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Principal Shareholders, Control Persons and Management Ownership

A principal shareholder is any person who owns of record or beneficially 5% or more of the
outstanding shares of the Fund. A control person is one who owns beneficially, either directly or through
one or more controlled companies, more than 25% of the voting securities of a company or acknowledges
the existence of control. Shareholders with a controlling interest could affect the outcome of voting or the
direction of management of the Fund. As of the date of this SAI, other than the Adviser and its affiliates,
no shareholder owned 5% or more of the outstanding shares of the Fund.

PineBridge Merger Arbitrage Fund Percent of the Class Total Assets Held by the
Class R and | Shares Shareholder

PineBridge Investments LLC 100%

399 Park Avenue, 4™ Floor

New York, NY 10022

As of the date of the SAI, the Trustees and Officers of the Trust beneficially owned, in the
aggregate, less than 1% of the outstanding shares of the Fund.

THE ADVISER

The Adviser, which was formed in 1983, is located at 399 Park Avenue, 4™ Floor, New York,
New York 10022. The Adviser acts as adviser to the Fund, pursuant to an Investment Advisory
Agreement between the Adviser and the Trust, on behalf of the Fund (the “Advisory Agreement”).

The Adviser is a wholly-owned subsidiary of PineBridge Investments Holdings US LLC (“PGI”).
The Adviser and PGI both are located at 399 Park Avenue, New York, NY 10022. PGl is a wholly
owned subsidiary of Bridge Investment Holdings Company Limited, located at Walkers Corporate
Services Limited, Walker House, 87 Mary Street, George Town, Grand Cayman KY1-9005, Cayman
Islands, which is a wholly-owned subsidiary of Bridge Partners. The address of Bridge Partners is
Walkers Corporate Services Limited, Walker House, 87 Mary Street, George Town, Grand Cayman KY1-
9005, Cayman Islands. The general partner of Bridge Partners is Bridge Holdings Company Limited
(“BHCL"), located at Walkers Corporate Services Limited, Walker House, 87 Mary Street, George Town,
Grand Cayman KY1-9005, Cayman Islands. BHCL is wholly-owned by Pacific Century Investment
Holdings (Cayman Islands) Limited (“PCIHL”), located at Walkers Corporate Services Limited, Walker
House, 87 Mary Street, George Town, Grand Cayman KY1-9005, Cayman lIslands. PCIHL is wholly-
owned by Pacific Century Investment Holdings No. 1 Limited (“PCIH No. 1), located at Portcullis
TrustNet Chambers, P.O. Box 3444, Road Town, Tortola, British Virgin Islands. PCIH No. 1 is wholly-
owned by Chiltonlink Limited, located at P.O. Box 71, Craigmuir Chambers, Road Town, Tortola, British
Virgin Islands, which, in turn, is wholly-owned by Mr. Li Tzar Kai, Richard, whose address is 38/F
Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.

Subject to supervision by the Board, the Adviser provides a continuous investment program for

the Fund and determines what securities and other investments will be purchased, retained, sold or loaned
by the Fund and what portion of such assets will be invested, or held uninvested as cash.
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After an initial two year term, the Advisory Agreement will continue in effect for successive
annual periods so long as such continuation is specifically approved at least annually by the vote of (i) the
Board or (ii) a vote of a majority (as defined in the 1940 Act) of the outstanding voting securities of the
Fund, provided that in either event the continuance also is approved by a majority of the Trustees who are
not “interested persons” (as defined pursuant to the 1940 Act) of the Fund or the Adviser, by vote cast in
person at a meeting called for the purpose of voting on such approval. The Advisory Agreement is
terminable without penalty, on 60 days’ written notice, by the Fund’s Board or by vote of the holders of a
majority of the Fund’s shares, or by the Adviser, upon not less than 60 days’ written notice and will
terminate automatically in the event of its assignment (as defined in the 1940 Act).

Under the terms of the Advisory Agreement, the Adviser is not liable to the Fund, or their
shareholders, for any act or omission by it or for any losses sustained by the Fund or its shareholders,
except in the case of willful misfeasance, bad faith, gross negligence or reckless disregard of duty.

Except to the extent otherwise specified in the Advisory Agreement, the Fund pays, or causes to
be paid, all other expenses of the Fund, including, without limitation, brokerage commissions and all
other costs of the Fund’s operation.

The Adviser may compensate its affiliated companies for referring investors to the Fund. The
Adviser, or any of its affiliates, may, at its own expense, compensate a Service Agent (as defined herein)
or other person for marketing, shareholder servicing, record keeping and/or other services performed with
respect to the Trust or the Fund. Payments made for any of these purposes may be made from the paying
entity’s revenues, its profits or any other source available to it. When such service arrangements are in
effect, they are made generally available to all qualified service providers.

As compensation for services rendered by the Adviser under the Advisory Agreement, the Fund
pays the Adviser from the Fund’s assets a fee in monthly installments at the annual rate of 0.94% of the
Fund’s average daily net assets.

The Adviser has contractually agreed, however, to waive a portion of its management fees and/or
pay Fund expenses (excluding, among other things, taxes, any leverage interest, dividends or interest on
short positions, other interest expenses, brokerage commissions, acquired fund fees and expenses,
expenses incurred in connection with any merger or reorganization, and extraordinary expenses such as
indemnification and litigation to the extent necessary to limit the Fund’s net annual fund operating
expenses to 1.69%% and 1.34% of the average daily net assets of Class R and Class | shares, respectively
(the “Expense Cap”). The Expense Cap, which will remain in effect until at least December 30, 2012,
and may be terminated prior to that date only by the Board.

The amount of any fee waiver or reimbursed expense may be reimbursed to the Adviser in the
future, provided that the payments are reimbursed within three years of being made and the combination
of the Fund’s expenses and such reimbursements do not exceed the Fund’s Expense Cap. If the actual
expense ratio is less than the Expense Cap and the Adviser has recouped any eligible previous payments,
the Fund will be charged only such lower expenses.

Because the Fund is new, as of the date of this SAI, the Adviser has not received any fees for its
management of the Fund.

PORTFOLIO MANAGER
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Lan Cai is the Portfolio Manager responsible for the day-to-day management of the Fund. The
following table shows the number of other accounts managed by Ms. Cai and the total assets in the
accounts managed within various categories as of September 30, 2011.

Number of
Total Accounts for Assets in Accounts
Number of Which Advisory  for Which Advisory
Accounts Total Assets in Fee is Based on Fee is Based on
Managed Accounts Managed Performance Performance
Lan Cai
Registered Investment
Companies 4 $1,234,674,991 0 $0
Other Pooled Investment
Vehicles 5 $443,701,831 1 $33,414,777
Other Accounts 7 $1,183,084,883 0 $0

Material Conflicts Of Interest. The Adviser is required to act solely in the best interests of
clients and to make full and fair disclosure of all material facts, especially where its interests may conflict
with the clients. Employees of the Adviser are required to ensure that all clients are treated fairly and to
avoid the appearance of a conflict of interest. In that regard, the Adviser has adopted and implemented
policies and procedures, including brokerage and trade allocation policies and procedures, which the
Adviser believes address the conflicts associated with managing multiple accounts for multiple clients
(including affiliated clients). The Adviser also monitors a variety of areas, including compliance with the
Adviser’s Code of Ethics. Furthermore, the Adviser’s management periodically reviews the performance
of each Portfolio Manager. Although the Adviser does not track the time a Portfolio Manager spends on a
single Fund, the Adviser does periodically assess whether a Portfolio Manager has adequate time and
resources to effectively manage all of such Portfolio Manager’s accounts.

Compensation. Ms. Cai receives a fixed base salary and is entitled to participate in
performance-based bonus plans, 401(k) plans commensurate with other employees of the firm. Ms. Cai
participates in certain incentive-based bonus plans designed to reward portfolio performance, stock
selection and portfolio management activities not rewarded elsewhere. To determine Ms. Cai’s
performance-based bonus, if any, her performance is compared against the Citigroup 3-Month Treasury
Bill Index.

Securities Owned in the Fund by Portfolio Manager

As the Fund had not commenced operations as of the date of this SAI, Ms. Cai did not own any
shares of the Fund.

The Distributor. Quasar Distributors, LLC (the “Distributor”), a registered broker-dealer, acts
as the principal underwriter in connection with the continuous offering of the shares of the Fund pursuant
to a Distribution Agreement. The address of the Distributor is 615 East Michigan Street, Milwaukee,
Wisconsin, 53202. The Distributor, Administrator, Transfer Agent and Custodian (each as defined
below) are affiliated companies.
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Continuance of the Distribution Agreement with respect to the Fund is subject to annual approval
by vote of the Trustees, including a majority of the Trustees who are not “interested persons” of the Trust.
The Trust and the Distributor each has the right to terminate the Distribution Agreement with the Fund on
60 days written notice, without penalty. The Distribution Agreement will terminate automatically in the
event of its assignment as defined in the 1940 Act and the rules thereunder. The Distributor may, from
time to time, pay additional commissions or promotional incentives to brokers, dealers or other financial
services firms that sell shares of the Fund.

Distribution Plan. Pursuant to Rule 12b-1 under the 1940 Act, the Fund has adopted on behalf
of its Class R shares a Distribution Plan (hereinafter referred to as the “Class R Plan” or the “Distribution
Plan”). Class | shares do not have a distribution plan.

The sales charge and distribution fees of a particular class will not be used to subsidize the sale of
shares of any other class. Reference is made to the Prospectus for certain information with respect to the
Distribution Plan.

Under the Class R Plan, the Distributor and/or other parties (who may not be registered broker-
dealers) may receive payments from the Fund at an annual rate of up to 0.35% of the average daily net
assets of the Fund’s Class R shares for providing distribution or other services, including but not limited
to: (a) compensation paid to registered representatives of the Distributor and to participating dealers or to
any other persons that have entered into selling agreements with the Distributor or the Trust, (b) salaries
and other expenses of the Distributor or other parties relating to selling or servicing efforts, (c) expenses
of organizing and conducting sales seminars, printing of prospectuses, statements of additional
information and reports for other than existing shareholders, (d) preparation and distribution of
advertising materials and sales literature and other sales promotion expenses, and/or (e) ongoing services
to shareholders which facilitate the continued retention of investors as shareholders of the Fund.

It is possible that in any given year the amount paid to the Distributor under the Distribution Plan
will exceed the Distributor’s distribution costs as described above.

Because the Fund has not commenced operations as of the date of this SAI, the Fund has not
made any payments for services provided pursuant to the Distribution Plan.

Continuance of the Distribution Plan with respect to the Fund is subject to annual approval by
vote of the Trustees, including a majority of the Independent Trustees. The Distribution Plan may not be
amended to increase materially the amount authorized to be spent thereunder with respect to a class of
shares of the Fund, without approval of the shareholders of the Class R shares of such Fund. In addition,
all material amendments to the Distribution Plan must be approved by the Trustees in the manner
described above. The Distribution Plan may be terminated at any time without payment of any penalty by
vote of a majority of the disinterested Trustees or by vote of a majority of the outstanding voting
securities (as defined in the 1940 Act) of the affected class of shares. So long as the Distribution Plan is
in effect, the election and nomination of the Independent Trustees of the Trust shall be committed to the
discretion of the disinterested Trustees.

In adopting the Class R Plan, the Fund’s Board of Trustees considered various relevant
information and determined that there is a reasonable likelihood that the Class R Plan will benefit the
Fund and its Class R shareholders. Amounts that are spent pursuant to the Class R Plan will assist the
Fund in providing ongoing servicing to shareholders, competing with other providers of financial services
and promoting sales, which may help to increase the Fund’s net assets. A larger Fund can result in certain
fixed expenses being spread over a broader asset base, and result in a lower expense ratio.
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SERVICE PROVIDERS

The Administrator. U.S. Bancorp Fund Services, LLC (“USBFS”), 615 E. Michigan Street,
Milwaukee, Wisconsin 53202 serves as Administrator to the Trust (the “Administrator”), and also
provides accounting services to the Trust.

The Administrator supplies office facilities, non-investment related statistical and research data,
corporate secretarial services, internal auditing, and regulatory compliance services. The Administrator
also assists in the preparation of reports to shareholders, prepares proxy statements, updates prospectuses
and makes filings with the SEC and state securities authorities. The Administrator performs certain
budgeting and financial reporting and compliance monitoring activities.

The Administrator will be paid a monthly fee as soon as practicable after the last day of each
month equal to [ ]% on the first $200 million of the Fund’s average daily net assets, [ ]% of the next
$500 million, and [ ]% on the balance, subject to a minimum fee of $15,000. The fee will be determined
at the close of business on each business day throughout the month.

Transfer Agent. USBFS, a subsidiary of U.S. Bank N.A., 615 E. Michigan Street, Third Floor,
Milwaukee, Wisconsin 53202, serves as Transfer Agent for the Trust (“Transfer Agent”), and in that
capacity receives and processes orders for the purchase, redemption and exchange of Fund shares, certain
financial and accounting books and records pursuant to agreements with the Trust.

Custodian. U.S. Bank N.A., 1555 N. River Center Drive, Suite 302, Milwaukee, WI 53212,
serves as Custodian to the Trust (“Custodian™), and in that capacity holds all securities and cash owned by
the Fund. The Custodian is compensated with an asset-based fee plus transaction fees and is reimbursed
for out-of-pocket expenses. The Custodian and its affiliates may receive revenue from certain broker-
dealers that receive Rule 12b-1 fees or other payments from mutual funds in which the Fund may invest.

Independent Registered Public Accounting Firm. PricewaterhouseCoopers LLP, 100 East
Wisconsin Avenue, Milwaukee, WI 53202, serves as the Fund’s independent registered public accounting
firm, and in that capacity examines the Fund’s annual financial statements.

Legal Counsel. K&L Gates LLP, 1601 K Street, N.W., Washington, DC 20006, serves as legal
counsel to the Trust and Trustees and provides counsel on legal matters relating to the Fund. Sidley
Austin LLP, 787 Seventh Avenue, New York, NY 10019, serves as special counsel to the Adviser on
legal matters relating to the Fund.

PORTFOLIO TRANSACTIONS AND BROKERAGE

As discussed in the Prospectus, the Adviser is responsible for decisions to buy and sell securities
for the Fund, selection of broker-dealers and negotiation of commission rates. Purchases and sales of
securities on a securities exchange are effected through broker-dealers who charge a negotiated
commission for their services.

In the over-the-counter market, securities are generally traded on a “net” basis with dealers acting
as principal for their own accounts without a stated commission (although the price of the security usually
includes a profit to the dealer). In underwritten offerings, securities are purchased at a fixed price that
includes an amount of compensation to the underwriter, generally referred to as the underwriter’s
concession or discount. On occasion, certain money market instruments may be purchased directly from
an issuer, in which case no commissions or discounts are paid.
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The Adviser’s primary consideration in effecting a security transaction is to obtain the best net
price and the most favorable execution of the order. However, the Adviser may select broker-dealers that
provide it with research services -- analyses and reports concerning issuers, industries, securities,
economic factors and trends, and may cause the Fund to pay such broker-dealers commissions that exceed
those that other broker-dealers may have charged, if in its view the commissions are reasonable in relation
to the value of the brokerage and/or research services provided by the broker-dealer. Certain research
services furnished by brokers may be useful to the Adviser with clients other than the Trust and may not
be used in connection with the Trust. The Adviser is of the opinion that because the material must be
analyzed and reviewed by its staff, its receipt does not tend to reduce expenses, but may be beneficial in
supplementing the Adviser’s research and analysis. Therefore, it may tend to benefit the Fund by
improving the quality of the Adviser’s investment advice. The investment advisory fees paid by the Fund
are not reduced because the Adviser receives such services. When making purchases of underwritten
issues with fixed underwriting fees, the Adviser may designate the use of broker-dealers who have agreed
to provide the Adviser with certain statistical, research and other information.

The Adviser may effect portfolio transactions through an affiliated broker-dealer, acting as an
agent and not as principal, in accordance with Rule 17e-1 under the 1940 Act and other applicable
securities laws.

Although the objectives of other accounts or investment companies that the Adviser manages
may differ from those of the Fund, it is possible that, at times, identical securities will be acceptable for
purchase by the Fund and one or more other accounts or investment companies that the Adviser manages.
However, the position of each account or company in the securities of the same issue may vary with the
length of the time that each account or company may choose to hold its investment in those securities.
The timing and amount of purchase by each account and company will also be determined by its cash
position. If the purchase or sale of a security is consistent with the investment policies of the Fund and
one or more of these other accounts or companies is considered at or about the same time, transactions in
such securities will be allocated in a manner deemed equitable by the Adviser. The Adviser may combine
such transactions, in accordance with applicable laws and regulations, where the size of the transaction
would enable it to negotiate a better price or reduced commission. However, simultaneous transactions
could adversely affect the ability of the Fund to obtain or dispose of the full amount of a security that it
seeks to purchase or sell, or the price at which such security can be purchased or sold.

Because the Fund is new, as of the date of the SAI, the Fund has not paid any brokerage
commissions or directed any commissions to brokers who, in addition to providing trade execution, also
supplied the Fund with research services.

ADDITIONAL INFORMATION REGARDING THE SHARES

Shareholders will not be issued certificates for their Fund shares, unless they specifically request
certificates in writing. In any event, no certificate will be issued for fractional Fund shares. Further
information may be obtained by calling (800) 426-9157.

Each class of shares of the Fund is issued at the respective net asset value next determined after
receipt of a purchase order.

Purchases Through The Distributor. An investor may purchase shares of the Fund through
dealers that have entered into selected dealer agreements with the Distributor. An investor’s dealer who
has entered into a distribution arrangement with the Distributor is expected to forward purchase orders
and payment promptly to the Trust. Orders received by the Distributor before the Fund’s close of
business will be executed at the offering price determined at the close of regular trading on the New York
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Stock Exchange (“NYSE”) that day. Orders received by the Distributor after the Fund’s close of business
will be executed at the offering price determined after the close of regular trading of the NYSE on the
next trading day. The Distributor reserves the right to cancel any purchase order for which payment has
not been received by the fifth business day following the investment. The Fund will not be responsible
for delays caused by dealers.

Purchase By Check. Checks should be made payable to the Fund or to “PineBridge Mutual
Funds.” If the payment is for a retirement plan account for which the Adviser serves as fiduciary, please
note on the check that payment is for such an account. In the case of a new account, purchase orders by
check must be submitted directly by mail to PineBridge Mutual Funds, PineBridge Merger Arbitrage
Fund, c¢/o U.S. Bancorp Fund Services, LLC, Box 701, Milwaukee, WI 53201, together with payment for
the purchase price of such Class R or | shares and a completed New Account Application. Payment for
subsequent purchases should be mailed to PineBridge Mutual Funds, PineBridge Merger Arbitrage Fund,
c/o U.S. Bancorp Fund Services, LLC, Box 701, Milwaukee, WI 53201 and the shareholder’s Fund
account number should appear on the check.

For fiduciary retirement plan accounts, both initial and subsequent purchases should be mailed to
PineBridge Mutual Funds, PineBridge Merger Arbitrage Fund, c/o U.S. Bancorp Fund Services, LLC,
P.O. Box 701, Milwaukee, WI 53201. Certified checks are not necessary but checks are accepted subject
to collection at full face value in United States funds and must be drawn on a bank located in the United
States. Upon receipt of the completed New Account Application and payment check, the Transfer Agent
will purchase full and fractional shares of the Fund at the net asset value next computed after the check is
received. Subsequent purchases of Class R or | shares of Fund may be purchased directly through the
Transfer Agent. U.S. Bancorp reserves the right to reject any check made payable other than in the
manner indicated above. There are restrictions on the redemption of shares purchased by check for which
funds are being collected (See “Purchase of Shares” in the Prospectus).

Purchase Through U.S. Bancorp Fund Services. Shares of the Fund are sold at net asset value
(“NAV™) per share, which is calculated as of the close of regular trading (generally, 4:00 p.m. Eastern
Time) on each day that the New York Stock Exchange (“NYSE”) is open. Shares will be purchased at the
NAV next calculated after receipt of your investment. If your order is received in “good order” before
4:00 p.m. Eastern Time, shares will be purchased on that day. Requests received after 4:00 p.m. Eastern
Time will be purchased at the NAV on the next business day. “Good order” means that your purchase
request includes: the name of the Fund, the dollar amount of shares to be purchased, the account number,
and a check payable to the Fund you are purchasing.

Purchase By Federal Funds Wire. An investor may make purchases by having his or her bank
wire Federal funds to the Transfer Agent. Federal funds purchase orders will be accepted only on a day
on which the Trust and the Transfer Agent are open for business. In order to insure prompt receipt of a
Federal funds wire, it is important that these steps be followed:

-- You must have an existing PineBridge Mutual Funds Account before wiring funds. To
establish an account, complete the New Account Application and send it via mail or overnight delivery to
PineBridge Mutual Funds, PineBridge Merger Arbitrage Fund, c/o U.S. Bancorp Fund Services, LLC,
615 E.Michigan Street, Third Floor, Milwaukee, W1 53202.

-- Call the Transfer Agent, toll free at (800) 426-9157, to obtain your new account number.
-- Instruct the bank to wire the specified amount to the Transfer Agent: U.S. Bank, N.A.

Milwaukee, WI, ABA# 075000022; Credit U.S. Bancorp Fund Services, DDA# 112-952-137, PineBridge
Merger Arbitrage Fund [Class ___ ] (include shareholder name and account number).
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Telephone Transactions. For your protection, telephone requests are recorded in order to verify
their accuracy. In addition, U.S. Bancorp Fund Services will take measures to verify the identity of the
caller, such as asking for a name, account number, social security or other taxpayer identification number
and other relevant information. If appropriate measures are not taken, the Trust is responsible for any
losses that may occur to any account due to an unauthorized telephone call. Also for your protection,
telephone transactions are not permitted on accounts with names or addresses that have changed within
the past 30 days. At times of peak activity, it may be difficult to place requests by phone. During these
times, consider sending your request in writing. Once a telephone transaction has been placed, it cannot
be canceled or modified.

ADDITIONAL INFORMATION REGARDING PURCHASES OF
CLASS R AND | SHARES

Class R and I shares of the Fund may be purchased without sales commission at the net asset
value per share next determined after an order is received in proper form by the Trust. Initial investments
in the Class | shares of the Fund must be at least $1,000,000, and subsequent minimum investments must
be at least $1,000. Class | shares may be purchased and subsequent investments may be made without
being subject to the minimum or subsequent investment limitations at the discretion of the Trust’s
officers. For Class R shares, there is a minimum initial investment of $2,500 for non-retirement accounts,
$1,000 for retirement accounts, and $500 for Automatic Investment Plan provided that at least $50 is
invested each month. Subsequent investments for Class R shares must be at least $100 for non-retirement
accounts and $25 for retirement accounts.

Class | shares may be purchased and subsequent investments may be made by principals, officers,
associates and employees of the Trust and its affiliates, their families, and their business or personal
associates, either directly by the Adviser, or through their individual retirement accounts, and by any
pension or profit-sharing plan, without being subject to the minimum or subsequent investment
limitations.

Payment does not need to be converted into Federal Funds (moneys credited to the Trust’s
Custodian Bank by a Federal Reserve Bank) before the Trust will accept it for investment. Specify on the
Account Registration Form the Fund into which the funds should be invested. An order received in
proper form prior to the close of the New York Stock Exchange (generally 4:00 p.m. Eastern Time) (the
“NYSE”) will be executed at the price computed on the date of receipt; and an order received not in
proper form or after the close of the NYSE will be executed at the price computed on the next day the
NYSE is open after proper receipt. The NYSE will be closed on the following days: New Year’s Day;
Martin Luther King, Jr.’s Birthday; Presidents’ Day; Good Friday; Memorial Day; Independence Day;
Labor Day; Thanksgiving Day; and Christmas Day.

The Fund reserves the right in its sole discretion (1) to suspend the offering of its shares, (2) to
reject purchase orders when in the judgment of management such rejection is in the best interests of the
Trust, and (3) to reduce or waive the minimum for initial and subsequent investment for certain fiduciary
accounts such as employee benefit plans or under circumstances where certain economies can be achieved
in sales of the Fund’s shares.

Class | shares of the Fund may be purchased by customers of broker-dealers or other financial
intermediaries (“Service Agents”) that deal with the Trust on behalf of their customers. Service Agents
may impose additional or different conditions on the purchase or redemption of Fund shares and may
charge transaction or other account fees. Each Service Agent is responsible for transmitting to its
customers a schedule of any such fees and information regarding any additional or different purchase and
redemption conditions. Shareholders who are customers of Service Agents should consult their Service
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Agent for information regarding these fees and conditions. Amounts paid to Service Agents may include
transaction fees and/or service fees paid by the Trust from the Trust’s assets attributable to the Service
Agent, and which would not be imposed if Class | shares of the Fund were purchased directly from the
Trust or the Distributor. The Service Agents may provide shareholder services to their customers that are
not available to a shareholder dealing directly with the Trust. A salesperson and any other person entitled
to receive compensation for selling or servicing shares of the Fund may receive different compensation
with respect to one particular class of shares over another in the Trust.

Service Agents, or if applicable, their designees, that have entered into agreements with the Trust
or its agent, may enter confirmed purchase or redemption orders on behalf of clients and customers, with
payment to follow no later than the Fund’s pricing on the following business day. If payment is not
received by the Trust’s Transfer Agent by such time, the Service Agent could be held liable for resulting
fees or losses. The Fund may be deemed to have received a purchase or redemption order when a Service
Agent, or, if applicable, its authorized designee, accepts the order. Orders received by the Trust in proper
form will be priced at the Fund’s net asset value next computed after they are accepted by the Service
Agent or its authorized designee. Service Agents are responsible to their customers and the Trust for
timely transmission of all subscription and redemption requests, investment information, documentation
and money.

ADDITIONAL INFORMATION REGARDING REDEMPTION OF SHARES
Please refer to the Prospectus for information on redemption of Fund shares.

If the Trustees determine that it would be detrimental to the best interests of the remaining
shareholders of the Fund to make payment wholly or partly in cash, the Trust, having filed with the SEC a
notification of election pursuant to Rule 18f-1 on behalf of the Fund, may pay the redemption price in
whole, or in part, by a distribution in kind of securities or other assets from the Fund in lieu of cash. In
conformity with applicable rules of the SEC, the Fund is committed to pay in cash all requests for
redemption, by any shareholder of record, limited in amount with respect to each shareholder during any
90-day period to the lesser of (i) $250,000, or (ii) 1% of the net asset value of the Fund at the beginning of
such period. If shares are redeemed in kind, the redeeming shareholder would incur brokerage costs in
converting the assets into cash. The method of valuing portfolio securities is described below in the
section entitled “Determination of Net Asset Value,” and such valuation will be made as of the same time
the redemption price is determined.

The Trust and the Trust’s Transfer Agent will employ reasonable procedures to confirm that
instructions communicated by telephone are genuine, and they may be liable for any losses if they fail to
do so. These procedures include requiring the investor to provide certain personal identification at the
time an account is opened, as well as prior to effecting each transaction requested by telephone. In
addition, all telephone transaction requests will be recorded and investors may be required to provide
additional telecopied written instructions of such transaction requests. Once a telephone transaction has
been placed, it cannot be canceled or modified. Neither the Trust nor the Transfer Agent will be
responsible for any loss, liability, cost or expense for following instructions received by telephone that it
reasonably believes to be genuine. Shareholders will be charged a $15 fee by the Transfer Agent for
outgoing wire transfers.

The Distributor is authorized, as agent for the Fund, to offer to repurchase shares that are
presented by telephone to the Distributor by investment dealers. Repurchase orders received by the
Distributor after the Fund’s close of business will be priced based on the next business day’s close.
Dealers may charge for their services in connection with the repurchase, but neither the Fund nor the
Distributor imposes any such charge. The offer to repurchase may be suspended at any time.
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EXCHANGE PRIVILEGES

Shareholders in any of the PineBridge Mutual Funds may exchange their shares for the same
class of shares of any other series of the Trust (each, a “Fund”) that offer such class of shares at the
respective net asset value per share. Before making an exchange, a shareholder should obtain and review
the prospectus of the Fund whose shares are being acquired. All exchanges are subject to applicable
minimum initial or subsequent investment requirements. All exchanges can be effected only if the shares
to be acquired are qualified for sale in the state in which the shareholder resides. An exchange of shares
will constitute a taxable transaction and, accordingly, a capital gain or loss may be realized except for
individual retirement accounts (“IRAs”), 401(k) plans, Keogh Plans, and other qualified retirement or tax-
exempt plans or accounts. The exchange privilege may be terminated or modified upon 60 days’ written
notice.

Because excessive trading (including short-term “market timing” trading) can hurt a Fund’s
performance, each Fund may refuse any exchange transaction without any prior notice, if in the opinion
of the Funds, the transaction may be a market timing activity or if the transaction is excessive.

Exchange requests should be made by calling 1-800-426-9157 or by writing to PineBridge
Mutual Funds, c/o U.S. Bancorp Fund Services, LLC. P.O. Box 701, Milwaukee, W1 53201-0701.

Any such exchange will be based on the respective net asset values of the shares involved. There
is no sales commission or charge of any kind. You may obtain a prospectus by calling the Trust at 1-800-
426-9157. Investor correspondence should be directed to the PineBridge Mutual Funds, c/o U.S. Bancorp
Fund Services, LLC. P.O. Box 701, Milwaukee, WI 53201-0701.Telephone exchanges will be accepted
only if the certificates for the shares to be exchanged are held by the Trust for the account of the
shareholder and the registration of the two accounts is identical. Requests for exchanges received prior to
the close of the NYSE (generally 4:00 p.m. Eastern Time) will be processed as of the close of business on
the same day. Requests received after the close of the NYSE will be processed on the next business day.
Once a telephone transaction has been placed, it cannot be canceled or modified. Neither the Transfer
Agent nor the Administrator will be responsible for the authenticity of the exchange instructions received
by telephone. Exchanges may also be subject to limitations as to amounts or frequency, and to other
restrictions established by the Board to assure that such exchanges do not disadvantage the Trust and its
shareholders.

DETERMINATION OF NET ASSET VALUE

Fund shares are valued each business day as of the close of regular trading on the NYSE
(generally 4:00 p.m., Eastern Time). The NAYV is calculated by dividing the total value of the net assets
allocable to each class by the outstanding shares of such class. Investments for which market quotations
are readily available are valued at their price as of the close of regular trading on the NYSE for the day.
All other securities and assets are valued at fair value following procedures approved by the Trustees.

Fair Value Pricing

Securities for which market prices are not “readily available,” or which, in the judgment of the
Adviser, have market prices that are stale or do not represent fair value, or securities which cannot be
valued using the methodologies described above, will generally be valued in accordance with the fair
value procedures established by the Board of Trustees of the Trust. In addition, if a security’s value has
been materially affected by events occurring after the close of the exchange or market on which the
security is principally traded, that security may be valued by another method that the Board believes
accurately reflects fair value. For example, in the case of securities that principally trade on a foreign
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market or exchange, a significant gap in time can exist between the time of a particular security’s last
trade and the time at which the Fund calculates its NAV. The closing prices of such securities may no
longer reflect their market value at the time the Fund calculates its NAV if an event that could materially
affect the value of those securities has occurred between the time of the security’s last trade and the time
at which the Fund calculates its NAV. In addition, the securities of small capitalization companies are
more likely to require fair valuation because they are more thinly traded and less liquid than the securities
of larger capitalization companies.

Generally, the fair value of a portfolio security is the amount that the Fund might reasonably
expect to receive upon its current sale. The information the Adviser may review when making a
determination as to the fair value of a portfolio security may include: (i) the type of security or asset; (ii)
the cost at the date of purchase; (iii) the size of the Fund’s holding; (iv) the most recent closing market
prices; (v) fundamental analytical data relating to the investment in the security; (vi) the nature and
duration of any restriction on the disposition of the security; (vii) the Adviser’s evaluation of the forces
that influence the market in which the security is purchased and sold; (viii) the financial statement of the
issuer; (ix) special reports prepared by analysts; (x) information as to any transactions or offers with
respect to the security; (xi) existence of merger proposals or tender offers affecting the security; (xii) the
price and extent of public trading in similar securities of the issuer or comparable companies and other
relevant matters; (xiii) changes in interest rates; (xiv) observations from financial institutions; (xv)
government (domestic or foreign) actions or pronouncements; (xvi) other news events; and (xvii) other
possible methods of valuing portfolio securities.

There can be no assurance that the Fund could purchase or sell a portfolio security at the price
used to calculate the Fund’s NAV. In the case of fair valued portfolio securities, lack of information and
uncertainty as to the significance of information may lead to a conclusion that a prior valuation is the best
indication of a portfolio security’s present value. Fair valuations generally remain unchanged until new
information becomes available. Consequently, changes in the fair valuation of portfolio securities may be
less frequent and of greater magnitude than changes in the price of portfolio securities valued by an
independent pricing service, or based on market quotations.

Attempts to determine the fair value of securities introduce an element of subjectivity to the
pricing of securities. As a result, the price of a security determined through fair valuation techniques may
differ from the price quoted or published by other sources and may not accurately reflect the market value
of the security when trading resumes. If a reliable market quotation becomes available for a security
formerly valued through fair valuation techniques, the Adviser compares the new market quotation to the
fair value price to evaluate the effectiveness of the Trust’s fair valuation procedures. If any significant
discrepancies are found, the Adviser may adjust the Trust’s fair valuation procedures. The fair value
procedures are principally implemented by the Adviser.

DIVIDENDS, OTHER DISTRIBUTIONS AND TAXES

Dividends and other Distributions. Dividends from net investment income and distributions of
the excess of net short-term capital gain over net long-term capital loss (“net short-term capital gain”) and
of net capital gain (i.e., the excess of net long-term capital gain over net short-term capital loss) (“capital
gain distributions™), if any, will be distributed at least annually to the shareholders of the Fund. For
purposes of calculating capital gain distributions, the Fund offsets any prior taxable year’s capital loss
carryovers against the current taxable year’s realized capital gains, if any; accordingly, no capital gain
distributions will be made by the Fund for a taxable year until it has realized gains in that year in excess
of any such loss carryover.

Dividends and other distributions paid by the Fund will be paid in additional Fund shares of the

41




distributing class based on the NAV of those shares at the Fund’s close of business on the distribution
date, unless the shareholder notifies the Fund at least five business days prior to that date to receive such
distributions in cash.

Taxes. The Fund intends to be treated as a regulated investment company (a “RIC”) under
subchapter M the Code. As long as the Fund so qualifies, the Fund (but not its shareholders) will not be
subject to federal income tax on the part of its investment company taxable income (generally consisting
of net investment income, net short-term capital gain and net gains and losses from certain foreign
currency transactions, if any, all determined without regard to any deduction for dividends paid) and net
capital gain that it distributes to its shareholders. The Fund intends to distribute substantially all of such
income and gain. If the Fund were to fail to so qualify, (1) it would be taxed on the full amount of its
taxable income at regular corporate rates without any deduction for distributions to its shareholders and
(2) shareholders would treat all distributions, including distributions of net capital gain, as dividends to
the extent of the Fund’s earnings and profits, taxable as ordinary income (except that, for individual
shareholders, the part thereof that is “qualified dividend income,” as described in the Prospectus (“QDI”)
would be subject to federal income tax at the rate for net capital gain — currently a maximum of 15%);
those dividends would be eligible for the dividends-received deduction available to corporations under
certain circumstances. In addition, the Fund could be required to recognize unrealized gains, pay
substantial taxes and interest and make substantial distributions before requalifying for RIC treatment.

To continue to qualify for treatment as a RIC, the Fund must distribute to its shareholders at least
90% of its investment company taxable income for each taxable year (“Distribution Requirement”) and,
among other things, (1) derive at least 90% of its gross income each taxable year from (a) dividends,
interest, payments with respect to securities loans, gains from the sale or other disposition of securities or
foreign currencies and other income (including gains from options, futures or forward contracts) derived
with respect to its business of investing in securities or those currencies, and (b) net income from an
interest in a “qualified publicly traded partnership” (“QPTP”) (“Income Requirement”) and (2) diversify its
holdings so that, at the end of each quarter of its taxable year, (2) at least 50% of the value of its total assets is
represented by cash and cash items, Government securities, securities of other RICs and other securities, with
these other securities limited, in respect of any one issuer, to an amount that does not exceed 5% of the value
of the Fund’s total assets and that does not represent more than 10% of the issuer’s outstanding voting
securities (equity securities of QPTPs being considered voting securities for these purposes), and (b) not more
than 25% of the value of its total assets may be invested in (a) securities (other than Government securities or
securities of other RICs) of any one issuer, (b) securities (other than securities of other RICs) of two or more
issuers the Fund controls that are determined to be engaged in the same, similar or related trades or businesses
or (c) securities of one or more QPTPs. Qualification as a RIC under the Code for tax purposes does not
entail government supervision of management and investment policies.

The Fund will be subject to a nondeductible 4% excise tax (“Excise Tax”) to the extent it fails to
distribute by the end of any calendar year the sum of (1) at least 98% of its ordinary income for the
calendar year, (2) at least 98.2% of its capital gains in excess of its capital losses (“capital gain net
income”) for the 12-month period ending on October 31 of the calendar year and (3) all undistributed
ordinary income and capital gain net income for previous years. The Fund intends to make distributions
sufficient to avoid the Excise Tax. For these and other purposes, a distribution will be treated as paid on
December 31 of a calendar year if declared by the Fund in October, November or December of that year,
payable to shareholders of record on a date in one of those months and paid by the Fund during January of
the following year. Any such distributions will be taxable to shareholders as of December 31, rather than
the date on which they receive the distributions.

Dividends from net investment income and net short-term capital gain that the Fund pays are
taxable to its shareholders as ordinary income, except that, as described in the Prospectus, a portion of the
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Fund’s dividends from net investment income may be QDI or eligible for the dividends-received
deduction allowed to corporations. Any net capital gain that is distributed to shareholders will be taxable
to them as long-term capital gains, regardless of the length of time a shareholder has owned his or her
shares. The maximum long-term capital gains tax rate for individuals is 15% for taxable years beginning
before January 1, 2012. The capital gains tax rate is the same as the tax rate for ordinary income (35%)
for corporate shareholders. The tax treatment described in this paragraph applies irrespective of whether
the distributions are received in cash or reinvested in additional shares.

On a redemption or exchange of shares, a shareholder will realize a taxable gain or loss
depending on the shareholder’s basis in the shares. That gain or loss will be treated as capital gain or loss
if the shares are capital assets in the shareholder’s hands. Any such capital gain generally will be treated
as short-term capital gain, taxable at the same rates as ordinary income, if the shares are held for not more
than 12 months and as long-term capital gain, taxable for individuals at the maximum rate of 15%, if the
shares are held for more than 12 months. A loss recognized on a redemption or exchange of shares held
for six months or less, however, will be treated as long-term capital loss to the extent of any distributions
of net capital gain received with respect to those shares.

Generally, part or all of any loss realized on a redemption or exchange of shares of the Fund will
be disallowed if other shares of the Fund are acquired (whether through the automatic reinvestment of
distributions or otherwise) within a 61-day period beginning 30 days before and ending 30 days after the
date that the shares are disposed of. In such a case, the basis in the acquired shares will be adjusted to
reflect the disallowed loss.

Pursuant to legislation passed by Congress in 2008, a Fund shareholder who wants to use the
average cost method for determining basis with respect to his or her Fund shares acquired after December
31, 2011 (“Covered Shares”), must elect to do so in writing (which may be electronic). If a
shareholder of the Fund fails to affirmatively elect the average cost method, the basis determination will
be made in accordance with the Fund’s default method, which might be a method other than average cost.
If, however, the Fund's default method is average cost and a shareholder wishes to use a different
acceptable method for basis determination (e. g., a specific identification method), the shareholder may
elect to do so. The cost basis method a shareholder elects may not be changed with respect to a
redemption of Covered Shares after the settlement date of the redemption.

That legislation also requires the Fund (or its administrative agent) to report to the Internal
Revenue Service (“IRS”) and furnish to its shareholders the cost basis information for Covered Shares. In
addition to the current requirement to report the gross proceeds from the sale of Fund shares, each Fund
will also be required to report the cost basis information for Covered Shares and indicate whether they
had a short-term or long-term holding period. Fund shareholders should consult with their tax advisors to
determine the best IRS-accepted cost basis method for their tax situation and to obtain more information
about how the cost basis reporting law applies to them.

Dividends and interest the Fund receives, and gains it realizes, on foreign securities may be
subject to income, withholding or other taxes imposed by foreign countries and U.S. possessions that
would reduce the yield and/or total return on its investments. Tax conventions between certain countries
and the United States may reduce or eliminate these taxes, however, and many countries do not impose
taxes on capital gains in respect of investments by foreign investors. It is impossible to determine in
advance the effective rate of foreign tax to which the Fund will be subject, since the amount of the Fund’s
assets to be invested in various countries is not known. It is not anticipated that the Fund will qualify to
pass through to its shareholders the ability to claim as a foreign tax credit or deduction their respective
shares of foreign taxes the Fund pays.
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The use of hedging strategies, such as writing (selling) and purchasing options and futures and
entering into forward contracts, involves complex rules that will determine for income tax purposes the
amount, character and timing of recognition of the gains and losses the Fund realizes in connection
therewith. Gain from the disposition of foreign currencies and gains from options, futures and forward
contracts the Fund derives with respect to its business of investing in securities or foreign currencies, will
be treated as qualifying income under the Income Requirement.

Investments in futures and options may cause the Fund to recognize taxable income prior to the
receipt of cash, thereby requiring the Fund to liquidate other positions, or to borrow money, so as to be
able to make sufficient distributions to its shareholders to satisfy the Distribution Requirement and avoid
imposition of the Excise Tax. Moreover, some or all of that recognized taxable income may be ordinary
income or short-term capital gain, with the result that distributions thereof to shareholders will be taxable
as ordinary income.

Dividends the Fund pays to a foreign shareholder -- other than dividends paid to a foreign
shareholder whose ownership of shares is effectively connected with a U.S. trade or business the
shareholder carries on and distributions of net capital gain paid to a nonresident alien individual who is
physically present in the United States for no more than 182 days during the taxable year -- generally will
be subject to a federal withholding tax of 30% (or lower treaty rate). However, two categories of
dividends, “short-term capital gain dividends” and “interest-related dividends,” will be exempt from that
tax for taxable years beginning before 2012 (or later if Congress enacts legislation extending this
provision). “Short-term capital gain dividends” are dividends that are attributable to net short-term
capital gain, computed with certain adjustments. “Interest-related dividends” are dividends that are
attributable to “qualified net interest income” (“qualified interest income” less allocable deductions),
which generally consists of certain original issue discount, interest on obligations “in registered form” and
interest on deposits.

For federal income tax purposes, the Fund’s unused capital loss carryovers will be available to be
applied against the Fund’s future capital gains, if any, that are realized prior to the expiration of the
carryover. Under recently enacted legislation, net capital losses sustained in future taxable years will not
expire and may be carried over by the Fund indefinitely.

The foregoing is a general and abbreviated summary of the applicable provisions of the federal
tax law currently in effect. Shareholders are urged to consult their tax advisors regarding specific
questions as to federal, state and local taxes. In addition, foreign investors should consult with their own
tax advisors regarding the particular tax consequences to them of an investment in the Fund.

RETIREMENT PLANS

Shares of the Fund are eligible to be purchased in conjunction with various types of qualified
retirement plans and accounts. The summary below is only a brief description of the applicable federal
income tax law and does not purport to be complete. Further information, or an application to invest in
shares of the Fund by establishing any of the retirement plans or accounts described below, may be
obtained by calling the Transfer Agent at (800) 426-9157. However, it is recommended that a
shareholder considering any retirement plan or account consult a tax adviser before participating.
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Pension and Profit-Sharing Plans. Sections 401(a) and 401(k) of the Code permit business
employers and certain associations to establish pension and profit-sharing plans for employees. Shares of
the Fund may be purchased by plans for non-corporate employers (including self-employed individuals),
as well as by corporate plans. Each retirement plan provides tax advantages for owners and participants.
Contributions made by the employer are tax-deductible, and participants do not pay taxes on contributions
or earnings until withdrawn.

Tax-Sheltered Custodial Account. Section 403(b)(7) of the Code permits public school
employees and employees of certain types of charitable, educational and scientific organizations specified
in section 501(c)(3) of the Code to purchase shares of the Fund and, subject to certain limitations, exclude
the amount of purchase payments from gross income for tax purposes.

Individual Retirement Account (IRA). Section 408 of the Code permits eligible individuals to
contribute to an individual retirement program, including a Simplified Employee Pension Plan,
commonly referred to as a SEP-IRA. IRAs are subject to limitations with respect to the amount that may
be contributed, the deductibility of those amounts, the eligibility of individuals and the time in which
distributions may or must commence. In addition, certain distributions from some other types of
retirement plans may be transferred on a tax-deferred basis to an IRA.

Savings Incentive Match Plan For Employees (“SIMPLE IRA”). This plan provides small
employers with a simplified tax-favored retirement plan. Contributions are deducted from the employee’s
paycheck before taxes and are deposited into a SIMPLE IRA by the employer, which must make either
matching contributions or non-elective contributions. Contributions are tax-deductible for the employer,
and participants do not pay taxes on contributions or earnings until they are withdrawn.

Roth IRA. A shareholder whose adjusted gross income (or combined adjusted gross income
with his or her spouse) does not exceed certain levels may establish and contribute to a Roth IRA.
Contributions to a Roth IRA are not deductible; however, earnings accumulate tax-free in a Roth IRA,
and withdrawals of earnings are not subject to federal income tax if the account has been held for at least
five years and the account holder has reached age 59%2 (or certain other conditions apply).

Coverdell Education Savings Account (“CESA”). Although not technically for retirement
savings, a CESA provides a vehicle for saving for a child’s education. A CESA may be established for
the benefit of any minor, and any person whose adjusted gross income does not exceed certain levels may
contribute to a CESA, provided that no more than $2,000 may be contributed for any year to CESAs for
the same beneficiary. Contributions are not deductible and may not be made after the beneficiary reaches
age 18; however, earnings accumulate tax-free, and withdrawals are not subject to tax if used to pay the
qualified education expenses of the beneficiary (or a member of his or her family).

DESCRIPTION OF CLASSES

Ownership of the Trust is represented by transferable shares of beneficial interest. The
Declaration of Trust permits the Trustees to issue an unlimited number of full and fractional shares, par
value $.001 per share, and to divide or combine the shares into a greater or lesser number of shares
without thereby changing the proportionate beneficial interests of the Trust.

Currently, five series of shares of the Trust have been authorized pursuant to the Declaration of
Trust: US Micro Cap Growth Fund, US Small Cap Growth Fund, US Focus Equity Fund, US 25 Equity
Fund and Merger Arbitrage Fund. Each Fund offers Class | and Class R shares. The Trustees may
authorize the creation of additional series and classes to offer investors additional investment portfolios
within the Trust that would operate independently from the Trust’s present Funds, or to distinguish
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among shareholders, as may be necessary to comply with future regulations or other unforeseen
circumstances. Each series represents the interests of the shareholders of that series in a particular
portfolio of Trust assets. In addition, the Trustees may authorize the creation of additional classes of
shares in the future, which may have fee structures different from those of existing classes and/or may be
offered only to certain qualified investors.

Shareholders are entitled to a full vote for each full share held. The Trustees have terms of
unlimited duration (subject to certain removal procedures) and have the power to alter the number of
Trustees, and appoint their own successors, provided that at all times at least a majority of the Trustees
have been elected by shareholders. The voting rights of shareholders are not cumulative, so that holders
of more than 50% of the shares voting can, if they choose, elect all Trustees. Although the Trust need not
hold annual meetings of shareholders, the Trustees may call special meetings of shareholders for action
by shareholder vote as may be required by the 1940 Act or the Declaration of Trust. Also, a shareholders
meeting for the purpose of electing or removing Trustees must be called, if so requested by the holders of
record of 10% or more of the outstanding shares of the Trust. In addition, the Trustees may be removed
by the action of the holders of record of two-thirds or more of the outstanding shares. All series of shares
will vote with respect to certain matters, such as election of Trustees. When all series of shares are not
affected by a matter to be voted upon, such as approval of investment advisory agreements or changes in
a Fund’s policies, only shareholders of the series affected by the matter may be entitled to vote.

All classes of shares of a given Fund are identical in all respects, except that (i) each class may
bear differing amounts of certain class-specific expenses; (ii) Class R shares are subject to a Rule 12b-1
fee; (iii) Class R shares have voting rights on matters that pertain to the Rule 12b-1 plan adopted with
respect to such class; (iv) Class | shares are sold without a sales charge or Rule 12b-1 distribution fee and
have a minimum initial investment requirement of $1,000,000; and (v) each class of shares will be
exchangeable only into the same class of shares of any of the other Funds that offer that class. All shares
of the Trust issued and outstanding and all shares offered by its Prospectuses when issued are fully paid
and non-assessable. Shares have no preemptive or other subscription rights and are freely transferable on
the books of the Trust. In addition, shares have no conversion rights, except as described above.

The Declaration of Trust provides that no Trustee of the Trust is liable to the Trust or to a
shareholder, nor is any Trustee liable to any third persons in connection with the affairs of the Trust,
except as such liability may arise from his or its own bad faith, willful misfeasance, gross negligence or
reckless disregard of his duties. It also provides that all third persons shall look solely to the Trust’s
property for satisfaction of claims arising in connection with the affairs of the Trust. With the exceptions
stated, the Declaration of Trust provides that a Trustee, Officer, employee or agent is entitled to be
indemnified against all liability in connection with the affairs of the Trust. The Trust shall continue,
without limitation of time, subject to the provisions in the Declaration of Trust concerning termination by
action of the Trustees, upon 60 days prior written notice to the Shareholders. Any Series may be
terminated at any time by the Trustees upon 60 days prior written notice to the Shareholders of that series.

PROXY VOTING POLICIES AND PROCEDURES

The Board has adopted proxy voting policies and procedures (“Proxy Policies”) wherein the Trust
has delegated to the Adviser the responsibility for voting proxies, subject to the Board’s supervision and
oversight. Notwithstanding this delegation of responsibilities, the Fund reserves the right to vote proxies
relating to its portfolio securities. The fundamental purpose of the Proxy Policies is to ensure that each
vote will be in a manner that reflects the best interest of the Fund and its shareholders, taking into account
the value of the Fund’s investments.

The Adviser's policy is to seek to make the best interests of its client its sole consideration when
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voting proxies (for those clients where the Adviser has been given proxy voting authority). To implement
this policy, the Adviser has developed specific voting procedures and guidelines, established the
PineBridge Investments Proxy Committee (the “Proxy Committee”), and engaged a proxy voting vendor
("Proxy Service Vendor") to assist the Adviser in the execution of its procedures. The Proxy Committee
is responsible for establishing, monitoring and updating the proxy voting guidelines. The proxy voting
guidelines are implemented by a group of analysts at the Proxy Service Vendor. The Proxy Committee
works with these analysts on an ongoing basis to keep policies current, discuss emerging corporate
governance issues, and evaluate vote decisions for new types of shareholder proposals. The Proxy Service
Vendor will periodically prepare presentations for the Proxy Committee that provide an overview of the
Adviser's voting patterns in comparison to a group of institutional investor peers, and also provide an
analysis of governance trends and new issues that may appear as proxy voting items. The Proxy
Committee meets with the Proxy Service Vendor's research team to review the information depicted in
these reports, in order to evaluate policy and voting-decision process updates. Proxy voting items are
predominantly analyzed and evaluated and voted based on the proxy voting guidelines. With respect to
certain pre-specified issues that normally appear in proxies, or, for unanticipated issues (where no policy
instructions have been given to the Proxy Service Vendor), the related proxies will generally be
automatically referred to the Adviser, which would then provide guidance on the voting of the same.

In the case of a material conflict between the interests of the Adviser, a principal underwriter, or
an affiliated person and those of its clients, including the Fund, the Adviser will take steps (which may
include consulting with counsel) to address such conflicts, and will resolve all conflicts in the client’s best
interest.

Every reasonable effort will be made to vote proxies. However, the Adviser is not required to
vote a proxy if it is not practicable to do so or it determines that the potential costs involved with voting a
proxy outweigh the potential benefits to the Fund and its shareholders.

More Information. The actual voting records relating to portfolio securities during the most
recent 12-month period ended June 30 will be available without charge, upon request by calling toll-free,
1-800-426-9157 or by accessing the SEC’s website at www.sec.gov.

PORTFOLIO HOLDINGS INFORMATION

It is the Trust’s policy to protect the confidentiality of portfolio holdings and prevent the selective
disclosure of non-public information concerning the Fund. The Fund maintains portfolio holdings
disclosure policies that govern the timing and circumstances of disclosure to shareholders and third
parties of information regarding the portfolio investments held by the Fund. These portfolio holdings
disclosure policies have been approved by the Board.

In accordance with SEC regulatory requirements, the Fund will file a complete schedule of its
portfolio holdings on a quarterly basis within 60 days of the end of each fiscal quarter in the Annual
Report and Semi-Annual Report to Fund shareholders and in the quarterly holdings report on Form N-Q.
These reports will be available, free of charge, on the EDGAR database on the SEC’s website at
www.sec.gov. The Fund’s portfolio holding information will also be available one month after each
month end upon request at 1-800-426-9157.

The Fund’s portfolio holdings information may only be disclosed to persons who have a
legitimate business reason to have the information.

Non-public portfolio holdings information may not be provided to any actual or prospective
shareholder of the Fund, any institutional investor, or any broker-dealer or financial intermediary who
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seeks such information for purposes of determining whether to invest in the Fund. This is not considered
a legitimate business need for the information.

Non-public portfolio holdings information may only be provided to the following categories of
persons based upon the fact that they have a legitimate business need for such information or are subject to a
general duty of confidentiality:

(a) The Adviser and its access persons;

(b) Administrator;

(c) Fund Accountant;

(d) Independent registered public accounts to the Fund;

(e) Legal counsel to the Fund or the independent Trustees of the Trust;

(f) Custodian to the Funds;

(g) Companies that provide analytical services to the Fund and the Adviser;

(h) Pricing services employed by the Fund,;

(h) Proxy voting services employed by the Fund;

(i) Companies that provide back or middle office support to the Adviser;

(1) Broker-dealers who provide execution or research services for the Fund (including
identifying potential buyers and sellers of securities that are held by the Fund);

(k) Broker-dealers who provide quotations that are used in pricing when a pricing service is
unable to provide a price or it is determined to be unreliable;

(m) Mailing services; and
(n) Companies that provide other services that are deemed to be beneficial to the Fund.

The Fund may distribute (or authorize a service provider to distribute) complete or partial lists of
portfolio holdings to ratings and ranking agencies. The information is provided no earlier than one month
following the completion of the most recent calendar month.

The Fund may grant exceptions to permit additional disclosure of portfolio holdings information
at differing times and with differing lag times to certain individuals or entities, provided that: (1) the
recipient is subject to a written confidentiality agreement; (2) the recipient will utilize the information to
reach certain conclusions about the investment management characteristics of the Fund and will not use
the information to facilitate or assist in any investment program and (3) the recipient will not provide this
information to third parties. In such cases, disclosure of the Fund’s portfolio holdings information may
be made only with prior written approval of the Trust’s Chief Executive Officer, Chief Financial Officer,
or its Chief Compliance Officer.
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Violations of these policies are reported to the Trust’s Board. In no event shall the Adviser, its
affiliates or employees, the principal underwriter or its affiliates, or the Fund receive any direct or indirect
compensation in connection with the disclosure of information about the Fund’s portfolio holdings.

Any conflict between the interests of shareholders and the interests of the Adviser or any of their
affiliates, will be reported to the Board, which will make a determination that is in the best interests of
shareholders.

ADDITIONAL INFORMATION

Reports To Shareholders. The Trust sends audited annual and unaudited semi-annual reports to
shareholders of the Fund. In addition, the Transfer Agent sends a statement to each shareholder having an
account with the Trust to confirm transactions in the account.

CODES OF ETHICS

The Trust, the Adviser and the Trust’s principal underwriter have each adopted a written Code of
Ethics under Rule 17j-1 of the 1940 Act. The Codes of Ethics provide guidelines for personnel subject to
the Codes of Ethics who invest in certain securities, including securities that may be purchased or held by
a Fund.

FINANCIAL STATEMENTS
Because the Fund is new, it does not have financial information. When it becomes available you

may request a copy of the Annual Report at no charge by calling (800) 426-9157 or by writing the Fund at
U.S. Bancorp Fund Services, LLC, 615 East Michigan Street, 3rd Floor, Milwaukee, W1 53202.

49




APPENDIX A
DESCRIPTION OF SECURITIES RATINGS

SHORT-TERM ISSUE CREDIT
Standard & Poor’s Short-Term Issue Credit Ratings

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

A-1 — A short-term obligation rated ‘A-1’ is rated in the highest category by Standard & Poor’s.
The obligor’s capacity to meet its financial commitment on the obligation is strong. Within this category,
certain obligations are designated with a plus sign (+). This indicates that the obligor’s capacity to meet
its financial commitment on these obligations is extremely strong.

A-2 — A short-term obligation rated ‘A-2’ is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than obligations in higher rating categories. However,
the obligor’s capacity to meet its financial commitment on the obligation is satisfactory.

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

B — A short-term obligation rated ‘B’ is regarded as having significant speculative characteristics.
Ratings of ‘B-1’, ‘B-2’, and ‘B-3" may be assigned to indicate finer distinctions within the ‘B’ category.
The obligor currently has the capacity to meet its financial commitment on the obligation; however, it
faces major ongoing uncertainties which could lead to the obligor’s inadequate capacity to meet its
financial commitment on the obligation.

B-1 — A short-term obligation rated ‘B-1’ is regarded as having significant speculative
characteristics, but the obligor has a relatively stronger capacity to meet its financial commitments over
the short-term compared to other speculative-grade obligors.

B-2 — A short-term obligation rated ‘B-2’ is regarded as having significant speculative
characteristics, and the obligor has an average speculative-grade capacity to meet its financial
commitments over the short-term compared to other speculative-grade obligors.

B-3 — A short-term obligation rated ‘B-3’ is regarded as having significant speculative
characteristics, and the obligor has a relatively weaker capacity to meet its financial commitments over
the short-term compared to other speculative-grade obligors.

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

D — A short-term obligation rated ‘D’ is in payment default. The ‘D’ rating category is used

when payments on an obligation are not made on the date due even if the applicable grace period has not
expired, unless Standard & Poor’s believes that such payments will be made during such grace period.
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The ‘D’ rating also will be used upon the filing of a bankruptcy petition or the taking of a similar action if
payments on an obligation are jeopardized.

Dual Ratings: Standard & Poor’s assigns “dual” ratings to all debt issues that have a put option or
demand feature as part of their structure. The first rating addresses the likelihood of repayment of
principal and interest as due, and the second rating addresses only the demand feature. The long-term
rating symbols are used for bonds to denote the long-term maturity and the short-term rating symbols for
the put option (for example, ‘AAA/A-1+"). With U.S. municipal short-term demand debt, note rating
symbols are used with the short-term issue credit rating symbols (for example, *‘SP-1+/A-1+7).

Moody’s Investors Service’s Short-Term Ratings

Moody’s short-term ratings are opinions of the ability of issuers to honor short-term financial
obligations. Ratings may be assigned to issuers, short-term programs or to individual short-term debt
instruments. Such obligations generally have an original maturity not exceeding thirteen months, unless
explicitly noted.

Moody’s employs the following designations to indicate the relative repayment ability of rated
issuers:

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

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

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

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

Note: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most
long-term rating of the issuer, its guarantor or support-provider.

CORPORATE AND MUNICIPAL LONG-TERM DEBT RATINGS
Standard & Poor’s Long-Term Issue Credit Ratings
Issue credit ratings are based, in varying degrees, on the following considerations:

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

. Nature of and provisions of the obligation;
. Protection afforded by, and relative position of, the obligation in the event of bankruptcy,

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

The following summarizes the ratings used by Standard & Poor’s for corporate and municipal
debt:

AAA — An obligation rated ‘AAA’ has the highest rating assigned by Standard & Poor’s. The
obligor’s capacity to meet its financial commitment on the obligation is extremely strong.

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

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

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

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

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

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

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

CC - An obligation rated ‘CC” is currently highly vulnerable to nonpayment.

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

D - An obligation rated ‘D’ is in payment default. The ‘D’ rating category is used when
payments on an obligation, including a regulatory capital instrument, are not made on the date due even if
the applicable grace period has not expired, unless Standard & Poor’s believes that such payments will be
made during such grace period. The ‘D’ rating also will be used upon the filing of a bankruptcy petition
or the taking of a similar action if payments on an obligation are jeopardized. An obligation's rating is
lowered to 'D' upon completion of a distressed exchange offer, whereby some or all of the issue is either
repurchased for an amount of cash or replaced by other instruments having a total value that is less than
par.

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

NR: This indicates that no rating has been requested, that there is insufficient information on
which to base a rating, or that Standard & Poor’s does not rate a particular obligation as a matter of

policy.

Moody’s Investors Service’s Long-Term Obligation Ratings

Moody’s long-term obligation ratings are opinions of the relative credit risk of fixed-income
obligations with an original maturity of one year or more. They address the possibility that a financial
obligation will not be honored as promised. Such ratings reflect both the likelihood of default and any
financial loss suffered in the event of default.

The following summarizes the ratings used by Moody’s for corporate and municipal long-term
debt:

Aaa — Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

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

A — Obligations rated A are considered upper-medium grade and are subject to low credit risk.

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

Ba — Obligations rated Ba are judged to have speculative elements and are subject to substantial
credit risk.

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

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

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

Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from
Aa through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating
category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower
end of that generic rating category.

MUNICIPAL NOTE RATINGS

Standard & Poor’s Short-Term Municipal Note Ratings

A Standard & Poor's U.S. municipal note rating reflects the liquidity factors and market access
risks unique to notes. Notes due in three years or less will likely receive a note rating. Notes maturing

beyond three years will most likely receive a long-term debt rating. The following criteria will be used in
making that assessment:

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

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

Note rating symbols are as follows:

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

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

SP-3 — Speculative capacity to pay principal and interest.

Moody’s Investors Service’s US Municipal Short-Term Debt And Demand Obligation Ratings

There are three rating categories for short-term municipal obligations that are considered
investment grade. These ratings are designated as Municipal Investment Grade (MIG) and are divided
into three levels -- MIG 1 through MIG 3. In addition, those short-term obligations that are of speculative
quality are designated SG, or speculative grade. MIG ratings expire at the maturity of the obligation.

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

market for refinancing.

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

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

SG - This designation denotes speculative-grade credit quality. Debt instruments in this category
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may lack sufficient margins of protection.

In the case of variable rate demand obligations (VRDOSs), a two-component rating is assigned; a
long or short-term debt rating and a demand obligation rating. The first element represents Moody's
evaluation of the degree of risk associated with scheduled principal and interest payments. The second
element represents Moody's evaluation of the degree of risk associated with the ability to receive purchase
price upon demand (“demand feature™), using a variation of the MIG rating scale, the Variable Municipal
Investment Grade or VMIG rating.

When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR,
e.g., Aaa/NR or NR/VMIG 1.

VMIG rating expirations are a function of each issue's specific structural or credit features.

VMIG 1 - This designation denotes superior credit quality. Excellent protection is afforded by
the superior short-term credit strength of the liquidity provider and structural and legal protections that
ensure the timely payment of purchase price upon demand.

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

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

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