
Supplement dated December 22, 2011 
to the 

 
PineBridge Mutual Funds 

 
PineBridge US Micro Cap Growth Fund 
PineBridge US Small Cap Growth Fund 

 
Statement of Additional Information dated March 30, 2011

 
 
This supplement makes the following amendments to disclosures in the Statement of Additional 
Information (“SAI”) dated March 30, 2011, as supplemented on April 19, 2011. 
 
Effective May 11, 2011, Robin Thorn was elected to serve as Interested Trustee of PineBridge Mutual 
Funds (the “Trust”).  Accordingly, the “Trustees and Officers” section of the SAI is deleted and replaced 
with the following: 

 

Name, Year of Birth 
and Address 

Position(s) 
Held with 
Trust 

Term of 
Office and 
Length of 
Time Served 

Principal Occupation(s) 
During Past Five Years 

Number of 
Funds in 
Fund 
Complex 
Overseen by 
Trustee(1) 

Other 
Directorships 
Held 

Interested Trustee 

Robin C. Thorn(2) 
  (born 1971) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee and 
President 

Indefinite Until 
Successor 
Elected; Since 
2011 

Managing Director, Head of 
Developed Market Equities 
since 2008 at PineBridge 
Investments LLC, formerly 
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. 

3 None 

Independent Trustees 

George W. Gau 
  (born 1947) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Chairman of 
the Board 
and Trustee 

Indefinite Until 
Successor 
Elected; Since 
1999 
 

Professor of Finance and 
George S. Watson Centennial 
Professor in Real Estate, since 
1988, and J. 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. 

3 None 



Name, Year of Birth 
and Address 

Position(s) 
Held with 
Trust 

Term of 
Office and 
Length of 
Time Served 

Principal Occupation(s) 
During Past Five Years 

Number of 
Funds in 
Fund 
Complex 
Overseen by 
Trustee(1) 

Other 
Directorships 
Held 

John H. Massey 
  (born 1939) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee Indefinite Until 
Successor 
Elected; Since 
1996 

Chairman of the Fund of 
Funds Investment Committee 
for Neuberger Investment 
Management, since 1996. 

3 Corporate director: 
Hill Bancshares 
Holdings, Inc., FSW 
Holdings, Inc., and 
Central Texas 
Bankshare Holdings, 
Inc. 

David M. Reichert 
  (born 1939) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee Indefinite Until 
Successor 
Elected; Since 
1996 

Retired 3 None 

 (1) The “Fund Complex” consists of all registered investment companies for which the Adviser serves as investment 
adviser, which currently consists of the Trust (currently 3 funds). 

 (2)  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 table 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.  
 
 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. 

In addition the following sections beginning on page 28 of the SAI are deleted and replaced in their 
entirety, as follows: 
 
Trustee Ownership in the Funds 



 
 The following table shows the amount of shares beneficially owned by each Trustee in the Trust 
as of December 31, 2010.   

 

Name of Trustee 

Dollar Range of 
Equity Securities 

in the 
US Micro Cap 
Growth Fund 

Dollar Range of 
Equity Securities 

in the 
US Small Cap 
Growth Fund 

Aggregate Dollar Range 
of Equity Securities in all 

Registered Investment 
Companies Overseen by 

Trustee in Family of 
Investment Companies 

INTERESTED TRUSTEE 

Robin C. Thorn None None None 

INDEPENDENT TRUSTEE 

George W. Gau $1-10,000 None $1-10,000 

John H. Massey None None None 

David M. Reichert $50,001-100,000 $10,001- 
$50,000 Over $100,000 

 
Ownership of Securities of Investment Advisers and Related Companies 
 

As of December 31, 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 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 

 

Name of  
Independent 

Trustee 

Aggregate 
Compensation 

From  
the US Micro 
Cap Growth 

Fund 

Aggregate 
Compensation 

From 
the US Small 
Cap Growth 

Fund 

Aggregate 
Compensation 

From 
the US Focus 
Equity Fund 

Pension or  
Retirement 

Benefits  
Accrued as 

Part of Trust 
Expenses 

Estimated 
Annual 
Benefits 

Upon 
Retirement 

Total 
Compensation 

From Fund 
Complex Paid 
to Trustees(2) 

       
INTERESTED TRUSTEE 
       
Robin C. Thron None None None None None None 
       
INDEPENDENT TRUSTEES 
       
George W. Gau $7,000 $7,000 $7,000 None None $36,000 

       
John H. Massey $6,000 $6,000 $6,000 None None $30,000 

       
David M. Reichert $6,000 $6,000 $6,000 None None $30,000 

       
 (1) The “Fund Complex” is comprised of the Trust’s three Funds: US Micro Cap Growth Fund, US Small Cap 
Growth Fund, and  US 25 Equity Fund.  For the Funds’ fiscal year ended November 30, 2010, Independent Trustees’ 
fees for the Trust were $142,500. 

 

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, and receive no compensation from the Trust. 
 

 
 

*           *           *           *           * 
 

Please retain this supplement for future reference. 



 
Supplement dated June 6, 2011 

to the 
 

PineBridge Mutual Funds  
 

Prospectus dated March 30, 2011 and  
Statement of Additional Information dated March 30, 2011,  

as supplemented April 19, 2011
 

 
PineBridge Investments LLC (the “Adviser”), the investment adviser to the PineBridge US Focus Equity 
Fund (the “Fund”), has recommended that, in light of the Fund’s size and limited prospects for future 
growth, the Fund be liquidated.  Accordingly, the Fund’s Board of Trustees, has adopted a plan of 
liquidation and termination for the Fund.  Please note that the Fund will liquidate and terminate as of 
the close of business (4:00 p.m. Eastern Time) on September 30, 2011.  You are welcome, however, to 
either (1) redeem your shares or (2) exchange your shares with another PineBridge Fund, before that date. 
 
After August 1, 2011, in anticipation of the liquidation, shareholders will not be permitted to purchase 
additional Fund shares, except that he Fund will continue to accept purchases pursuant to retirement plans 
or automatic investment plans, and purchases made through reinvestment of dividends, if any, through the 
close of business (4:00 p.m. Eastern Time) on September 29, 2011.  Effective September 30, 2011, the 
Adviser will begin an orderly transition of the portfolio to cash and cash equivalents and the Fund will 
thereafter no longer be pursuing its investment objective.  Shareholders of the Fund may redeem or 
exchange their investments as described in the Fund’s Prospectus.  Accounts not redeemed or exchanged 
by the close of business (4:00 p.m. Eastern Time) September 30, 2011, will automatically be redeemed 
and net cash proceeds will be sent to the address of record.  These proceeds may be subject to federal and 
possibly state and local taxes if the shares are held in a taxable account. 
 
If you hold your shares in an IRA account, you have 60 days from the date you receive your proceeds to 
reinvest or “rollover” your proceeds into another IRA and maintain their tax-deferred status.  You must 
notify the Fund’s transfer agent at 1-800-426-9157 prior to September 23, 2011, of your intent to 
rollover your IRA account to avoid withholding deductions from your proceeds. 
 
If shares are held in a qualified retirement account such as an IRA, the proceeds may not be subject to 
current income taxation.  You should consult with your tax advisor on the consequences of the liquidation 
to you.  Checks will be issued to all shareholders of record as of the close of business on September 30, 
2011. 
 
Please contact the Fund at 1-800-426-9157 if you have any questions. 
 
 
 

*           *           *           *           * 
 

 
 
 

Please retain this supplement for future reference. 



Supplement dated April 19, 2010 
to the 

 
PineBridge Mutual Funds 

 
Statement of Additional Information dated March 30, 2011

 
 
This supplement makes the following amendments to disclosures in the Statement of Additional 
Information (“SAI”) dated March 30, 2011. 
 
Effective April 1, 2011, Jack Boyce resigned as Trustee of PineBridge Mutual Funds (the “Trust”).  All 
references to Mr. Boyce therefore are removed from the SAI.  
 
In addition, under the “Investment Policies” section of the Trust’s SAI, the sub-section entitled 
“Regulatory Aspects of Hedging Instruments” that appears on page 20, is deleted and replaced in its 
entirety with the following: 
 

Regulatory Aspects of Hedging Instruments 
 

Each Fund has claimed exclusion from the definition of a “commodity pool operator” (“CPO”) or 
a “commodity pool” under the Commodity Exchange Act (“CEA”) and is not subject to registration or 
regulation under the CEA.  Each Fund may (i) purchase and sell Futures and options thereon for bona fide 
hedging purposes, as defined under Commodity Futures Trading Commission regulations, without regard 
to the percentage of the Fund’s assets committed to margin and option premiums, and (ii) 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.  Each 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 a 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 a 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 
Investment Company Act of 1940 (the “1940 Act”), when a 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. 
 

A 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. 
 

*           *           *           *           * 
 

Please retain this supplement for future reference. 



STATEMENT OF ADDITIONAL INFORMATION 
March 30, 2011 

 
 

PineBridge US Micro Cap Growth Fund 
  

CLASS R SHARES (PBMRX) CLASS I SHARES (PBMBX) 
  

PineBridge US Small Cap Growth Fund 
  

CLASS R SHARES (PBSRX) CLASS I SHARES (PBSBX) 
  

PineBridge US Focus Equity Fund 
  

CLASS R SHARES (PBFEX) CLASS I SHARES (PBFOX) 
 

(Each a “Fund”, collectively the “Funds”) 
 
 

Each Fund is a Series of PineBridge Mutual Funds 
 
This SAI is not a prospectus, but should be read in conjunction with the current combined 

prospectus dated March 30, 2011, (the “Prospectus”) as it may be revised, of the Funds, each a series of 
PineBridge Mutual Funds.  A copy of the Prospectus and the Funds’ Annual and Semi-Annual Reports 
may be obtained, without charge, by calling or writing the Funds as shown below or by visiting the 
Funds’ website at www.pinebridge.com.  Capitalized terms used in this SAI, but not defined herein, have 
the meanings assigned to them in the Prospectus.  This SAI is incorporated hereby into the Funds’ 
Prospectus.  In other words, it is legally part of the Prospectus. 

 
PineBridge Mutual Funds 

c/o U.S. Bancorp Fund Services, LLC 
615 East Michigan Street, 3rd Floor 

Milwaukee, Wisconsin 53202 
1- 800-426-9157 
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any of the securities offered hereby in any jurisdiction in which such an offer to sell or solicitation of an 
offer to buy may not lawfully be made. 
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HISTORY OF THE FUNDS 
 

Brazos 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 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, 4th 
Floor, New York, New York, 10022.  The Trust consists of various series that represent separate 
investment portfolios.  They are: the PineBridge US Micro Cap Growth Fund (“US Micro Cap Growth 
Fund”), the PineBridge US Small Cap Growth Fund (“US Small Cap Growth Fund”) and the PineBridge 
US Focus Equity Fund (“US Focus Equity Fund”).  The US Micro Cap Growth Fund was formerly 
known as Brazos Micro Cap Portfolio, the US Small Cap Growth Fund was formerly known as Brazos 
Small Cap Portfolio and the US Focus Equity Fund was formerly known as Brazos Growth Portfolio. 
PineBridge Investments LLC (the “Adviser”) serves as the investment adviser to the Trust. 

 
INVESTMENT POLICIES 

 
The following discussion describes each Fund’s investment policies as well as the types of 

securities in which each Fund may invest, unless otherwise specified.  Each type of investment is subject 
to certain risks.  The discussion below supplements information contained in the Prospectus relating to 
investment policies of the Funds.   

 
Diversification.  With the exception of the US Focus Equity Fund, the Funds are “diversified” 

under the Investment Company Act of 1940, as amended, (“1940 Act”).  This means that, as to 75% of 
each Fund’s total assets (1) no more than 5% may be invested in the securities of a single issuer, and (2) it 
may not hold more than 10% of the outstanding voting securities of a single issuer.  However, 
diversification of a mutual fund’s holdings is measured at the time a fund purchases a security, and if a 
Fund purchases a security and holds it for a period of time, the security may become a larger percentage 
of the Fund’s total assets due to movements in the financial markets.  If the market affects several 
securities held by a Fund, the Fund may have a greater percentage of its assets invested in securities of 
fewer issuers.  Accordingly, the two diversified Funds are subject to the risk that their performance may 
be hurt disproportionately by the poor performance of relatively few securities despite qualifying as 
“diversified” funds. 

 
Non-Diversification.  The US Focus Equity Fund is non-diversified under the 1940 Act, which 

means that there is no restriction as to how much the Fund may invest in the securities of any one issuer.  
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. 
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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. 

 
Illiquid and Restricted Securities.  No more than 15% of the value of a Fund’s net assets, 

determined as of the date of purchase, 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, each of the Funds 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 a 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 on 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 
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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, a Fund 
may acquire securities issued by the U.S. Government, its agencies or instrumentalities in a private 
placement. 

 
Commercial paper issues in which a 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-
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 (the “Exchange Act”), is generally eligible to be 
sold in reliance on the safe harbor of Rule 144A described above.  A 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 that require the Adviser to take into 
account the same factors described above for other restricted securities and require the Adviser to perform 
the same monitoring and reporting functions. 

 
Repurchase Agreements.  Each 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, subject to applicable guidelines.  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 a Fund’s money is invested in the security. Whenever a 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 each Fund’s use of repurchase 
agreements.  A 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 a Fund’s net assets that may be subject to repurchase 
agreements having a maturity of seven days or less for temporary defensive purposes. 

 
Reverse Repurchase Agreements.  Each Fund may enter into reverse repurchase agreements.  In 

a reverse repurchase agreement, the Fund sells a security and agrees to repurchase it at a mutually agreed 
upon date and price, reflecting the interest rate effective for the term of the agreement.  The Fund then 
invests the proceeds from the transaction in another obligation in which the Fund is authorized to invest.  
The Fund’s investment of the proceeds of a reverse repurchase agreement is the speculative factor known 
as leverage.  A Fund will enter into a reverse repurchase agreement only if the interest income from 
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investment of the proceeds is expected to be greater than the interest expense of the transaction and the 
proceeds are invested for a period no longer than the term of the agreement.  In order to minimize any risk 
involved, the Fund will segregate cash or liquid securities in an amount at least equal in value to its 
purchase obligations under these agreements (including accrued interest).  In the event that the buyer of 
securities under a reverse repurchase agreement files for bankruptcy or becomes insolvent, the buyer or its 
trustee or receiver may receive an extension of time to determine whether to enforce the Fund’s 
repurchase obligation, and the Fund’s use of proceeds of the agreement may effectively be restricted 
pending such decision.  Reverse repurchase agreements are considered to be borrowings and are subject 
to the percentage limitations on borrowings.  See “Investment Restrictions.” 

 
Fixed Income Securities.  Each Fund may invest, subject to the percentage and credit quality 

limitations stated herein and in the Prospectus, 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.  The potential for capital appreciation with respect to variable rate obligations 
or floating rate instruments will be less than with respect to fixed-rate obligations.  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. (“Standard & Poor’s”) (AAA, AA, A or BBB) or by Moody’s Investors 
Services, Inc. (“Moody’s”) (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 Funds have 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. 
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Short-Term and Temporary Defensive Instruments.  For temporary defensive purposes, each 

Fund, except as described below, 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 Funds 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.  A 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 a Fund at varying rates of interest 
pursuant to direct arrangements between a 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. A 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, a 
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, a 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, a 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 Funds 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.  Corporate debt obligations (including master demand notes).  

For a further description of variable amount master demand notes, see “Commercial Paper” above. 
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Repurchase Agreements.  See “Repurchase Agreements” above. 
 

U.S. Government Securities.  Each 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, as such, are backed by the “full faith and credit” of the United 
States.  They differ primarily in their interest rates, the lengths of their maturities and the dates of their 
issuances.  For these securities, the payment of principal and interest is unconditionally guaranteed by the 
U.S. Government.  They are of the highest possible credit quality.  These securities are subject to 
variations in market value due to fluctuations in interest rates, but if held to maturity, are guaranteed by 
the U.S. Government to be paid in full. 

 
 
Each Fund also may invest in securities issued by U.S. Government instrumentalities and certain 

federal agencies that are neither direct obligations of, nor are they guaranteed by, the U.S. Treasury.  
However, they involve federal sponsorship in one way or another.  For example, some are backed by 
specific types of collateral; some are supported by the issuer’s right to borrow from the Treasury; some 
are supported by the discretionary authority of the Treasury to purchase certain obligations of the issuer; 
and others are supported only by the credit of the issuing government agency or instrumentality.  These 
agencies and instrumentalities include, but are not limited to, the Federal Land Banks, Central Bank for 
Cooperatives, Federal Intermediate Credit Banks, the Federal Home Loan Mortgage Corporation 
(“Freddie Mac”) and Federal National Mortgage Association (“Fannie Mae”).  In the case of securities 
not backed by the full faith and credit of the United States, a Fund must look principally to the agency 
issuing or guaranteeing the obligation for ultimate repayment and may not be able to assert a claim 
against the United States if the agency or instrumentality does not meet its commitments. 

 
 
The U.S. Treasury has historically had the authority to purchase obligations of Fannie Mae and 

Freddie Mac.  However, in 2008, due to capitalization concerns, Congress provided the U.S. Treasury 
with additional authority to lend emergency funds to Fannie Mae and Freddie Mac and to purchase their 
stock.  In September 2008, those capital concerns lead the U.S. Treasury and the Federal Housing Finance 
Agency (“FHFA”) to announce that Fannie Mae and Freddie Mac had been placed in conservatorship.   

 
Since that time, the Fannie Mae and Freddie Mac have received significant capital support 

through U.S. Treasury preferred stock purchases, as well as Treasury and Federal Reserve purchases of 
their mortgage backed securities (“MBS”).  The FHFA and the U.S. Treasury (through its agreement to 
purchase Freddie Mac and Fannie Mae preferred stock) have imposed strict limits on the size of their 
mortgage portfolios.  While the MBS purchase programs ended in 2010, the U.S. Treasury announced in 
December 2009 that it would continue its support for the entities’ capital as necessary to prevent a 
negative net worth through at least 2012.  While the U.S. Treasury is committed to offset negative equity 
at Freddie Mac and Fannie Mae through its preferred stock purchases through 2012, no assurance can be 
given that any Federal Reserve, U.S. Treasury, or FHFA initiatives will ensure that Freddie Mac and 
Fannie Mae will remain successful in meeting their obligations with respect to the debt and mortgage-
backed securities they issue beyond that date.  
 

In addition, the problems faced by Fannie Mae and Freddie Mac resulting in their being placed 
into federal conservatorship and receiving significant U.S. Government support have sparked serious 
debate among federal policy makers regarding the continued role of the U.S. Government in providing 
liquidity for mortgage loans.  The Obama Administration produced a report to Congress on February 11, 
2011 outlining a proposal to wind down Fannie Mae and Freddie Mac by increasing their guarantee fees, 
reducing their conforming loan limits (the maximum amount of each loan they are authorized to 
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purchase), and continuing progressive limits on the size of their investment portfolio.  Serious discussions 
among policymakers continue, however, as to whether Freddie Mac and Fannie Mae should be 
nationalized, privatized, restructured, or eliminated altogether.  Fannie Mae and Freddie Mac also are the 
subject of several continuing legal actions and investigations over certain accounting, disclosure or 
corporate governance matters, which (along with any resulting financial restatements) may continue to 
have an adverse effect on the guaranteeing entities.  Importantly, the future of Freddie Mac and Fannie 
Mae is in serious question as the U.S. Government considers multiple options.   

 
Investment in Micro-, Small- and Medium Capitalization and, Unseasoned Companies.  As 

described in the Prospectus, the US Small Cap Growth Fund and the US Micro Cap Growth Fund will 
invest, and the US Focus Equity Fund may invest, in the securities of small- and micro-cap companies.  
Micro cap generally refers to a capitalization of $600 million or lower or a capitalization of companies 
represented in the lower 50% of the Russell 2000® Growth Index.  Small cap generally refers to a 
capitalization of $200 million to $2.5 billion or a capitalization of companies represented in the Russell 
2000® Growth Index.  The capitalization of an issuer in which a fund invests is measured at the time of 
investment.  These securities may have a limited trading market, 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 small 
companies may not be readily marketable, making it difficult to dispose of shares when desirable.  A risk 
of investing in smaller, emerging 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 smaller 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.  Smaller 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 smaller companies 
may be subject to these additional risks, they may also realize more substantial growth than larger, more 
established companies. 

 
The Funds may invest in companies with market capitalization of $1.0 billion to $12 billion or the 

capitalization of companies represented in the Russell Midcap® Growth Index (“mid-cap companies”).  
Mid-cap companies also may suffer more significant losses as well as realize more substantial growth 
than larger, more established issuers.  Thus, investments in such companies tend to be more volatile and 
somewhat speculative.   

 
Warrants and Rights.  Each Fund may invest in warrants, which give the holder of the warrant a 

right to purchase a given number of shares of a particular issue at a specified price until expiration 
(generally two or more years).  Such investments generally can provide a greater potential for profit or 
loss than investments of equivalent amounts in the underlying common stock.  The prices of warrants do 
not necessarily move with the prices of the underlying securities.  If the holder does not sell the warrant, 
he risks the loss of his entire investment if the market price of the underlying stock does not, before the 
expiration date, exceed the exercise price of the warrant plus the cost thereof.  Investment in warrants is a 
speculative activity.  Warrants pay no dividends and confer no rights (other than the right to purchase the 
underlying stock) with respect to the assets of the issuer. Rights represent a preemptive right of 
stockholders to purchase additional shares of a stock at the time of a new issuance before the stock is 
offered to the general public, allowing the stockholder to retain the same ownership percentage after the 
new stock offering. 
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When-Issued and Delayed Delivery Securities.  Each Fund may purchase or sell such securities 
on a “when-issued” or “delayed delivery” basis.  Although a Fund will enter into such transactions for the 
purpose of acquiring securities for its portfolio or for delivery pursuant to options contracts it has entered 
into, the Fund may dispose of a commitment prior to settlement.  “When-issued” or “delayed delivery” 
refers to securities whose terms and indenture are available and for which a market exists, but which are 
not available for immediate delivery.  When such transactions are negotiated, the price (which is 
generally expressed in yield terms) is fixed at the time the commitment is made, but delivery and payment 
for the securities take place at a later date.  During the period between commitment by a Fund and 
settlement (generally within two months but not to exceed 120 days), no payment is made for the 
securities purchased by the purchaser, and no interest accrues to the purchaser from the transaction.  Such 
securities are subject to market fluctuation, and the value at delivery may be less than the purchase price. 

 
A Fund will engage in when-issued transactions in order to secure what is considered to be an 

advantageous price and yield at the time of entering into the obligation.  When a Fund engages in when-
issued or delayed delivery transactions, it relies on the buyer or seller, as the case may be, to consummate 
the transaction.  Failure to do so may result in a Fund losing the opportunity to obtain a price and yield 
considered to be advantageous.  If a Fund chooses to (i) dispose of the right to acquire a when-issued 
security prior to its acquisition or (ii) dispose of its right to deliver or receive against a forward 
commitment, it may incur a gain or loss.  (At the time a Fund makes a commitment to purchase or sell a 
security on a when-issued or forward commitment basis, it records the transaction and reflects the value 
of the security purchased, or if a sale, the proceeds to be received in determining its net asset value.) 

 
To the extent a Fund engages in when-issued and delayed delivery transactions, it will do so for 

the purpose of acquiring or selling securities consistent with its investment objective and policies and not 
for the purpose of investment leverage.  A Fund enters into such transactions only with the intention of 
actually receiving or delivering the securities, although (as noted above) when-issued securities and 
forward commitments may be sold prior to the settlement date.  In addition, changes in interest rates in a 
direction other than that expected by the Adviser before settlement will affect the value of such securities 
and may cause a loss to a Fund. 

 
When-issued transactions and forward commitments may be used to offset anticipated changes in 

interest rates and prices.  For instance, in periods of rising interest rates and failing prices, a Fund might 
sell securities in its portfolio on a forward commitment basis to attempt to limit its exposure to anticipated 
falling prices.  In periods of falling interest rates and rising prices, a Fund might sell portfolio securities 
and purchase the same or similar securities on a when-issued or forward commitment basis, thereby 
obtaining the benefit of currently higher cash yields. 

 
Foreign Securities.  Each 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 any Fund’s investment portfolio, each Fund is authorized to invest in foreign 
securities.  A Fund may purchase securities issued by issuers in any country. 

 
Each Fund may invest in securities of foreign issuers in the form of American Depositary 

Receipts (“ADRs”), 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.  ADRs are 
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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.  ADRs may be 
sponsored or unsponsored.  A sponsored ADR is issued by a depository that has an exclusive relationship 
with the issuer of the underlying security.  An unsponsored ADR may be issued by any number of U.S. 
depositories.  Holders of unsponsored ADRs generally bear all the costs associated with establishing the 
unsponsored ADR.  The depository of an unsponsored ADR is under no obligation to distribute 
shareholder communications received from the underlying issuer or to pass through to the holders of the 
unsponsored ADR voting rights with respect to the deposited securities or pool of securities.  A Fund may 
invest in either type of ADR.  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. 

 
A Fund may purchase securities in local markets and direct delivery of these ordinary shares to 

the local depository of an ADR agent bank in the foreign country.  Simultaneously, the ADR agents 
create a certificate that settles at a Fund’s custodian in five days.  A Fund may also execute trades on the 
U.S. markets using existing ADRs.  A foreign issuer of the security underlying an ADR 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 ADR may not reflect undisclosed material 
information concerning the issuer of the underlying security. For purposes of a 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 and GDRs. 

 
To the extent applicable, each Fund also may invest in securities denominated in euros, the 

official currency of the European Union, which has been implemented in 15 of the 27 member states and 
certain other countries around the world. 

 
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 
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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 a 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 a 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 a Fund’s shares may 
change on days when a shareholder will not be able to purchase or redeem shares. 

 
Loans of Portfolio Securities.  Consistent with applicable regulatory requirements, each Fund 

may lend portfolio securities in amounts up to 33 1/3% of total assets to brokers, dealers and other 
financial institutions, provided that such loans are callable at any time by the Fund and are at all times 
secured by cash or equivalent collateral. In lending its portfolio securities, a Fund receives income while 
retaining the securities’ potential for capital appreciation.  The advantage of such loans is that a Fund 
continues to receive the interest and dividends on the loaned securities while at the same time earning 
interest on the collateral, which will be invested in short-term debt securities, including repurchase 
agreements.  A loan may be terminated by the borrower on one business day’s notice or by a Fund at any 
time.  If the borrower fails to maintain the requisite amount of collateral, the loan automatically 
terminates, and the Fund could use the collateral to replace the securities while holding the borrower 
liable for any excess of replacement cost over collateral.  As with any extensions of credit, there are risks 
of delay in recovery and in some cases even loss of rights in the collateral should the borrower of the 
securities fail financially.  However, these loans of portfolio securities will be made only to firms deemed 
by the Adviser to be creditworthy.  On termination of the loan, the borrower is required to return the 
securities to a Fund; and any gain or loss in the market price of the loaned security during the loan would 
inure to the Fund.  Each Fund will pay reasonable finders’, administrative and custodial fees in 
connection with a loan of its securities or may share the interest earned on collateral with the borrower. 

 
Since voting or consent rights that accompany loaned securities pass to the borrower, each Fund 

will follow the policy of calling the loan, in whole or in part as may be appropriate, to permit the exercise 
of such rights if the matters involved would have a material effect on the Fund’s investment in the 
securities that are the subject of the loan. 

 
Derivatives Strategies.  Each 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 a 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 escrow 
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. 

 
Each 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.  A Fund will receive a 
premium for writing a put option that increases the Fund’s return.  The Funds write only covered put 
options, which means that so long as a 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 non-
U.S. currencies with a securities depository with a value equal to or greater than the exercise price of the 
underlying securities. 

 



 

13 
 

Hedging Strategies.  For hedging purposes or as a temporary maneuver, each Fund, except as 
described below, 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 a Fund’s portfolio resulting from downward trends in the equity and debt securities 
markets (generally due to a rise in interest rates); (ii) protect a 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.  A Fund will 
not enter into futures contract transactions to the extent that, immediately thereafter, the sum of its initial 
margin deposits on open contracts exceeds 5% of the market value of its total assets.  In addition, a Fund 
will not enter into futures contracts to the extent that its outstanding obligations to purchase securities 
under these contracts, together with obligations to purchase options, would exceed 20% of its total assets. 

 
A 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 a Fund’s portfolio, to permit a Fund to retain unrealized gains in the value of portfolio 
securities that have appreciated, or to facilitate selling securities for investment reasons, a 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, a 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, a 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 Funds may use is provided below. 

 
Options 
 
Options on Securities.  As noted above, each Fund may write and purchase call and put options 

(including yield curve options) on futures contracts, equity and debt securities. 
 
When a 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, a Fund may purchase a corresponding call in a 

“closing purchase transaction.”  A profit or loss will be realized, depending upon whether the net of the 
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 a Fund retains the underlying security and the premium received.  If a 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. 

 



 

14 
 

When a 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.  A 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 
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 a 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 same economic effect to a Fund as 
writing a covered call.  The premium a 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, a 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, a Fund (as the writer of the put) realizes a gain in the amount of the premium.  If 
the put is exercised, a 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, a 
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. 

 
A 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 a 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.  A 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 a 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 a 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 a 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, a 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, 

a Fund will deposit in escrow liquid assets with a value equal to or greater than the exercise price of the 
underlying securities.  A Fund therefore forgoes the opportunity of investing the segregated assets or 
writing calls against those assets.  As long as the obligation of a Fund as the put writer continues, it may 
be assigned an exercise notice by the broker-dealer, through whom such option was sold, requiring a Fund 
to take delivery of the underlying security against payment of the exercise price.  A Fund has no control 
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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 obligation 
terminates upon expiration of the put, or such earlier time at which a Fund effects a closing purchase 
transaction by purchasing a put of the same series as that previously sold.  Once a Fund has been assigned 
an exercise notice, it is thereafter not allowed to effect a closing purchase transaction. 

 
Options on Foreign Currencies.  Each Fund may write and purchase puts and calls on foreign 

currencies.  A call written on a foreign currency by a Fund is “covered” if the Fund owns the underlying 
foreign currency covered by the call or has an absolute and immediate right to acquire that foreign 
currency without additional cash consideration (or for additional cash consideration held in a segregated 
account by the Fund) upon conversion or exchange of other foreign currency held in its portfolio.  A put 
option is “covered” if the Fund segregates cash or liquid securities with a value at least equal to the 
exercise price of the put option.  A call written by a Fund on a foreign currency is for cross-hedging 
purposes if it is not covered, but is designed to provide a hedge against a decline in the U.S. dollar value 
of a security that the Fund owns or has the right to acquire and which is denominated in the currency 
underlying the option due to an adverse change in the exchange rate. In such circumstances, a Fund 
collateralizes the option by segregating cash or liquid securities in an amount not less than the value of the 
underlying foreign currency in U.S. dollars marked-to-market daily.  As with other kinds of option 
transactions, the writing of an option on currency will constitute only a partial hedge, up to the amount of 
the premium received.  A Fund could be required to purchase or sell currencies at disadvantageous 
exchange rates, thereby incurring losses.  The purchase of an option on currency may constitute an 
effective hedge against exchange rate fluctuations; however, in the event of exchange rate movements 
adverse to a Fund’s position, the Fund may forfeit the entire amount of the premium plus related 
transaction costs. 

 
Options on Securities Indices.  As noted above, each 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 a Fund buys a call on a securities index, it pays a 
premium.  During the call period, upon exercise of a call by a 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 a 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, a 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 a 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 
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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 a Fund’s current or intended investments in fixed income 
securities.  For example, if a Fund owned long-term bonds and interest rates were expected to increase, 
that 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 that 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 a 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 that Fund’s interest rate 
futures contracts would be expected to increase at approximately the same rate, thereby keeping the net 
asset value of that 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, a 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 that Fund’s cash reserves could then be used to buy long-term 
bonds on the cash market. 

 
Purchases or sales of stock or bond index futures contracts are used for hedging purposes to 

attempt to protect a Fund’s current or intended investments from broad fluctuations in stock or bond 
prices.  For example, a 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 a 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, each 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.  A 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, a 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 a 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 
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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, certain Funds 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 a 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, a 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 a 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, a Fund’s losses from exercised Options on Futures may to some extent be reduced or increased 
by changes in the value of portfolio securities. 

 
A 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 is 
anticipated as a result of a projected market-wide decline or changes in interest or exchange rates, a 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 a Fund will increase prior to acquisition, due to a market advance or changes in interest or exchange 
rates, a 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 
 
Each 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 price is paid or 
received upon entering or terminating a Forward Contract. 

 
A 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 a 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.  
A Fund will not speculate with Forward Contracts or foreign currency exchange rates. 

 
A Fund may enter into Forward Contracts with respect to specific transactions.  For example, 

when a Fund enters into a contract for the purchase or sale of a security denominated in a foreign 
currency, or when a Fund anticipates receipt of dividend or interest payments in a foreign currency, the 
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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.  A 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. 

 
A 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 a 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 a 
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 a 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 Funds may also hedge 
investments 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 
(“proxy hedging”). 

 
A 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 a 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, a 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 a 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 a 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 a 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 a 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 a Fund to sustain losses on these contracts 
and transactions costs. 
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At or before the maturity of a Forward Contract requiring a 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, a 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.  A 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 a 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, a Fund must evaluate the credit and performance risk of each 
particular counterparty under a Forward Contract. 

 
Although each 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.  A 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 currencies.  Thus, a dealer may offer to sell a 
foreign currency to a Fund at one rate, while offering a lesser rate of exchange should the Fund desire to 
resell that currency to the dealer. 

 
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 a 
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.  A Fund’s option activities may affect its turnover rate and brokerage commissions. The 
exercise by a Fund of puts on securities will cause the sale of related investments, increasing portfolio 
turnover.  Although such exercise is within a 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.  A 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 
offer large amounts of leverage.  The leverage offered by trading in options could result in a Fund’s net 
asset value being more sensitive to changes in the value of the underlying investments. 

 
In the future, each 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 a 
Fund’s investment objective, legally permissible and adequately disclosed. 
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Regulatory Aspects of Hedging Instruments 
 
Each Fund must operate within certain restrictions as to its long and short positions in Futures and 

options thereon under a rule (the “CFTC Rule”) adopted by the Commodity Futures Trading Commission 
(the “CFTC”) under the Commodity Exchange Act, as amended (the “CEA”), which excludes the Fund 
from registration with the CFTC as a “commodity pool operator” (as defined in the CEA) (“CPO”) if it 
complies with the CFTC Rule.  

 
In addition, a Fund may (i) purchase and sell Futures and options thereon for bona fide hedging 

purposes, as defined under CFTC regulations, without regard to the percentage of the Fund’s assets 
committed to margin and option premiums, and (ii) 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.  Each 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 a 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 a 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 
Investment Company Act of 1940 (the “1940 Act”), when a 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. 

 
A 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. 

 
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 a 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 a Fund may leave the Fund in a 
worse position than if such strategies were not used. 

 
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 a 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, 
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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 a 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. 

 
Short Sales.  Each Fund may seek to hedge investments or realize additional gains through short 

sales.  A Fund may make short sales, which are transactions in which a 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, a 
Fund must borrow the security to make delivery to the buyer.  A 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, a Fund is required to repay the lender any dividends or interest that accrues during the period of 
the loan.  To borrow the security, a 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.  A Fund also will 
incur transaction costs in effecting short sales. 

 
A 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 a Fund replaces the borrowed security.  A 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 a Fund may be required to pay in connection with a short sale. 

 
No securities will be sold short if, after effect is given to any such short sale, the total market 

value of all securities sold short would exceed 25% of the value of the Fund’s net assets.  Each Fund 
similarly will limit its short sales of the securities of any single issuer if the market value of the securities 
that have been sold short would exceed 2% of the value of a Fund’s net equity or if such securities would 
constitute more than 2% of any class of the issuer’s securities. 

 
Whenever a Fund engages in short sales, its custodian segregates an amount of cash or U.S. 

Government securities or other high-grade liquid debt 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 deposited in it plus the amount deposited with the broker be less than the 
market value of the securities at the time they were sold short. 

 
Each Fund may make “short sales against the box.”  A short sale is effected by selling a security 

that the Fund does not own. 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. A 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. A 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. 
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Investment Companies’ Securities.  Each Fund reserves the right to invest up to 10% of its total 
assets, calculated at the time of investment, in securities of other open-end or closed-end investment 
companies or to the extent permitted by federal law.  No more than 5% of a Fund’s total assets may be 
invested in securities of any one investment company, nor may it acquire more than 3% of the voting 
securities of any investment company.  A Fund will indirectly bear its proportionate share of any 
management fees and other expenses paid by an investment company in which it invests in addition to its 
advisory fee. 

 
Money Market Mutual Funds.  Each 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, a Fund may invest without limit in an affiliated or 

unaffiliated money market fund, provided the investment is consistent with the Fund’s investment 
policies of Rule 12d1-1 and the Fund satisfies certain conditions. 

 
Future Developments.  Each 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 each Fund listed below are fundamental policies and may not be 

changed without the approval of the holders of a majority of that Fund’s outstanding voting securities as 
defined in the 1940 Act.  Each Fund’s investment objective is a non-fundamental policy and may be 
changed by the Board of Trustees (the “Board”) without shareholder approval.  Unless otherwise 
indicated, all percentage limitations apply to each Fund on an individual basis, and 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. 

 
Under the following fundamental restrictions, no Fund may: 
 

(1) with respect to 75% of its assets, invest more than 5% of its total assets at the time of purchase in 
the securities of any single issuer (other than obligations issued or guaranteed as to principal and interest 
by the government of the U.S. or any agency or instrumentality thereof) (this restriction does not apply 
to the US Focus Equity Fund); 
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(2) with respect to 75% of its assets, purchase more than 10% of any class of the outstanding voting 
securities of any issuer; 
 
(3) borrow, except from banks and as a temporary measure for extraordinary or emergency purposes 
and then, in no event, in excess of 33 1/3% of the Fund’s gross assets valued at the lower of market or 
cost, and the Fund may not purchase additional securities when borrowings exceed 5% of total gross 
assets; or 
 
(4) pledge, mortgage or hypothecate any of its assets to an extent greater than 33 1/3% of its total 
assets at fair market value; 
 
(5) invest in physical commodities or contracts on physical commodities; 
 
(6) purchase or sell real estate or real estate limited partnerships, although it may purchase and sell 
securities of companies which deal in real estate and may purchase and sell securities which are secured 
by interests in real estate; 
 
(7) make loans except (i) by purchasing debt securities in accordance with its investment objectives; 
(ii) by lending its portfolio securities to banks, brokers, dealers and other financial institutions so long as 
such loans are not inconsistent with the 1940 Act or the rules and regulations or interpretations of the 
SEC thereunder and (iii) as otherwise permitted by exemptive order of the SEC; 
 
(8) underwrite the securities of other issuers; 
 
(9) issue senior securities, as defined in the 1940 Act, except that this restriction shall not be deemed 
to prohibit a Fund from (i) making any permitted borrowings, mortgages or pledges, or (ii) entering into 
options, futures or repurchase transactions; 
 
(10) invest in futures and/or options on futures unless (i) not more than 5% of the Fund’s assets are 
required as deposit to secure obligations under such futures and/or options on futures contracts, provided, 
however, that in the case of an option that is in-the-money at the time of purchase, the in-the-money 
amount may be excluded in computing such 5%; and (ii) not more than 20% of a Fund’s assets are 
invested in futures and options; 
 
(11) purchase on margin except as specified in (10) above; 
 
(12) invest more than an aggregate of 15% of the net assets of a Fund, determined at the time of 
investment, in securities subject to legal or contractual restrictions on resale or securities for which there 
are no readily available markets; 
 
(13) acquire any securities of companies within one industry if, as a result of such acquisition, more 
than 25% of the value of the Fund’s total assets would be invested in securities of companies within such 
industry; provided, however, that there shall be no limitation on the purchase of obligations issued or 
guaranteed by the U.S. Government, its agencies or instrumentalities, or instruments issued by U.S. banks 
when a Fund adopts a temporary defensive position. 
 

PORTFOLIO TURNOVER 
 

The Funds are actively managed.  As a result, their annual portfolio turnover rate substantially 
exceeds 100%.  The following table provides the portfolio turnover rate for the past two fiscal years. 
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Portfolio Turnover 

During Fiscal Year Ended November 30, 
Fund 2010 2009 
US Micro Cap Growth Fund 216% 209% 
US Small Cap Growth Fund 280% 280% 
US Focus Equity Fund 267% 563% 

 
The US Focus Fund experienced a higher than normal portfolio turnover rate during the 2009 

fiscal year due to higher market volatility during the period.  The portfolio turnover rate for 2010 is more 
typical of what the US Focus Equity Fund has experienced.   

 
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 Funds, which includes the general oversight and 
review of the Funds’ investment activities, in accordance with federal law and the law of the State of 
Delaware, as well as the stated policies of the Funds.  The Board oversees the Funds’ officers and service 
providers, including PineBridge Investments LLC, the Funds’ 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 Trust’s Chief Compliance Officer.  The 
Board also is assisted by the Trust’s independent auditor (who reports directly to the Funds’ 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 Funds, the Board oversees the 
management of risks relating to the administration and operation of the Trust and the Funds.  PineBridge, 
as part of its investment advisory responsibilities, is responsible for the day-to-day management of the 
risks associated with each Fund’s investment portfolio.  The Board, in the exercise of its reasonable 
business judgment, also separately considers potential risks that may impact the Funds.  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 Trusts and the Funds. 

 In general, a 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 Funds.  In addition, under the general oversight 
of the Board, PineBridge and other service providers to the Funds have themselves adopted a variety of 
policies, procedures and controls designed to address particular risks to the Funds.  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 Funds through review of regular 
reports, presentations and other information from officers of the Trust and other persons.  The Funds’ 
Chief Compliance Officer (“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 Funds’ investments.  In addition to regular reports from PineBridge, 
the Board also receives reports regarding other service providers to the Funds, either directly or through 
PineBridge or the Funds’ CCO, on a periodic or regular basis.  At least annually, the Board receives a 
report from the Funds’ CCO regarding the effectiveness of the Funds’ compliance program.  Also, on an 
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annual basis, the Board receives reports, presentations and other information from PineBridge in 
connection with the Board’s consideration of the renewal of each of the Trust’s investment advisory 
agreement 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 Funds’ independent registered 
public accounting firm on internal control and financial reporting matters.  On at least a quarterly basis, 
the Independent Trustees meet with the Funds’ CCO to discuss matters relating to the Funds’ compliance 
program. 

Board Structure and Related Matters 

 Board members who are not “interested persons” of the Funds 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 Funds.  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 four standing committees: the 
Audit Committee, the Fund Governance Committee, the Fair Valuation Committee and the Qualified 
Legal Compliance Committee.  The members and responsibilities of each Board committee are 
summarized below.  For example, the Audit Committee is responsible for specific matters related to 
oversight of the Funds’ independent auditors, subject to approval of the Audit Committee’s 
recommendations by the Board.   

 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 Funds in light of, among other factors, the asset size and nature of the 
Funds, the number of Funds overseen by the Board, the arrangements for the conduct of the Funds’ 
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.  During the most recent fiscal year, the Board met four times.   

 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.  

 



 

26 
 

Name, Year of Birth 
and Address 

Position(s) 
Held with 
Trust 

Term of 
Office and 
Length of 
Time Served 

Principal Occupation(s) 
During Past Five Years 

Number of 
Funds in 
Fund 
Complex 
Overseen by 
Trustee(1) 

Other 
Directorships 
Held 

Interested Trustee 

Jack T. Boyce(2) 
  (born 1959) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee Indefinite Until 
Successor 
Elected; Since 
2009 
 

Managing Director of North 
America U.S. Institutional 
Sales, PineBridge 
Investments, formerly AIG 
Investments, since 2007; 
Senior Vice President, GE 
Asset Management, 1999-
2007; Diversified Investment 
Advisers, 1986-1999. 

3 None 

Independent Trustees 

George W. Gau 
  (born 1947) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Chairman of 
the Board 
 
 
Trustee 

Since August 
2004 
 
 
Indefinite Until 
Successor 
Elected; Since 
1999 
 

Professor of Finance and 
George S. Watson 
Centennial Professor in Real 
Estate, since 1988, and J. 
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. 

3 None 

John H. Massey 
  (born 1939) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee Indefinite Until 
Successor 
Elected; Since 
1996 

Chairman of the Fund of 
Funds Investment 
Committee for Neuberger 
Investment Management 
(1996 - Present). 

3 Corporate director:, 
Hill Bancshares 
Holdings, Inc., FSW 
Holdings, Inc., and 
Central Texas 
Bankshare Holdings, 
Inc. 

David M. Reichert 
  (born 1939) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

Trustee Indefinite Until 
Successor 
Elected; Since 
1996 

Retired 3 None 

 

 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.  
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 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.   
 
 Jack T. Boyce:  Mr. Boyce has extensive experience in the investment management business as a 
managing director of PineBridge and a senior officer of other investment advisory firms. 
 
Board Committees 
 

The Funds have an Audit Committee, consisting of Dr. Gau and Messrs. Reichert and Massey.  
The members of the Audit Committee are not “interested” persons of the Funds (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 each 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 Audit Committee met twice 
during the most recent fiscal year.  
 

The Funds also have 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 
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, 
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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 Governance 
Committee met four times during the most recent fiscal year.   
 

The Fair Valuation Committee is comprised of: (1) a member of PineBridge’s legal and/or 
compliance department; (2) a senior officer of PineBridge; (3) an Independent Trustee (currently Mr. 
Reichert); and (4) the portfolio manager covering the subject security.  The Fair Valuation Committee’s 
primary duties are: (a) to monitor and review the Trust’s pricing procedures; (b) to make fair valuation 
determinations consistent with the Trust’s Fair Value Guidelines; and (c) to provide the Board with a 
report supporting each fair value determination at the Board’s next regularly scheduled meeting. The Fair 
Valuation Committee did not meet during the most recent fiscal year.  
 

The Funds also have a Qualified Legal Compliance Committee, consisting of Dr. Gau and 
Messrs. Massey and Reichert, each of whom is an Independent Trustee.  The Qualified Legal Compliance 
Committee did not meet during the most recent fiscal year.  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 by: an attorney of evidence of 
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 Funds or by any officer, director, 
employee, or agent of the Funds. 

Trustee Ownership in the Funds 
 
 The following table shows the amount of shares beneficially owned by each Trustee in the Trust 
as of December 31, 2010.   

 

Name of Trustee 

Dollar Range of 
Equity Securities 

in the 
US Micro Cap 
Growth Fund 

Dollar Range of 
Equity Securities 

in the 
US Small Cap 
Growth Fund 

Dollar Range of 
Equity Securities 

in the 
US Focus Equity 

Fund 

Aggregate Dollar Range 
of Equity Securities in all 

Registered Investment 
Companies Overseen by 

Trustee in Family of 
Investment Companies 

INTERESTED TRUSTEE 

Jack Boyce $10,001-50,000 $10,001-50,000 None $10,001-50,000 

INDEPENDENT TRUSTEE 

George W. Gau $1-10,000 None None $1-10,000 

John H. Massey None None None None 

David M. Reichert $50,001-100,000 $10,001- 
$50,000 $10,001-50,000 Over $100,000 

 
 
Ownership of Securities of Investment Advisers and Related Companies 
 

As of December 31, 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 
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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 
 
Currently, each independent Trustee receives the following compensation from the Trust: a 

quarterly retainer of $5,000, an attendance fee of $2,500 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 Funds 
according to their asset size.   

 
Previously, each Independent Trustee received the following compensation from the Trust: a 

quarterly retainer of $6,000, an attendance fee of $3,000 for each regularly scheduled quarterly Board 
meeting, $3,000 for each in-person special Board meeting and $1,500 for each telephonic meeting.  The 
Chairman of the Board received an additional quarterly retainer of $1,500 for his role as Chairman.  In 
addition, the Trustees were reimbursed for travel and other expenses incurred while attending Board 
meetings.  The following table shows aggregate compensation paid to each of the Trustees for the fiscal 
period ended November 30, 2010. 
 

 
COMPENSATION TABLE 

 

Name of  
Independent 

Trustee 

Aggregate 
Compensation 

From  
the US Micro 
Cap Growth 

Fund 

Aggregate 
Compensation 

From 
the US Small 
Cap Growth 

Fund 

Aggregate 
Compensation 

From 
the US Mid 
Cap Fund(1) 

Aggregate 
Compensation 

From 
the US Focus 
Equity Fund 

Pension or  
Retirement 

Benefits  
Accrued as 

Part of Trust 
Expenses 

Estimated 
Annual 
Benefits 

Upon 
Retirement 

Total 
Compensation 

From Fund 
Complex Paid 
to Trustees(2) 

        
INTERESTED TRUSTEE 
        
Jack Boyce None None None None None None None 
        
INDEPENDENT TRUSTEES 
        
George W. Gau $19,568 $4,828 $11,449 $13,926 None None $52,500 

        
John H. Massey $16,270 $4,026 $9,279 $16,655 None None $43,500 

        
David M. Reichert $17,321 $4,273 $10,151 $14,755 None None $46,500 

        
(1) The Mid Cap Fund was closed effective September 27, 2010. 
(2) The “Fund Complex” is comprised of the Trust’s three Funds: US Micro Cap Growth Fund, US Small Cap Growth Fund, 
and US Focus Equity Fund.  For the Funds’ fiscal year ended November 30, 2010, Independent Trustees’ fees for the Trust were 
$142,500. 

 

Mr. Boyce and the Trust’s officers and employees are paid by either PineBridge or the Trust’s 
administrator, U.S. Bancorp Fund Services, LLC, and receive no compensation from the Trust. 
 
Officers 
 
 The officers of the Trust conduct and supervise its daily business.  As of the date of this SAI, the 
officers of the Trust, their ages, their business addresses and their principal occupations during the past 
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five years are as set forth below.  Unless otherwise indicated, the address of each officer is 5949 Sherry 
Lane, Suite 1600, Dallas, Texas  75225. 
 

Name, Year of Birth 
and Address 

Position(s) 
Held with 
Trust 

Term of 
Office and 
Length of 
Time Served 

Principal Occupation(s) 
During Past Five Years 

Number of 
Funds in 
Fund 
Complex 
Overseen by 
Trustee(1) 

Other 
Directorships 
Held 

Officers of the Trust 

Robin C. Thorn 
  (born 1971) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 

President Indefinite Until 
Successor 
Elected; Since 
February 2009 

Managing Director, Head of 
Developed Market Equities 
since 2008 at PineBridge 
Investments LLC, formerly 
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. 

Not 
Applicable. 

Not 
Applicable. 

Joseph Altobelli 
  (born 1969) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 
 

Chief 
Financial 
Officer 
 
Treasurer 

Since 
November 2009 
 
 
Indefinite Until 
Successor 
Elected; Since 
November 2009 

Chief Financial Officer, 
Traditional Products, 
Pinebridge Investments 
LLC, formerly AIG Global 
Investment Corp., since 
November 2008; Chief 
Financial Officer, 
Information Technology and 
Finance, American 
International Group, Inc. 
(March 2006-November 
2008); Vice President, 
Private Client Technology 
(July 2004 - March 2006). 

Not 
Applicable. 

Not 
Applicable. 

Nicholas Denton-Clark 
(born 1977) 
399 Park Avenue,  
4th Floor 
New York, NY 10022 
 

Chief 
Compliance 
Officer and 
Secretary 

Since 
November 2010 

Managing Director, Chief 
Compliance Officer, 
Americas, PineBridge 
Investments LLC,  since 
June 2010;  Senior Manager,  
Governance Risk and 
Regulatory Consulting 
Group,  Deloitte & Touche 
LLP (January 2000 – June 
2010). 
 

Not 
Applicable. 

Not Applicable 

(1) The “Fund Complex” consists of all registered investment companies for which the Adviser serves as investment adviser, which 
currently consists of the Trust (3 Funds). 
(2) Mr. Boyce is deemed to be an “interested person” of the Trust, as defined by the 1940 Act, because he is an officer of PineBridge. 

 
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 a 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 
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the existence of control.  Shareholders with a controlling interest could affect the outcome of voting or the 
direction of management of the Funds.  As of March 1, 2011, the following shareholders were considered 
to be either a control person or principal shareholder of the following Funds: 
 
US Micro Cap Growth Fund – Class R 
 

Name and Address % Ownership Type of Ownership 

Charles Schwab & Co Inc.  
Attn: Mutual Fund Operations 
101 Montgomery Street 
San Francisco, CA 94104-4151  
 

48.30% Record 

TD Ameritrade Inc  
PO Box 2226 
Omaga, NE 68103-2226 
 

17.86% Record 

 
US Micro Cap Growth Fund – Class I 
 

Name and Address % Ownership Type of Ownership 

State of South Carolina Trustee 
FBO State of South Carolina 401K 
8515 E. Orchard Road 2T2 
Greenwood Village, CO 80111-5002  
 

49.01% Record 

State of South Carolina Trustee 
FBO State of South Carolina 457 
8515 E. Orchard Road 2T2 
Greenwood Village, CO 80111-5002  
 

15.10% Record 

Charles Schwab & Co Inc.  
Attn: Mutual Fund Operations 
101 Montgomery Street 
San Francisco, CA 94104-4151 
 

5.63% Record 

 
US Small Cap Growth Fund – Class R 
 

Name and Address % Ownership Type of Ownership 

Charles Schwab & Co., Inc. 
Attn: Mutual Fund Operations 
101 Montgomery St. 
San Francisco, CA 94104 
 

9.27% Record 

NFS LLC FEBO 
State Street Bank Trust Co 
TTEE Various Retirement Plans 
440 Mamaroneck Avenue 
Harrison, NY 10528-2418 

6.43% Record 
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US Small Cap Growth Fund – Class I 
 

Name and Address % Ownership Type of Ownership 

Charles Schwab & Co., Inc. 
Attn: Mutual Fund Operations 
101 Montgomery St. 
San Francisco, CA 94104 
 

20.21% Record 

Clifford J. Grum 
PO Box 368 
Diboll, TX 75941-0368  
 

16.00% Beneficial 

National Financial Services LLC 
One World Financial Center 
200 Liberty Street 
New York, NY  10281-1003 
 

5.31% Record 

 
US Focus Equity Fund – Class R 
 

Name and Address % Ownership Type of Ownership 

NFS LLC FEBO 
State Street Bank Trust Co 
TTEE Various Retirement Plans 
440 Mamaroneck Avenue 
Harrison, NY 10528-2418  
 

46.32% Record 

Pershing LLC 
P.O. Box 2052 
Jersey City, NJ  07303-2052 

11.01% Record 

 
US Focus Equity Fund – Class I 
 

Name and Address % Ownership Type of Ownership 

Clifford J. Grum 
PO Box 368 
Diboll, TX 75941-0368  
 

49.12% Beneficial 

Win J. Neuger & Christie C Neuger 
60 Sutton PL S # 11CS 
New York, NY 10022-4168 

12.85% Beneficial 

Robert C. Haugh 
12131 Elysian Ct. 
Dallas, TX  75230-2221 6.88% Beneficial 

Melissa T. Balbach 
7811 Quaker Road 
Orchard Park, NY 14127-2061 

5.32% Beneficial 

 



 

33 
 

 
As of March 1, 2011, the Trustees and Officers of the Trust beneficially owned, in the aggregate, 

less than 1% of the outstanding shares of the Funds. 
 

THE ADVISER 
 

The Adviser, which was formed in 1983, is located at 399 Park Avenue, 4th Floor, New York, 
New York 10022.  The Adviser acts as adviser to each of the Funds, pursuant to an Investment Advisory 
Agreement dated March 26, 2010, as amended on April 20, 2010 between the Adviser and the Trust, on 
behalf of each of the respective Funds (the “Advisory Agreement”).  

 
The Adviser  is a wholly-owned subsidiary of PineBridge Global Investments LLC (“PGI”).  The 

Adviser and PGI  both are located at 399 Park Avenue, New York, NY 10022.   PGI 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 Islands.  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 

each Fund and determines what securities and other investments will be purchased, retained, sold or 
loaned by each Fund and what portion of such assets will be invested or held uninvested as cash. 

 
Under the terms of the Advisory Agreement, the Advisory Agreement remain in effect with 

respect to the Funds, and with respect to any Fund created after the date of shareholder approval of the 
Advisory Agreement, for a period of two years from the date of its approval, and continues in effect from 
year to year provided that such continuance is approved annually by vote of a majority of the Trustees 
including a majority of the disinterested Trustees or by the holders of a majority of the respective Fund’s 
outstanding voting securities.  The Advisory Agreement may be terminated with respect to a Fund at any 
time, without penalty, on 60 days written notice by the Trustees, by the holders of a majority of the 
respective Fund’s outstanding voting securities, or by the Adviser.  The Advisory Agreement 
automatically terminates with respect to each Fund in the event of an assignment (as defined in the 1940 
Act and the rules thereunder). 

 
Under the terms of the Advisory Agreement, the Adviser is not liable to the Funds, or their 

shareholders, for any act or omission by it or for any losses sustained by the Funds or their 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, a Fund pays, or causes to be 

paid, all other expenses of the Trust and each of the Funds, including, without limitation, brokerage 
commissions and all other costs of the Trust’s operation. 
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The Adviser may compensate its affiliated companies for referring investors to the Funds.  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 a 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 Funds 

pay the Adviser an annual fee in monthly installments, calculated daily by applying the following annual 
percentage rates to the Funds’ average daily net assets for the month: 

 
Fund  
US Micro Cap Growth Fund 1.20% 
US Small Cap Growth Fund 0.90% 
US Focus Equity Fund 0.63% 

 
The fee is assessed to each class based on average net assets for the previous month. 
 
For each Fund, the Adviser has contractually agreed to cap the total annual portfolio operating 

expenses through March 30, 2012 (“Expense Cap”).  This Expense Cap excludes any leverage interest, 
taxes, dividends or interest on short positions, other interest expenses, brokerage commissions, expenses 
incurred in connection with any merger or reorganization, extraordinary expenses such as indemnification 
and litigation, and acquired fund fees and expenses (“AFFE”), which are indirect fees and expenses 
associated with the Funds’ investments in other registered and unregistered investment companies.  This 
Expense Cap can be altered only with the approval of a majority vote of the Board.  The total annual 
portfolio operating expense cap for each class of each Fund is: 

 
Fund Class R Class I 
US Micro Cap Growth Fund 1.90% 1.60% 
US Small Cap Growth Fund 1.65% 1.35% 
US Focus Equity Fund 1.55% 1.20% 

 
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. 
 

The following table sets forth the total advisory fees received by the Adviser from each Fund 
pursuant to the Advisory Agreement for the fiscal years ended November 30, 2010, 2009 and 2008. 

 
For the periods indicated, the Funds paid the following management fees to the Adviser: 
 

US Micro Cap Growth Fund 

November 30, 
Management Fees 

Accrued 
Management Fees 

Waived 
Management Fees 

Recouped 
Net Management 

Fee Paid to Adviser 
2010 $591,437 $146,865 N/A $444,572 
2009 $507,263 $172,025 N/A $335,238 
2008 $1,048,144 $117,640 N/A $930,504 
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US Small Cap Growth Fund 

November 30, 
Management Fees 

Accrued 
Management Fees 

Waived 
Management Fees 

Recouped 
Net Management 

Fee Paid to Adviser 
2010 $107,471 $117,341 N/A $0 
2009 $116,432 $116,432 N/A $0 
2008 $279,292 $109,991 N/A $169,301 

 
US Focus Equity Fund 

November 30, 
Management Fees 

Accrued 
Management Fees 

Waived 
Management Fees 

Recouped 
Net Management 

Fee Paid to Adviser 
2010 $264,026 $94,768 N/A $169,258 
2009 $253,936 $151,198 N/A $102,738 
2008 $441,964 $92,862 N/A $349,102 

. 
 

PORTFOLIO MANAGERS 
 

Jamie Cuellar and Dan Neuger are Portfolio Managers with responsibility for the day-to-day 
management of the Funds.  The following table shows the number of other accounts managed by Mr. 
Cuellar and Mr. Neuger and the total assets in the accounts managed within various categories as of 
November 30, 2010. 

 
 

Total 
Number of 
Accounts 
Managed 

Total Assets in 
Accounts Managed 

Number of 
Accounts for 

Which Advisory 
Fee is Based on 
Performance 

Assets in Accounts 
for Which Advisory 

Fee is Based on 
Performance 

Jamie Cuellar     
Registered Investment 
Companies 1 $147,947,407 0 $0 
Other Pooled Investment 
Vehicles 1 $5,705,019 0 $0 

Other Accounts 3 $55,795,195 0 $0 
Dan Neuger     
Registered Investment 
Companies 0 $0 0 $0 
Other Pooled Investment 
Vehicles 2 $231,000,000 0 $0 

Other Accounts 2 $398,000,000 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 a Portfolio Manager.  Although the Adviser does not track the time a Portfolio Manager spends on a 
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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.  The Portfolio Managers receive a fixed base salary and are entitled to participate 

in performance-based bonus plans, 401(k) plans commensurate with other employees of the firm.  Each 
Portfolio Manager participates in certain incentive-based bonus plans designed to reward portfolio 
performance, stock selection and portfolio management activities not rewarded elsewhere.  To determine 
Mr. Cuellar’s performance-based bonus, if any, his performance is compared against the Russell 2000® 
Growth Index (1 & 3 Year).  To determine Mr. Neuger’s performance-based bonus, if any, his 
performance is compared against the S&P 500® Index (1 3, and 5 Year). 

 
Securities Owned in the Funds by Portfolio Managers 
 

The Portfolio Managers owned the following securities in the Funds as of November 30, 2010 
 

Name of Portfolio Manager 

Dollar Range of 
Equity 

Securities in the 
US Micro Cap 
Growth Fund 

Dollar Range of 
Equity 

Securities in the 
US Small Cap 
Growth Fund 

Dollar Range of 
Equity Securities 
in the US Focus 

Equity Fund 

Jamie Cuellar 
$100,000 - 
$500,000 

$100,000 - 
$500,000 None 

Dan Neuger None None $1 - $10,000 

 
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 each Fund 
pursuant to a Distribution Agreement dated March 26, 2010.  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. 

 
Continuance of the Distribution Agreement with respect to each 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 
respect to a 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 Funds.   

 
Distribution Plan.  Pursuant to Rule 12b-1 under the 1940 Act, the Funds have adopted on 

behalf of each Fund’s Class R shares a Distribution Plan (hereinafter referred to as the “Class R Plan” or 
the “Distribution Plan”).  Class I 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. 
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Under the Class R Plan, the Distributor and/or other parties (who may not be registered broker-
dealers) may receive payments from a Fund at an annual rate of up to 0.35% of the average daily net 
assets of a 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 a 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. 
 
The following table reflects the principal types of activities for which Rule 12b-1 payments are 

made, including the dollar amount paid by each Fund during the fiscal period ended November 30, 2010: 
 

 
Advertising/ 
Marketing 

Printing/ 
Postage 

Payment to 
Distributor 

Payment to 
Broker-
Dealers 

Compensation 
to Sales 

Personnel 

Interest, Carrying, 
or Other Financing 

Charges Other Total 
US Micro 
Growth Cap 
Fund $0 $1,651 $0 $15,768 $0 $0 $0 $17,419 

US Small Cap 
Growth Fund $0 $303 $0 $7,317 $0 $0 $0 $7,620 

 
US Focus Equity 
Fund $0 $1,385 $0 $6,181 $0 $0 $0 $7,566 

 
Continuance of the Distribution Plan with respect to a 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 a 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 with respect to a Fund 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 of such Fund.  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. 

 
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. 
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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’s fee is payable monthly, as soon as practicable after the last day of each 

month, based on the Fund’s average daily net assets as determined at the close of business on each 
business day throughout the month. 

 
For the fiscal year ended November 30, 2010, the Funds paid the following Administration Fees 

to the Administrator: 
 

Administration Fees Paid to USBFS 
US Micro Cap Growth Fund $41,773 
US Small Cap Growth Fund $28,151 
US Focus Equity Fund $34,194 

 
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 Funds.  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 certain of the Funds 
may invest. 

 
Independent Registered Public Accounting Firm and Legal Counsel.  

PricewaterhouseCoopers LLP, 100 East Wisconsin Avenue, Milwaukee, WI 53202, serves as the Funds’ 
independent registered public accounting firm, and in that capacity examines the Funds’ annual financial 
statements.  The firm of K&L Gates LLP, 1601 K Street, N.W., Washington, D.C. 20006, serves as legal 
counsel to the Funds and Trustees and provides counsel on legal matters relating to the Funds. 

 
PORTFOLIO TRANSACTIONS AND BROKERAGE 

 
As discussed in the Prospectus, the Adviser is responsible for decisions to buy and sell securities 

for each 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.  Orders may be directed to any broker-dealer including, to the extent and in 
the manner permitted by applicable law, an affiliated brokerage subsidiary of the Adviser. 

 
In the over-the-counter (“OTC”) 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 a 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 Funds by 
improving the quality of the Adviser’s investment advice.  The investment advisory fees paid by the 
Funds 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 Funds, it is possible that, at times, identical securities will be acceptable for 
purchase by one or more of the Funds 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 one or more of the Funds 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 a 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. 

 
The following tables set forth the brokerage commissions paid by the Funds for the fiscal years 

that ended November 30, 2010, 2009 and 2008.  There were no brokerage commissions paid to affiliated 
broker-dealers by the Funds for the fiscal years ended November 30, 2010, 2009 and 2008.  The 
following tables do not include trading costs associated with OTC or underwritten offerings. 

 
BROKERAGE COMMISSIONS 

Aggregate Brokerage Commissions for the fiscal years ended November 30, 
 2010 2009 2008 

US Micro Cap Growth Fund $652,346 $641,049 $1,296,258 
US Small Cap Growth Fund $137,074 $196,515 $439,589 
Focus Equity Fund $230,206 $570,773 $506,057 

 
 The US Micro Cap Growth Fund and US Small Cap Growth Fund paid fewer brokerage 
commissions in 2010 and 2009 than in 2008 due to a decline in assets and reduced turnover.  The US 
Focus Equity Fund paid fewer brokerage commissions in 2010 due to the change in strategy implemented 
by a new portfolio manager. 
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The table below indicates the portion of the Funds’ aggregate brokerage for all Funds for the 

fiscal year ended November 30, 2010 that was directed to brokers who, in addition to providing trade 
execution, also supplied the Fund with research services. 

 
Fiscal Year Ended November 30, 2010 

 
Dollar Value of Securities Traded 

Related Soft Dollar Brokerage 
Commissions 

$496,747,157 $1,1088,062 
 

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 Funds 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 a 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 a Fund’s close of business 
will be executed at the offering price determined at the close of regular trading on the New York Stock 
Exchange (“NYSE”) that day.  Orders received by the Distributor after a 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.  A Fund will not be responsible for 
delays caused by dealers. 

 
Purchase By Check.  Checks should be made payable to the specific 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 [Name of Fund] c/o U.S. 
Bancorp Fund Services, LLC, Box 701, Milwaukee, Wisconsin 53201, together with payment for the 
purchase price of such Class R or I shares and a completed New Account Application.  Payment for 
subsequent purchases should be mailed to PineBridge Mutual Funds [Name of Fund] c/o U.S. Bancorp 
Fund Services, LLC, Box 701, Milwaukee, Wisconsin 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 [Name of Fund] c/o U.S. Bancorp Fund Services, LLC, Box 701, Milwaukee, 
Wisconsin 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 applicable Fund at the net asset value next computed after the check is received.  
Subsequent purchases of Class R or I shares of each 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 “Shareholder Information” in the Prospectus). 
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Purchase Through U.S. Bancorp Fund Services.  Shares of the Funds 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. 
 
-- 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 
[Name of Fund, Class ___ ] (include shareholder name and account number). 

 
Telephone Transactions.  For your protection, telephone requests are recorded in order to verify 

their accuracy.  In addition, Shareholder/Dealer 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 15 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 I SHARES 
 

Class R and I shares of the Funds 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 I shares of the Funds must be at least $1,000,000, and subsequent minimum investments must 
be at least $1,000.  Class I 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 I 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 
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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 Funds reserve the right in their sole discretion (1) to suspend the offering of their 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 Funds’ shares. 

 
Class I shares of the Funds 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 
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 I shares of the Funds 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 Funds 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 Funds’ 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.  A 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 each 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 a 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 each of the Funds, may pay the redemption 
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price in whole, or in part, by a distribution in kind of securities or other assets from a Fund in lieu of cash. 
In conformity with applicable rules of the SEC, the Funds are 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 applicable 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 Funds, 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 Funds nor the 
Distributor imposes any such charge.  The offer to repurchase may be suspended at any time. 

 
EXCHANGE PRIVILEGES 

 
Shareholders in any of the Funds may exchange their shares for the same class of shares of any 

other Funds that offer such class 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, WI 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. 
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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 NAV 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. 

 
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 Funds.  For 
purposes of calculating capital gain distributions, each 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 a 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 a Fund will be paid in additional Fund shares of the 

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.  Each Fund (which is treated as a separate corporation for federal tax purposes) has 
elected to be and intends to continue to qualify to be treated as a regulated investment company (“RICs”) 
under subchapter M of Chapter 1 of Subtitle A of the Code (a “RIC”).  As long as a 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.  Each Fund 
intends to distribute substantially all of such income and gain.  If a 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 those 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 -- 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. 
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To continue to qualify for treatment as a RIC, a 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, (a) 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. 

 
A 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.  Each 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 a 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 a Fund pays are 

taxable to its shareholders as ordinary income, except that, as described in the Prospectus, a portion of a 
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 capital gains tax rate for individuals currently is 15% with respect to assets held 
for more than 12 months.  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 a Fund will be 

disallowed if other shares of that Fund are acquired (whether through the automatic reinvestment of 
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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 a 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, a 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 each 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 a 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 foreign 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 a Fund will be subject, since the amount of each Fund’s 
assets to be invested in various countries is not known.  It is not anticipated that any 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. 

 
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 a Fund realizes in connection 
therewith.  Gain from the disposition of foreign currencies and gains from options, Futures and Forward 
Contracts a 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 a 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. 
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Dividends a 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.  “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.   

 
Based upon the number of shareholders of a Fund, it could be considered to be a personal holding 

company (“PHC”) under the Code.  A corporation is considered a PHC if (1) at least 60% of its “adjusted 
ordinary gross income” for a taxable year is derived from certain types of passive income (e.g., interest 
and dividends) and (2) at any time during the last half of that taxable year more than 50% in value of its 
outstanding stock is owned directly, or indirectly, by or for not more than five individuals.  A corporation 
satisfying this test is taxed on its undistributed personal holding company income (“UPHCI”) at 15%.  
UPHCI is computed by making certain adjustments to taxable income and deducting distributions made 
to shareholders during the taxable year. 

 
For federal income tax purposes, a Fund’s unused capital loss carryovers are available to be 

applied against the Fund’s future capital gains, if any, that are realized prior to the expiration of the 
carryover.  The Funds had the following capital loss carryovers remaining as of their taxable years ended 
November 30, 2010: 

 

 Capital Loss 
Carryover 

 
Expires 

    
US Micro Cap Growth Fund…………………… $17,572,853  11/30/16 
 $5,865,093  11/30/17 
US Small Cap Growth Fund……………………. $11,985,146  11/30/16 
 $1,515,745  11/30/17 
US Focus Equity Fund…………………………... $18,233,280  11/30/16 

 
Under recently enacted legislation, net capital losses sustained in future taxable years will not 

expire and may be carried over by the Funds indefinitely. 
 
The tax on UPHCI is in addition to any other tax.  Under the Code, a RIC that is also a PHC will 

also be taxed on any undistributed investment company taxable income at the highest corporate income 
tax rate under the Code (currently 35%).  If a Fund were to be treated as a PHC for any taxable year, it 
would distribute sufficient taxable income to its shareholders. 
 

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 any Fund. 
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RETIREMENT PLANS 
 

Shares of each 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 a 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. 

 
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 
a 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 a 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 59½ (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). 
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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 $.01 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, three 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, and US Focus Equity Fund.  Each Fund 
offers Class I (formerly Class Y) and Class R (formerly Class N) 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 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 I 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 the Prospectus 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 shareholders. 
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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, each 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 
each Fund and its shareholders, taking into account the value of each Fund’s investments. 

 

 The Adviser's policy is to seek to make the best interests of its client its sole 
consideration when 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 Funds, 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 a Fund and its shareholders. 

 
More Information.  The actual voting records relating to portfolio securities during the 

most recent 12-month period ended June 30 is 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 
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disclosure of non-public information concerning the Funds.  The Funds maintain 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 Funds.  These portfolio holdings 
disclosure policies have been approved by the Board. 

 
In accordance with SEC regulatory requirements, each Fund files 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 are available, free of charge, on the EDGAR database on the SEC’s website at 
www.sec.gov.  Each Fund also makes its portfolio holding information available one month after each 
month end upon request at 1-800-426-9157. 

 
The Funds’ 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 Funds, any institutional investor, or any broker-dealer or financial intermediary who 
seeks such information for purposes of determining whether to invest in the Funds.  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) Auditors of the Funds; 
(e) Legal counsel to the Funds or the independent Trustees of the Trust; 
(f) Companies that provide analytical services to the Funds and the Adviser; 
(g) Pricing services employed by the Funds; 
(h) Proxy voting services employed by the Funds; 
(i) Broker-dealers who provide execution or research services for the Funds (including 

identifying potential buyers and sellers for securities that are held by the Funds); 
(j) 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; and, 
(k) Companies that provide other services that are deemed to be beneficial to the Funds. 
 
The Funds 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 Funds 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 Funds 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 Funds’ 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, or the Funds receive any direct or indirect compensation in connection with the 
disclosure of information about the Funds’ 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 each of the Funds. 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 
 

The Annual Report for the Funds for the fiscal year ended November 30, 2010 is a separate 
document supplied upon request and the financial statements, accompanying notes and reports of the 
independent registered public accounting firm appearing therein are incorporated by reference into this 
SAI.  You may request a copy of the Annual Report at no charge by calling (800) 426-9157 or by writing 
the Funds at U.S. Bancorp Fund Services, LLC, 615 East Michigan Street, 3rd Floor, Milwaukee, WI 
53202. 
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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. 
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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.  
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+’). 

 
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: 
 
• 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. 
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D - An obligation rated ‘D’ is in payment default.  The ‘D’ rating category is used when 

payments on an obligation are not made on the date due 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. 

 
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. 
 
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. 
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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 
may lack sufficient margins of protection. 
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 In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a 
long or short-term debt rating and a demand obligation rating.  The first element represents Moody's 
evaluation of 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. 

 

 


