STATEMENT OF ADDITIONAL INFORMATION
WILSHIRE VARIABLE INSURANCE TRUST
Wilshire Global Allocation Fund
April 30, 2021

This Statement of Additional Information (“SAI”) provides supplementary information for the series
of funds of Wilshire Variable Insurance Trust (the “Trust”). This SAI is not a prospectus, but should be read
in conjunction with the current prospectus of the Wilshire Global Allocation Fund (the “Global Allocation
Fund” or the “Fund”) dated April 30, 2021, as supplemented from time to time. Copies of the prospectus and
the Fund’s annual reports are available, without charge, by writing to the Wilshire Funds, c/o U.S. Bank
Global Fund Services, P.O. Box 701, Milwaukee, Wisconsin 53201-0701, or by calling (866) 591-1568.

The financial statements of the Fund for the fiscal year ended December 31, 2020 included in the
Annual Report to shareholders and the report dated March 1, 2021 of Cohen & Company, Ltd., the
independent registered public accounting firm for the Fund, related thereto are incorporated into this SAI by
reference. No other parts of the Annual Report are incorporated herein by reference.
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THE TRUST AND THE FUND

The Trust is registered under the Investment Company Act of 1940, as amended (the “1940 Act”) and
is an open-end, diversified management investment company organized as a Delaware statutory trust under a
Declaration of Trust dated November 7, 1996. The Declaration of Trust permits the Trust to offer shares of
separate funds. As of the date of this SAI the Trust consists of the Global Allocation Fund (the “Fund”). All
consideration received by the Trust for shares of the Fund and all assets of the Fund belong to the Fund and
would be subject to liabilities related thereto. In addition to the Fund described herein, the Trust reserves the
right to create and issue shares of other funds.

The Trust employs Wilshire Advisors LLC (“Wilshire” or the “Adviser”) to manage the investment
and reinvestment of the assets of the Fund and to continuously review, supervise and administer the Fund’s
investment program. As described below, under the fund of funds structure, the Adviser allocates the assets of
the Fund among underlying affiliated funds, unaffiliated mutual funds and exchange-traded funds (the
“Underlying Funds”). Underlying Funds include mutual funds advised by Wilshire, include the following
series of Wilshire Mutual Funds, Inc.: the Large Company Growth Portfolio, the Large Company Value
Portfolio, the Small Company Growth Portfolio, the Small Company Value Portfolio, the Wilshire
International Equity Fund, and the Wilshire Income Opportunities Fund.

The investment objectives and policies of the Fund are described in the Fund’s prospectus.
Prospective purchasers should recognize that there are risks in the ownership of any security and that there can
be no assurance that the investment objective of the Fund will be realized.

The Fund seeks to attain its investment objective by pursuing investment policies that call for
investments in certain types of securities and by employing various investment strategies. These investment
policies and strategies may be changed without shareholder approval. However, the Fund will not, as a matter
of policy, change its investment policies without notice to its shareholders.

The Fund has also adopted certain fundamental investment limitations that may be changed only with
the approval of a “majority of the outstanding shares of the Fund” as defined in the 1940 Act. In addition, the
investment objective of the Fund may be changed only with the approval of a “majority of the outstanding
shares of the Fund.”

ADDITIONAL INVESTMENT POLICIES
The following is a discussion of additional investment policies not discussed in the Fund’s prospectus.

The Fund of Funds Structure. The Fund is structured as a “fund of funds,” which means that the Fund
attempts to implement its investment strategies by investing in Underlying Funds.

The Fund normally intends to invest all its assets in Underlying Funds; however, for temporary
defensive purposes the Fund may invest up to 100% of its assets in high quality, short-term debt instruments.
The Fund reserves the ability to convert from a “fund of funds” structure and to invest directly in the types of
securities in which the Underlying Funds invest. Shareholders will be notified before any such conversion
occurs.



INVESTMENT RESTRICTIONS

The Fund operates under its fundamental investment restrictions, set forth below, which cannot be
changed without the approval of a “majority of the outstanding voting securities.” The investment objective of
the Fund also cannot be changed without the approval of a “majority of the outstanding voting securities.” A
“majority of the outstanding voting securities” of the Fund is defined in the 1940 Act to mean the lesser of (i)
67% of the Fund’s shares present at a meeting where more than 50% of the outstanding shares are present in
person or by proxy or (ii) more than 50% of the Fund’s outstanding shares.

The Fund:

(D) may not purchase securities other than the securities in which the Fund is authorized
to invest;

2) may issue senior securities to the extent permitted under the 1940 Act and other

applicable laws, rules and regulations, as interpreted, modified, or applied by regulatory authority
having jurisdiction from time to time;

3) may borrow money to the extent permitted under the 1940 Act and other applicable
laws, rules and regulations, as interpreted, modified, or applied by regulatory authority having
jurisdiction from time to time;

4) may not “concentrate” its investments in a particular industry, except to the extent
permitted under the 1940 Act and other applicable laws, rules and regulations, as interpreted,
modified, or applied by regulatory authority having jurisdiction from time to time;

%) may purchase real estate or any interest therein (such as securities or instruments
backed by or related to real estate) to the extent permitted under the 1940 Act and other applicable
laws, rules and regulations, as interpreted, modified, or applied by regulatory authority having
jurisdiction from time to time;

(6) may purchase or sell commodities, including physical commodities, or contracts,
instruments and interests relating to commodities to the extent permitted under the 1940 Act and other
applicable laws, rules and regulations, as interpreted, modified, or applied by regulatory authority
having jurisdiction from time to time;

@) may make loans to the extent permitted under the 1940 Act and other applicable laws,
rules and regulations, as interpreted, modified, or applied by regulatory authority having jurisdiction
from time to time;

®) may not act as an underwriter of securities issued by others, except to the extent it
could be considered an underwriter in the acquisition and disposition of restricted securities; and

) shall be a “diversified company,” as that term is defined in the 1940 Act, as
interpreted, modified, or applied by regulatory authority having jurisdiction from time to time.

The Fund is also subject to the following non-fundamental restriction, which may be changed by the
Board of Trustees (the “Board”). The Fund may invest in securities of other investment companies, to the
extent permitted under the 1940 Act.

The Fund may borrow to meet redemption requests or for other temporary purposes. The use of
borrowing by the Fund involves special risk considerations that may not be associated with other funds having
similar policies. The interest which the Fund must pay on borrowed money, together with any additional fees
to maintain a line of credit or any minimum average balances required to be maintained, are additional costs



which will reduce or eliminate any net investment income and may also offset any potential capital gains. The
Fund may borrow from a line of credit to meet redemption requests.

DESCRIPTION OF SECURITIES AND RISKS

The Fund operates under a fund of funds structure. The Fund seeks to achieve its investment objective
by investing primarily in a portfolio of Underlying Funds in accordance with weightings determined by
Wilshire. For the purpose of this section, references to investments by “the Fund” include the Underlying
Funds.

Exchange-Traded Funds. Certain Underlying Funds may be structured as exchange-traded funds
(ETFs). An investment in an ETF generally presents the same primary risks as an investment in a
conventional fund (i.e., one that is not exchange-traded) that has the same investment objective, strategies, and
policies. The price of an ETF can fluctuate within a wide range, and a fund could lose money investing in an
ETF if the prices of the securities owned by the ETF go down. In addition, ETFs are subject to the following
risks that do not apply to conventional funds: (1) the market price of the ETF’s shares may trade at a discount
to their net asset value (“NAV”); (2) an active trading market for an ETF’s shares may not develop or be
maintained; or (3) trading of an ETF’s shares may be halted if the listing exchange’s officials deem such
action appropriate, the shares are de-listed from the exchange, or the activation of market-wide “circuit
breakers” (which are tied to large decreases in stock prices) halts stock trading generally.

Most ETFs are investment companies. Therefore, a fund’s purchase of ETF shares generally is subject
to the risks of a fund’s investments in other investment companies, which are described below under the
heading “Investment Companies.”

Repurchase Agreements. Certain Underlying Funds may invest in repurchase agreements. Repurchase
agreements are agreements under which a fund acquires ownership of an obligation (debt instrument or time
deposit) and the seller agrees, at the time of the sale, to repurchase the obligation at a mutually agreed upon
time and price, thereby determining the yield during the purchaser’s holding period. This results in a fixed rate
of return insulated from market fluctuations during such period. If the seller of a repurchase agreement fails to
repurchase this obligation in accordance with the terms of the agreement, the investing fund will incur a loss
to the extent that the proceeds on the sale are less than the repurchase price. Repurchase agreements usually
involve U.S. government or federal agency securities and, as utilized by a fund, include only those securities
in which a fund may otherwise invest. Repurchase agreements are for short periods, most often less than 30
days and usually less than one week.

Lending Portfolio Securities. The Fund and certain Underlying Funds may seek additional income by
lending securities on a short-term basis to banks, brokers and dealers. A fund may return a portion of the
income earned to the borrower or a third party which is unaffiliated with the fund and acting as a “placing
broker.”

The U.S. Securities and Exchange Commission (“SEC”) currently requires that the following lending
conditions must be met: (1) the fund must receive from the borrower collateral (cash, U.S. government
securities or irrevocable bank letters of credit) equal to at least 100% of the market value of the loaned
securities; (2) the borrower must increase the collateral if the market value of the loaned securities rises above
the level of the collateral; (3) the fund must be able to terminate the loan at any time; (4) the fund must receive
a reasonable return on the loan, as well as any dividends, interest or other distributions payable on the loaned
securities, and any increase in market value; (5) the fund may pay only reasonable custodian fees in
connection with the loan; (6) while voting rights on the loaned securities may pass to the borrower, a fund’s
board must be able to terminate the loan and regain the right to vote the securities if a material event adversely
affecting the investment occurs; and (7) at the time of making a loan, no more than one-third of the fund’s
total assets (including the value of the loan collateral) may be on loan.



Even though loans of portfolio securities are collateralized, a risk of loss of the loaned securities exists
if an institution that borrows securities from a fund fails to return the securities and access to the collateral is
prevented or delayed.

The Fund did not engage in securities lending during its most recent fiscal year.

Reverse Repurchase Agreements and Other Borrowings. Certain Underlying Funds may be authorized
to borrow money and may invest in reverse repurchase agreements. If the securities held by a fund should
decline in value while borrowings are outstanding, the NAV of a fund’s outstanding shares will decline in
value by proportionately more than the decline in value suffered by a fund’s securities. A fund may borrow
through reverse repurchase agreements under which a fund sells portfolio securities to financial institutions
such as banks and broker-dealers and agrees to repurchase them at a particular date and price. Reverse
repurchase agreements involve the sale of money market or other securities held by a fund with an agreement
to repurchase the securities at an agreed upon price, date and interest payment. If a fund employs reverse
repurchase agreements, the fund will use the proceeds to purchase other money market securities and
instruments eligible for purchase by that fund either maturing, or under an agreement to resell, at a date
simultaneous with or prior to the expiration of the reverse repurchase agreement. At the time it enters into a
reverse repurchase agreement, the Fund will segregate cash, U.S. government or other appropriate liquid high-
grade debt securities having a value at least equal to the repurchase price. Certain Underlying Funds will
generally utilize reverse repurchase agreements when the interest income to be earned from the investment of
the proceeds of the transactions is greater than the interest expense incurred because of the reverse repurchase
transactions. Reverse repurchase agreements involve the risk that the market value of securities purchased by
a fund with the proceeds of the transaction may decline below the repurchase price of the securities that a fund
is obligated to repurchase. For the Fund, reverse repurchase agreements, together with any other borrowings,
will not exceed, in the aggregate, 33 %% of the value of their total assets. If the asset coverage for such
borrowings falls below 300%, a fund will reduce, within three days, the amount of its borrowings to provide
for 300% asset coverage.

High-Yield (High-Risk) Securities. To the extent a fund invests in high-yield (high-risk) securities
(commonly referred to as “junk bonds”), the following sections are applicable. High-yield (high-risk)
securities (hereinafter referred to as “lower-quality securities”) include (i) bonds rated as low as “C” by
Moody’s, S&P or by Fitch Ratings Ltd. (“Fitch™); (ii) commercial paper rated as low as “C” by S&P, “Not
Prime” by Moody’s, or “Fitch 4” by Fitch; and (iii) unrated debt obligations of comparable quality. Lower-
quality securities, while generally offering higher yields than investment grade securities with similar
maturities, involve greater risks, including the possibility of default or bankruptcy. They are regarded as
predominantly speculative with respect to the issuer’s capacity to pay interest and repay principal. The special
risk considerations in connection with investments in these securities are discussed below.

Effect of Interest Rates and Economic Changes. Interest-bearing securities typically experience
appreciation when interest rates decline and depreciation when interest rates rise. The market values of lower-
quality and comparable unrated securities tend to reflect individual corporate developments more than do
higher-rated securities, which react primarily to fluctuations in the general level of interest rates. Lower-
quality and comparable unrated securities also tend to be more sensitive to economic conditions than are
higher-rated securities. As a result, they generally involve more credit risks than securities in the higher-rated
categories. During an economic downturn or a sustained period of rising interest rates, highly leveraged
issuers of lower-quality and comparable unrated securities may experience financial stress and may not have
sufficient funds to meet their payment obligations. The issuer’s ability to service its debt obligations may also
be adversely affected by specific corporate developments, the issuer’s inability to meet specific projected
business forecasts or the unavailability of additional financing. The risk of loss due to default by an issuer of
these securities is significantly greater than by issuers of higher-rated securities because such securities are
generally unsecured and are often subordinated to other creditors. Further, if the issuer of a lower-quality or
comparable unrated security defaulted, a fund might incur additional expenses to seek recovery. Periods of



economic uncertainty and changes would also generally result in increased volatility in the market prices of
these securities and thus in a NAV.

As previously stated, the value of a lower-quality or comparable unrated security will generally
decrease in a rising interest rate market, and accordingly, so will a fund’s NAV. If a fund experiences
unexpected net redemptions in such a market, it may be forced to liquidate a portion of its portfolio securities
without regard to their investment merits. Due to the limited liquidity of lower-quality and comparable
unrated securities in the marketplace (discussed below in the subsection “Liquidity and Valuation”), a fund
may be forced to liquidate these securities at a substantial discount. Any such liquidation would force a fund
to sell the more liquid portion of its portfolio.

Payment Expectations. Lower-quality and comparable unrated securities typically contain redemption,
call or prepayment provisions which permit the issuer of such securities containing such provisions to, at its
discretion, redeem the securities. During periods of falling interest rates, issuers of these securities are likely
to redeem or prepay the securities and refinance them with debt securities with a lower interest rate. To the
extent an issuer can refinance the securities, or otherwise redeem them, a fund may have to replace the
securities with a lower-yielding security, which would result in a lower return for a fund.

Credit Ratings. Credit ratings issued by credit rating agencies are designed to evaluate the safety of
principal and interest payments of rated securities. They do not, however, evaluate the market value risk of
lower-quality securities and, therefore, may not fully reflect the true risks of an investment. In addition, credit
rating agencies may or may not make timely changes in a rating to reflect changes in the economy or in the
condition of the issuer that affect the market value of the security. Consequently, credit ratings are used only
as a preliminary indicator of investment quality. Investments in lower-quality and comparable unrated
obligations may be more dependent on the credit analysis of a fund’s adviser and/or sub-adviser than would
be the case with investments in investment-grade debt obligations.

Liquidity and Valuation. A fund may have difficulty disposing of certain lower-quality and
comparable unrated securities because there may be a thin trading market for such securities. Because not all
dealers maintain markets in all lower-quality and comparable unrated securities, there is no established retail
secondary market for many of these securities. If a fund anticipates that such securities could be sold only to a
limited number of dealers or institutional investors. To the extent a secondary trading market does exist, it is
generally not as liquid as the secondary market for higher-rated securities. The lack of a liquid secondary
market may have an adverse impact on the market price of the security. As a result, a fund’s NAV and ability
to dispose of particular securities, when necessary to meet a fund’s liquidity needs or in response to a specific
economic event, may be impacted. The lack of a liquid secondary market for certain securities may also make
it more difficult for a fund to obtain accurate market quotations for purposes of valuing a fund’s portfolio.
Market quotations are generally available on many lower-quality and comparable unrated issues only from a
limited number of dealers and may not necessarily represent firm bids of such dealers or prices for actual
sales. During periods of thin trading, the spread between bid and asked prices is likely to increase
significantly. In addition, adverse publicity and investor perception, whether based on fundamental analysis,
may decrease the values and liquidity of lower-quality and comparable unrated securities, especially in a
thinly traded market.

Warrants. Certain Underlying Funds may invest in warrants. Warrants are instruments that provide
the owner with the right to purchase a specified security, usually an equity security such as common stock, at
a specified price (usually representing a premium over the applicable market value of the underlying equity
security at the time of the warrant’s issuance) and usually during a specified period. While warrants may be
traded, there is often no secondary market for them. Moreover, they are usually issued by the issuer of the
security to which they relate. Warrants do not have any inherent value. To the extent that the market value of
the security that may be purchased upon exercise of the warrant rises above the exercise price, the value of the
warrant will tend to rise. To the extent that the exercise price equals or exceeds the market value of such



security, the warrants will have little or no market value. If warrants remain unexercised at the end of the
specified exercise period, they lapse and the investing fund’s investment in them will be lost.

Rights Offerings. Certain Underlying Funds may participate in rights offerings, which are privileges
issued by corporations enabling the owners to subscribe to and purchase a specified number of shares of the
corporation at a specified price during a specified period. Subscription rights normally have a short life span
to expiration. The purchase of rights involves the risk that a fund could lose the purchase value of a right if the
right to subscribe to additional shares is not exercised prior to the rights’ expiration. Also, the purchase of
rights involves the risk that the effective price paid for the right added to the subscription price of the related
security may exceed the value of the subscribed security’s market price such as when there is no movement in
the level of the underlying security.

Convertible Preferred Stocks and Debt Securities. Certain Underlying Funds may invest in
convertible preferred stock and debt securities. Certain preferred stocks and debt securities include conversion
features allowing the holder to convert securities into another specified security (usually common stock) of the
same issuer at a specified conversion ratio (e.g., two shares of preferred for one share of common stock) at
some specified future date or period. The market value of convertible securities generally includes a premium
that reflects the conversion right. That premium may be negligible or substantial. To the extent that any
preferred stock or debt security remains unconverted after the expiration of the conversion period, the market
value will fall to the extent represented by that premium.

Preferred Equity Redemption Cumulative Stock. Certain Underlying Funds may invest in preferred
equity redemption cumulative stock. Preferred equity redemption cumulative stock (“PERCS”) is a form of
convertible preferred stock which automatically converts into shares of common stock on a predetermined
conversion date. PERCS pays a fixed annual dividend rate which is higher than the annual dividend rate of the
issuing company’s common stock. However, the terms of PERCS limit an investor’s ability to participate in
the appreciation of the common stock (usually capped at approximately 40%). Predetermined redemption
dates and prices set by the company upon the issuance of the securities provide the mechanism for limiting the
price appreciation of PERCS.

Adjustable Rate Mortgage Securities. Certain Underlying Funds may invest in adjustable rate
mortgage securities. Adjustable rate mortgage securities (ARMs) are pass-through mortgage securities
collateralized by mortgages with adjustable rather than fixed rates. ARMs eligible for inclusion in a mortgage
pool generally provide for a fixed initial mortgage interest rate for either the first three, six, twelve, thirteen,
thirty-six or sixty scheduled monthly payments. Thereafter, the interest rates are subject to periodic
adjustment based on changes to a designated benchmark index. ARMs contain maximum and minimum rates
beyond which the mortgage interest rate may not vary over the lifetime of the security. In addition, certain
ARMs provide for limitations on the maximum amount by which the mortgage interest rate may adjust for
any single adjustment period. Alternatively, certain ARMs contain limitations on changes in the required
monthly payment. If a monthly payment is not sufficient to pay the interest accruing on an ARM, any such
excess interest is added to the principal balance of the mortgage loan, which is repaid through future monthly
payments. If the monthly payment for such an instrument exceeds the sum of the interest accrued at the
applicable mortgage interest rate and the principal payment required at such point to amortize the outstanding
principal balance over the remaining term of the loan, the excess is utilized to reduce the then-outstanding
principal balance of the ARM.

Types of Credit Enhancement. Mortgage-backed securities (MBS) and asset-backed securities
(“ABS”) are often backed by a pool of assets representing the obligations of many different parties. To lessen
the effect of failures by obligors on underlying assets to make payments, these securities may contain
elements of credit support which fall into two categories: (i) liquidity protection and (ii) protection against
losses resulting from ultimate default by an obligor on the underlying assets. Liquidity protection refers to the
provision of advances, generally by the entity administering the pool of assets, to seek to ensure that the
receipt of payments on the underlying pool occurs in a timely fashion. Protection against losses resulting from



default seeks to ensure ultimate payment of the obligations on at least a portion of the assets in the pool. This
protection may be provided through guarantees, insurance policies or letters of credit obtained by the issuer or
sponsor from third parties, through various means of structuring the transaction or through a combination of
such approaches. The degree of credit support provided for each issue is generally based on historical
information respecting the level of credit risk associated with the underlying assets. Delinquencies or
unanticipated losses could adversely affect the return on an investment in a security. A fund will not pay any
additional fees for credit support, although the existence of credit support may increase the price of a security.
Certain types of structured products may also have structural features, including diversions of cash flow,
waterfalls, over-collateralization and other performance tests, and triggers, which may provide credit
protection.

Foreign Custody Risk. Certain Underlying Funds may hold foreign securities and cash with foreign
banks, agents and securities depositories. Such foreign banks or securities depositories may be subject to
limited regulatory oversight. The laws of certain countries also may limit a fund’s ability to recover its assets
if a foreign bank or depository enters into bankruptcy.

Foreign Securities. Certain Underlying Funds may invest in foreign securities. Investors should
recognize that investing in foreign securities involves certain special considerations, including those set forth
below, which are not typically associated with investing in U.S. securities and which may favorably or
unfavorably affect a fund’s performance. As foreign companies are not generally subject to uniform
accounting, auditing and financial reporting standards, practices and requirements comparable to those
applicable to domestic companies, there may be less publicly available information about a foreign company
than about a domestic company. Many foreign securities markets, while growing in volume of trading
activity, have substantially less volume than the U.S. market, and securities of some foreign issuers are less
liquid and more volatile than securities of domestic issuers. Similarly, volume and liquidity in most foreign
bond markets is less than in the U.S. and, at times, volatility of prices can be greater than in the U.S. Fixed
commissions on some foreign securities exchanges and bid-to-asked spreads in foreign bond markets are
generally higher than commissions or bid-to-asked spreads on U.S. markets, although a fund will endeavor to
achieve the most favorable net results on its portfolio transactions. There is generally less government
supervision and regulation of securities exchanges, brokers and listed companies than in the U.S. It may be
more difficult for a fund’s agents to keep currently informed about corporate actions which may affect the
prices of portfolio securities. Communications between the U.S. and foreign countries may be less reliable
than within the U.S., thus increasing the risk of delayed settlements of portfolio transactions or loss of
certificates for portfolio securities. Payment for securities without delivery may be required in certain foreign
markets. In addition, with respect to certain foreign countries, there is the possibility of expropriation or
confiscatory taxation, political or social instability or diplomatic developments which could affect U.S.
investments in those countries. Moreover, individual foreign economies may differ favorably or unfavorably
from the U.S. economy in such respects as growth of gross national product, rate of inflation, capital
reinvestment, resource self-sufficiency and balance of payments position.

Certain Underlying Funds may invest in securities of foreign issuers that trade on U.S. exchanges.
These investments may include American Depositary Receipts (ADRs). ADRs may be sponsored by the
foreign issuer or may be unsponsored. Unsponsored ADRs are organized independently and without the
cooperation of the foreign issuer of the underlying securities. As a result, available information regarding the
issuer may not be as current as for sponsored ADRs, and the prices of unsponsored ADRs may be more
volatile than if they were sponsored by the issuers of the underlying securities. For purposes of a fund’s
investment policies, investments in ADRs will likely be deemed to be investments in the equity securities
representing the securities of foreign issuers into which they may be converted. Investments in foreign
securities have additional risks, including future political and economic developments, possible imposition of
withholding taxes on income payable on the securities, the possible establishment of currency exchange
controls, adoption of other foreign governmental restrictions and possible seizure or nationalization of foreign
assets.



Emerging Markets Securities. Certain Underlying Funds may invest in emerging markets securities.
Emerging markets securities are fixed income and equity securities of foreign companies domiciled,
headquartered, or whose primary business activities or principal trading markets are located in emerging and
less developed markets (“emerging markets”). Investments in emerging markets securities involve special
risks in addition to those generally associated with foreign investing. Many investments in emerging markets
can be considered speculative, and the value of those investments can be more volatile than investments in
more developed foreign markets. This difference reflects the greater uncertainties of investing in less
established markets and economies. Costs associated with transactions in emerging markets securities
typically are higher than costs associated with transactions in U.S. securities. Such transactions also may
involve additional costs for the purchase or sale of foreign currency. Certain foreign markets (including
emerging markets) may require governmental approval for the repatriation of investment income, capital or
the proceeds of sales of securities by foreign investors. Underlying Funds could be adversely affected by
delays in, or a refusal to grant, required governmental approval for repatriation of capital, as well as by the
application to the fund of any restrictions on investments. Many emerging markets have experienced
substantial rates of inflation for extended periods. Inflation and rapid fluctuations in inflation rates have had
and may continue to have adverse effects on the economies and securities markets of certain emerging market
countries. Governments of many emerging market countries have exercised and continue to exercise
substantial influence over many aspects of the private sector through ownership or control of many
companies. The future actions of those governments could have a significant effect on economic conditions in
emerging markets, which, in turn, may adversely affect companies in the private sector, general market
conditions and prices and yields of certain of the securities in the fund’s portfolio. Expropriation, confiscatory
taxation, nationalization and political, economic and social instability have occurred throughout the history of
certain emerging market countries and could adversely affect fund assets should any of those conditions recur.
In addition, the securities laws of emerging market countries may be less developed than those to which U.S.
issuers are subject.

Real Estate Investment Trusts (“REITs”). Certain Underlying Funds may invest in REITs. REITs pool
investor’s funds for investment primarily in income producing real estate or real estate loans or interests. A
REIT is not taxed on income distributed to shareholders if it complies with several requirements relating to its
organization, ownership, assets, and income and a requirement that it distribute to its shareholders at least
90% of its taxable income (other than net capital gains) for each taxable year. REITs can generally be
classified as “Equity REITs”, “Mortgage REITs” and “Hybrid REITs”. Equity REITs, which invest the
majority of their assets directly in real property, derive their income primarily from rents. Equity REITs can
also realize capital gains by selling properties that have appreciated in value. Mortgage REITs, which invest
the majority of their assets in real estate mortgages, derive their income primarily from interest payments.
Hybrid REITs combine the characteristics of both Equity REITs and Mortgage REITs. A REIT will not invest
in real estate directly, but only in securities issued by real estate companies. However, a REIT may be subject
to risks similar to those associated with the direct ownership of real estate (in addition to securities markets
risks) because of its policy of concentration in the securities of companies in the real estate industry. These
include declines in the value of real estate, risks related to general and local economic conditions, dependency
on management skill, heavy cash flow dependency, possible lack of availability of mortgage funds,
overbuilding, extended vacancies of properties, increased competition, increases in property taxes and
operating expenses, changes in zoning laws, losses due to costs resulting from the clean-up of environmental
problems, liability to third parties for damages resulting from environmental problems, casualty or
condemnation losses, limitations on rents, changes in neighborhood values, the appeal of properties to tenants
and changes in interest rates. Investment in REITs may subject a fund’s shareholders to duplicate management
and administrative fees.
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Forward Foreign Currency Exchange Contracts. Certain Underlying Funds may invest in foreign
currencies. Forward foreign currency exchange contracts involve an obligation to purchase or sell a specified
currency at a future date at a price set at the time of the contract. Forward currency contracts do not eliminate
fluctuations in the values of fund securities but rather allow a fund to establish a rate of exchange for a future
point in time. A fund may use forward foreign currency exchange contracts to hedge against movements in the
value of foreign currencies (including the “Euro” used by certain European Countries) relative to the U.S.
dollar in connection with specific fund transactions or with respect to Fund positions.

Dollar Roll Transactions. Certain Underlying Funds may engage in dollar roll transactions, which
consist of the sale by the fund to a bank or broker/dealer (the “counterparty’’) of the Government National
Mortgage Association (“GNMA?”) certificates or other MBS together with a commitment to purchase from the
counterparty similar, but not identical, securities at a future date, at the same price. The counterparty receives
all principal and interest payments, including prepayments, made on the security while it is the holder. Certain
Underlying Funds receives a fee from the counterparty as consideration for entering into a commitment to
purchase. Dollar rolls may be renewed over a period of several months with a different purchase and
repurchase price fixed and a cash settlement made at each renewal without physical delivery of securities.
Moreover, the transaction may be preceded by a firm commitment agreement pursuant to which a fund agrees
to buy a security on a future date. The security sold by a fund that is subject to repurchase at such future date
may not be an existing security in the fund’s holdings. As part of a dollar roll transaction, this is not
considered to be a short sale event.

Dollar rolls may be treated, for purposes of the 1940 Act, as borrowings of a fund because they
involve the sale of a security coupled with an agreement to repurchase. A dollar roll involves costs to a fund.
For example, while a fund receives a fee as consideration for agreeing to repurchase the security, the fund
forgoes the right to receive all principal and interest payments while the counterparty holds the security. These
payments to the counterparty may exceed the fee received by a fund, thereby effectively charging the fund
interest on its borrowing. Further, although a fund can estimate the amount of expected principal prepayment
over the term of the dollar roll, a variation in the actual amount of prepayment could increase or decrease the
cost of a fund’s borrowing.

The entry into dollar rolls involves potential risks of loss that are different from those related to the
securities underlying the transactions. For example, if the counterparty becomes insolvent, a fund’s right to
purchase from the counterparty might be restricted. Additionally, the value of such securities may change
adversely before a fund is able to purchase them. Similarly, a fund may be required to purchase securities in
connection with a dollar roll at a higher price than may otherwise be available on the open market. Since, as
noted above, the counterparty is required to deliver a similar, but not identical security to a fund, the security
that is required to buy under the dollar roll may be worth less than an identical security. Finally, there can be
no assurance that the fund’s use of the cash that it receives from a dollar roll will provide a return that exceeds
borrowing costs.

Strategic Transactions and Derivatives. Certain Underlying Funds may, but are not necessarily
required to, utilize various other investment strategies as described below to hedge various market risks (such
as interest rates and broad or specific equity or fixed-income market movements), to manage the effective
maturity or duration of fixed-income securities in such fund’s portfolio or to enhance potential gain. These
strategies may be executed with derivative contracts. Such strategies are generally accepted as a part of
modern portfolio management and are regularly utilized by many mutual funds and other institutional
investors. Techniques and instruments may change over time as new instruments and strategies are developed
or regulatory changes occur.

In the course of pursuing these investment strategies, a fund may purchase and sell exchange-listed
and over-the-counter (OTC) put and call options on securities, equity and fixed-income indices and other
financial instruments, purchase and sell financial futures contracts and options thereon; enter into various
interest rate transactions such as swaps, caps floors or collars; and enter into various currency transactions
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such as currency forward contracts, currency futures contracts, currency swaps or options on currencies or
currency futures (collectively, all the above are called “Strategic Transactions”). Strategic Transactions may
be used without limit to attempt to protect against possible changes in the market value of securities held in or
to be purchased for a fund’s unrealized gains in the value of its portfolio securities, to facilitate the sale of
such securities for investment purposes, to manage the effective maturity or duration of fixed-income
securities in the fund portfolio or to establish a position in the derivatives markets as a temporary substitute
for purchasing or selling particular securities. Some Strategic Transactions may also be used to enhance
potential gain although no more than 5% of a certain Underlying Funds’ assets (up to limits permitted under
the 1940 Act with respect to certain other Underlying Funds) will be committed to Strategic Transactions
entered into for non-hedging purposes. Any of these investment techniques may be used at any time and in
any combination, and there is no particular strategy that dictates the use of one technique rather than another,
as use of any Strategic Transaction is a function of numerous variables including market conditions. The
ability of a fund to utilize these Strategic Transactions successfully will depend on the fund’s ability to predict
pertinent market movements, which cannot be assured. A fund will comply with applicable regulatory
requirements when implementing these strategies, techniques and instruments. Certain Underlying Funds will
purchase, sell or enter into Strategic Transactions involving financial futures and options thereon only for
bona de hedging, risk management or portfolio management purposes and not for speculative purposes. The
Income and certain other Underlying Funds may use Strategic Transactions for non-hedging purposes to
enhance potential gain.

Strategic Transactions, including derivative contracts, have risks associated with them, including
possible default by the other party to the transaction, illiquidity and, to the extent the fund’s view as to certain
market movements is incorrect, the risk that the use of such Strategic Transactions could result in losses
greater than if they had not been used. Use of put and call options may result in losses to a fund, force the sale
or purchase of portfolio securities at inopportune times or for prices higher than (in the case of put options) or
lower than (in the case of call options) current market values, limit the amount of appreciation a fund can
realize on its investments or cause a fund to hold a security it might otherwise sell. The use of currency
transactions can result in a fund incurring losses because of a number of factors including the imposition of
exchange controls, suspension of settlements or the inability to deliver or receive a specified currency. The
use of options and futures transactions entails certain other risks. The variable degree of correlation between
price movements of futures contracts and price movements in the related portfolio position of a fund creates
the possibility that losses on the hedging instrument may be greater than gains in the value of the fund’s
position. In addition, futures and options markets may not be liquid in all circumstances and certain OTC
options may have no markets. As a result, in certain markets, a fund might not be able to close out a
transaction without incurring substantial losses, if at all. Although the use of futures and options transactions
for hedging should tend to minimize the risk of loss due to a decline in the value of the hedged position, at the
same time it tends to limit any potential gain which might result from an increase in value of such position.
Finally, the daily variation margin requirements for futures contracts would create a greater ongoing potential
financial risk than would purchases of options, where the exposure is limited to the cost of the initial
premium. Losses resulting from the use of Strategic Transactions would reduce NAV, and possibly income,
and such losses can be greater than if the Strategic Transactions had not been utilized.

In addition to the instruments and strategies discussed in this section, a fund may discover additional
opportunities in connection with derivatives, strategic transactions and other similar or related techniques.
These new opportunities may become available as a fund’s portfolio manager develops new techniques, as
regulatory authorities broaden the range of permitted transactions and as new derivatives, strategic
transactions and other techniques are developed. A fund’s portfolio manager may utilize these opportunities
and techniques to the extent that they are consistent a fund’s investment objective and investment limitations
and applicable regulatory authorities. These opportunities and techniques may involve risks different from, or
in addition to, those summarized herein.
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Derivatives Regulations. The laws and regulations that apply to derivatives (e.g., swaps, futures, etc.)
and persons who use them are rapidly changing in the U.S. and abroad. As a result, restrictions and additional
regulations may be imposed on these parties, trading restrictions may be adopted and additional trading costs
are possible. The impact of these changes on each Portfolio’s investment strategies is not yet fully
ascertainable.

In particular, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank
Act”), which was signed into law in July 2010, significantly revises and expands the rulemaking, supervisory
and enforcement authority of federal bank, securities and commodities regulators. While certain of the Dodd-
Frank provisions have been adopted, other rules are not yet final; therefore, it is unclear how regulators will
exercise their expanded powers and whether they will undertake rulemaking, supervisory or enforcement
actions that would adversely affect a fund or its investments. Possible regulatory actions taken under these
revised and expanded powers may include actions related to financial consumer protection, proprietary trading
and derivatives. There is a risk that new and additional government regulation authorized by the Dodd-Frank
Act could restrict the ability of a fund to use certain instruments as part of its investment strategy, increase the
costs of using these instruments or make them less effective. Legislators and regulators in the U.S. are
currently considering a wide range of proposals in addition to the Dodd-Frank Act that, if enacted, could
result in major changes to the way the financial services industry is regulated. In particular, new position
limits imposed on a fund’s counterparties may impact its ability to invest in futures, options, and swaps in a
manner that efficiently meets its investment objective. New requirements even if not directly applicable to a
fund including capital requirements, changes to the CFTC speculative position limits regime, and mandatory
clearing, may increase the cost of a fund’s investments and cost of doing business, which would adversely
affect investors.

In October 2020, the SEC adopted a new rule that will change the regulatory framework around the
use of derivatives by registered investment companies. The new rule will replace the aforementioned asset
segregation requirements with a requirement to ensure that funds investing in derivatives have a derivatives
risk management program consistent with the new rule, along with other requirements such as compliance
with a specific value-at-risk (“VaR”) based limit on leverage risk. Pursuant to the new rule, a fund’s board
will be required to appoint a derivatives risk manager to handle the day-to-day responsibilities of the
derivatives risk management program. Funds will not be required to comply with the new rule until August
19, 2022.

General Characteristics of Options. To the extent consistent with their respective investment
objectives, certain Underlying Funds may invest in options. Put options and call options typically have similar
structural characteristics and operational mechanics regardless of the underlying instruments on which they
are purchased or sold. Thus, the following general discussion relates to various types of options. In addition,
many Strategic Transactions involving options require segregation of fund assets in special accounts.

A put option gives the purchaser of the option, upon payment of a premium, the right to sell, and the
writer the obligation to buy, the underlying security, commodity, index, currency or other instrument at the
exercise price. For instance, a fund’s purchase of a put option on a security might be designed to protect its
holdings in the underlying instrument (or, in some cases, a similar instrument) against a substantial decline in
the market value by giving a fund, the right to sell such instrument at the option exercise price. A call option,
upon payment of a premium, gives the purchaser of the option the right to buy, and the seller the obligation to
sell, the underlying instrument at the exercise price. A fund’s purchase of a call option, on a security, financial
future, index, currency or other instrument might be intended to protect a fund against an increase in the price
of the underlying instrument that it intends to purchase in the future by fixing the price at which it may
purchase such instrument. An American-style put or call option may be exercised at any time during the
option period thereto. A fund may purchase and sell exchange-listed options and OTC options. Exchange-
listed options are issued by a regulated intermediary such as the Options Clearing Corporation (“OCC”),
which guarantees the performance of the obligations of the parties to such options. The discussion below uses
the OCC as an example but is also applicable to other financial intermediaries.
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With certain exceptions, OCC issued and exchange listed options generally settle by physical delivery
of the underlying security or currency, although in the future cash settlement may become available. Index
options and Eurodollar instruments are cash settled for the net amount, if any, by which the option is “in-the-
money” (i.e., where the value of the underlying instrument exceeds, in the case of a call option, or is less than,
in the case of a put option, the exercise price of the option) at the time the option is exercised. Frequently,
rather than taking or making delivery of the underlying instrument through the process of exercising the
option, listed options are closed by entering into offsetting purchase or sale transactions that do not result in
ownership of the underlying instrument.

A fund’s ability to close out its position as a purchaser or seller of an OCC or exchange listed put or
call option is dependent, in part, upon the liquidity of the option market. Among the possible reasons for the
absence of a liquid option market on an exchange are: (i) insufficient trading interest in certain options; (ii)
restrictions on transactions imposed by an exchange; (iii) trading halts, suspensions or other restrictions
imposed with respect to particular classes or series of options or underlying securities including reaching daily
price limits; (iv) interruption of the normal operations of the OCC or an exchange; (v) inadequacy of the
facilities of an exchange or OCC to handle current trading volume; or (vi) a decision by one or more
exchanges to discontinue the trading of options for a particular class or series of options, in which event the
relevant market for that option on that exchange would cease to exist, although outstanding options on that
exchange would generally continue to be exercisable in accordance with their terms.

The hours of trading for listed options may not coincide with the hours during which the underlying
financial instruments are traded. To the extent that the option markets close before the markets for the
underlying financial instruments, significant price and rate movements can take place in the underlying
markets that cannot be reflected in the option markets.

OTC options are purchased from or sold to securities dealers, financial institutions or other parties
(“Counterparties”) through direct bilateral agreement with the Counterparty. In contracts to exchange listed
options, which generally have standardized terms and performance mechanics, all the terms of an OTC option,
including such terms as method of settlement, term, exercise price, premium, guarantees and security, are set
by negotiation of the parties.

Unless the parties provide for it, there is no central clearing or guaranty function in an OTC option.
As a result, if the Counterparty fails to make or take delivery of the security, currency or other instrument
underlying an OTC option it has entered into with a fund fails to make a cash settlement payment due in
accordance with the terms of that option, the fund will lose any premium it paid for the option as well as any
anticipated bent of the transaction. Accordingly, the fund must assess the creditworthiness of each such
Counterparty or any guarantor or credit enhancement of the Counterparty’s credit to determine the likelihood
that the terms of the OTC option will be satisfied.

If a fund sells a call option, the premium that it receives may serve as a partial hedge, to the extent of
the option premium, against a decrease in the value of the underlying securities or instruments in its portfolio,
or will increase the fund’s income. The sale of put options can also provide income. An Underlying Fund may
purchase and sell call options on securities including U.S. Treasury and agency securities, MBS, corporate
debt securities, equity securities (including convertible securities) and Eurodollar instruments that are traded
on U.S. and foreign securities exchanges and in the OTC markets, and on securities, indices, currencies and
futures contracts. Calls sold by a fund must be “covered” (i.e., a fund must own the securities or futures
contract subject to the call) or must meet the asset segregation requirements described below as long as the
call is outstanding. Even if a fund would receive the option premium to help protect it against loss, a call sold
by a fund exposes the fund during the term of the option to possible loss of opportunity to realize appreciation
in the market price of the underlying security or instrument and may require the fund to hold a security or
instrument which it might otherwise have sold.
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A fund may purchase and sell put options on securities including U.S. Treasury and agency securities,
MBS, foreign sovereign debt, corporate debt securities (including convertible securities) and Eurodollar
instruments (whether they hold the above securities in their portfolios), and on securities indices, currencies
and futures contracts other than futures on individual corporate debt and individual equity securities.
Underlying Funds will sell put options in accordance with the 1940 Act. In selling put options, there is a risk
that a fund may be required to buy the underlying security at a disadvantageous price above the market price.

When a fund purchases a put option, the premium paid by it is recorded as an asset of the fund. When
a fund writes an option, an amount equal to the net premium (the premium less the commission) received by
the fund is included in the liability section of the fund’s statement of assets and liabilities as a deferred credit.
The amount of this asset or deferred credit will be subsequently marked to market to reflect the current value
of the option purchased or written. The current value of the traded option is the last sale price or, in the
absence of sale, the mean between the last bid and asked price. If an option purchased by a fund expires
unexercised, the fund realizes a loss equal to the premium paid. If a fund enters into a closing sale transaction
on an option purchased by it, the fund will realize a gain if the premium received by the fund on the closing
transaction is more than the premium paid to purchase the option, or a loss if it is less. If an option written by
a fund expires on the stipulated expiration date or if a fund enters into a closing purchase transaction, it will
realize a gain (or loss if the cost of a closing purchase transaction exceeds the net premium received when the
option is sold) and the deferred credit related to such option will be eliminated. If an option written by a fund
is exercised, the proceeds of the sale will be increased by the net premium originally received and the fund
will realize a gain or loss.

There are several risks associated with transactions in options on securities and indexes. For example,
there are significant differences between the securities and options markets that could result in an imperfect
correlation between these markets, causing a given transaction not to achieve its objectives. In addition, a
liquid secondary market for particular options, whether traded OTC or on a national securities exchange (an
“Exchange”), may be absent for reasons which include the following: there may be insufficient trading
interest in certain options; restrictions may be imposed by an Exchange on opening transactions or closing
transactions or both; trading halts, suspensions or other restrictions may be imposed with respect to particular
classes or series of options or underlying securities; unusual or unforeseen circumstances may interrupt
normal operations on an Exchange; the facilities of an Exchange or the OCC may not at all times be adequate
to handle current trading volume; or one or more Exchanges could, for economic or other reasons, decide or
be compelled at some future date to discontinue the trading of options (or a particular class or series of
options), in which event the secondary market on that Exchange (or in that class or series of options) would
cease to exist, although outstanding options that had been issued by the OCC as a result of trades on that
Exchange would continue to be exercisable in accordance with their terms.

General Characteristics of Futures. To the extent consistent with their respective investment
objectives, certain Underlying Funds may enter into financial futures contracts or purchase or sell put and call
options on such futures primarily as a hedge against anticipated interest rate, currency or equity market
changes, for duration management and for risk management purposes. Certain Underlying Funds may also
engage in futures for speculative purposes. Futures are generally bought and sold on the commodities
exchanges where they are listed with payment of initial and variation margin as described below.

The sale of a futures contract creates a firm obligation by a fund, as seller, to deliver to the buyer the
specific type of financial instrument called for in the contract at a specific future time for a specified price (or,
with respect to index futures and Eurodollar instruments, the net cash amount). Options on futures contracts
are similar to options on securities except that an option on a futures contract gives the purchaser the right in
return for the premium paid to assume a position in a futures contract and obligates the seller to deliver such
position.
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A fund’s use of financial futures and options thereon will be consistent with applicable regulatory
requirements and the rules and regulations of the Commodity Futures Trading Commission. Typically,
maintaining a futures contract or selling an option thereon requires a fund to deposit with a financial
intermediary as security for its obligations an amount of cash or other specified assets (initial margin) which
initially is typically 1% to 10% of the face amount of the contract (but may be higher in some circumstances).
Additional cash or assets (variation margin) may be required to be deposited daily, as the mark-to-market
value of the contract fluctuates. The purchase of an option on financial futures involves payment of a premium
for the option without any further obligation on the part of the fund. If a fund exercises an option on a futures
contract it will be obligated to post initial margin (and potential subsequent variation margin) for the resulting
futures position just as it would for any position. Futures contracts and options thereon are generally settled by
entering into an offsetting transaction, but there can be no assurance that the position can be offset prior to
settlement at an advantageous price, nor that delivery will occur.

Options on Securities Indices and Other Financial Indices. Certain Underlying Funds also may
purchase and sell call and put options on securities indices and other financial indices and in so doing can
achieve many of the same objectives it would achieve through the sale or purchase of options on individual
securities or other instruments. Options on securities indices and other financial indices are similar to options
on a security or other instrument except that, rather than settling by physical delivery of the underlying
instrument, they settle by cash settlement, i.e., an option on an index gives the holder the right to receive,
upon exercise of the option, an amount of cash if the closing level of the index upon which the option is based
exceeds, in the case of a call, or is less than, in the case of a put, the exercise price of the option (except if, in
the case of an OTC option, physical delivery is specified). This amount of cash is equal to the excess of the
closing price of the index over the exercise price of the option, which also may be multiplied by a formula
value. The seller of the option is obligated, in return for the premium received, to make delivery of this
amount. The gain or loss on an option on an index depends on price movements in the instruments making up
the market, market segment, industry or other composite on which the underlying index is based, rather than
price movements in individual securities, as is the case with respect to options on securities.

Hybrid Securities. Hybrid instruments combine the characteristics of securities, futures and options.
Typically, a hybrid instrument combines a traditional stock, bond or commodity with an option or forward
contract. Generally, the principal amount, amount payable upon maturity or redemption, or interest rate of a
hybrid is tied to the price of some security, commodity, currency or securities index, or another interest rate or
some other economic factor. Hybrid instruments can be used as an efficient means of pursuing a variety of
investment goals, including currency hedging and increased total return. The risks of such investments would
reflect the risks of investing in futures, options and securities, including volatility and illiquidity. Such
securities may bear interest or pay dividends at below market (or even relatively nominal) rates. Under certain
conditions, the redemption value of such an investment could be zero.

Synthetic Investment Risk. Certain Underlying Funds may be exposed to certain additional risks
should the fund use derivatives transactions to synthetically implement the fund’s investment strategies.
Customized derivative instruments will likely be highly illiquid, and it is possible that a fund will not be able
to terminate such derivative instruments prior to their expiration date or that the penalties associated with such
a termination might impact a fund’s performance in a materially adverse manner. Synthetic investments may
be imperfectly correlated to the investment a fund is seeking to replicate. There can be no assurance that the
portfolio manager’s judgments regarding the correlation of any particular synthetic investment will be correct.
A fund may be exposed to certain additional risks associated with derivatives transactions should the fund use
derivatives to synthetically implement the fund’s investment strategies. A fund would be subject to
counterparty risk in connection with such transactions. If a fund enters into a derivative instrument whereby it
agrees to receive the return of a security or financial instrument or a basket of securities or financial
instruments, it will typically contract to receive such returns for a predetermined period. During such period, a
fund may not be able to increase or decrease its exposure. In addition, such customized derivative instruments
will likely be highly illiquid, and it is possible that a fund will not be able to terminate such derivative
instruments prior to their expiration date or that the penalties associated with such a termination might impact
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a fund’s performance in a material adverse manner. Furthermore, derivative instruments typically contain
provisions giving the counterparty the right to terminate the contract upon the occurrence of certain events,
such as a decline in the value of the reference securities and material violations of the terms of the contract or
the portfolio guidelines as well as other events determined by the counterparty. If a termination were to occur,
a fund’s return could be adversely affected as it would lose the benefit of the indirect exposure to the reference
securities and it may incur significant termination expenses.

Currency Transactions. Underlying Funds may generally invest up to 1940 Act limits of its assets in
such transactions for non-hedging purposes subject to such fund’s other investment restrictions. An
Underlying Fund’s dealings in forward currency contracts and other currency transactions such as futures,
options, options on futures, and swaps may be limited to hedging involving either specific transactions or
portfolio positions. Currency transactions include forward currency contracts, exchange listed currency
futures, exchange listed and OTC options on currencies, and currency swaps. A forward currency contract
involves a privately negotiated obligation to purchase or sell (with delivery generally required) 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 of the contract. A currency swap is an agreement to exchange cash
flows based on the notional difference among two or more currencies and operates similarly to an interest rate
swap, which is described below.

Except as noted above, a fund’s dealings in forward currency contracts and other currency
transactions such as futures, options, options on futures and swaps may be limited to hedging involving either
specific transactions or portfolio positions. Transaction hedging is entering into a currency transaction with
respect to specific assets or liabilities of a fund, which will generally arise in connection with the purchase or
sale of its portfolio securities or the receipt of income therefrom. Position hedging is entering into a currency
transaction with respect to portfolio security positions denominated or generally quoted in that currency.

Certain Underlying Funds may be limited to hedge currency exposure greater than the aggregate
market value (at the time of entering into the transaction) of the securities held in its portfolio that are
denominated or generally quoted in or currently convertible into such currency, other than with respect to
proxy hedging or cross-hedging as described below.

Certain Underlying Funds may also cross-hedge currencies by entering into transactions to purchase
or sell one or more currencies that are expected to decline in value relative to other currencies to which a fund
has or in which a fund expects to have portfolio exposure.

To reduce the effect of currency fluctuations on the value of existing or anticipated holdings of
portfolio securities, a fund may also engage in proxy hedging. Proxy hedging is often used when the currency
to which a fund’s portfolio is exposed is difficult to hedge or to hedge against the dollar. Proxy hedging
entails entering into a commitment or option to sell a currency whose changes in value are generally
considered to be correlated to a currency or currencies in which some or all of a fund’s portfolio securities are
or are expected to be denominated, in exchange for U.S. dollars. The amount of the commitment or option
would not exceed the value of a fund’s securities denominated in correlated currencies. Currency hedging
involves some of the same risks and considerations as other transactions with similar instruments. Currency
transactions can result in losses to a fund if the currency being hedged fluctuates in value to a degree or in a
direction that is not anticipated. Further, there is the risk that the perceived correlation between various
currencies may not be present, or may not be present during the particular time that a fund is engaging in
proxy hedging. If a fund enters into a currency hedging transaction, the fund will comply with the asset
segregation requirements described below.
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Risks of Currency Transactions. Currency transactions are subject to risks different from those of
other portfolio transactions. Because currency control is of great importance to the issuing governments and
influences economic planning and policy, purchases and sales of currency and related instruments can be
negatively affected by government exchange controls, blockages and manipulations or exchange restrictions
imposed by governments. These can result in losses to a fund if it is unable to deliver or receive currency or
funds in settlement of obligations, and could also cause hedges it has entered into to be rendered useless,
resulting in full currency exposure as well as incurring transaction costs. Buyers and sellers of currency
futures are subject to the same risks that apply to the use of futures generally. Further, settlement of currency
futures contracts for the purchase of most currencies must occur at a bank based in the issuing nation. The
ability to establish and close out positions on options on currency futures is subject to the maintenance of a
liquid market which may not always be available. Currency exchange rates may fluctuate based on factors
extrinsic to that country’s economy.

Risks Relating to Inflation-Indexed Securities. Inflation-linked securities are income-generating
instruments whose interest and principal payments are adjusted for inflation, a sustained increase in prices that
erodes the purchasing power of money. Treasury inflation-protected securities, are inflation-linked securities
issued by the U.S. government. Inflation-linked bonds are also issued by corporations, U.S. government
agencies, states, and foreign countries. The inflation adjustment, which is typically applied monthly to the
principal of the bond, follows a designated inflation index, such as the consumer price index. A fixed coupon
rate is applied to the inflation-adjusted principal so that as inflation rises, both the principal value and the
interest payments increase. This can provide investors with a hedge against inflation, as it helps preserve the
purchasing power of investments. Because of this inflation-adjustment feature, inflation-protected bonds
typically have lower yields than conventional fixed-rate bonds. Municipal inflation bonds generally have a
fixed principal amount, and the inflation component is reflected in the nominal coupon. Inflation-protected
bonds normally will decline in market price when real interest rates rise. A real interest rate is calculated by
subtracting the inflation rate from a nominal interest rate. For example, if a 10-year Treasury note is yielding
5% and rate of inflation is 2%, the real interest rate is 3%. If inflation is negative, the principal and income of
an inflation-protected bond will decline and could result in losses.

Combined Transactions. Certain Underlying Funds may enter into multiple transactions, which may
include multiple options transactions, multiple futures transactions, multiple currency transactions (including
forward currency contracts) and multiple interest rate transactions and any combination of futures, options,
currency and interest rate transactions (“component” transactions), instead of a single Strategic Transaction, as
part of a single or combined strategy when, in the opinion of a fund’s portfolio manager, it is in the best
interests of a fund to do so. A combined transaction will usually contain elements of risk that are present in
each of its component transactions. Although combined transactions are normally entered into based on the
fund’s judgment that the combined strategies will reduce risk or otherwise more effectively achieve the
desired portfolio management goal, it is possible that the combination will instead increase such risks or
hinder achievement of the portfolio management objective.

Swaps, Caps, Floors and Collars. Among the Strategic Transactions into which certain Underlying
Funds may enter are interest rate, currency, credit default and index swaps and the purchase or sale of related
caps, floors and collars. A fund may enter into these transactions primarily to preserve a return or spread on a
particular investment or portion of its portfolio, to protect against currency fluctuations, as a duration
management technique or to protect against any increase in the price of securities the fund anticipates
purchasing at a later date. Interest rate swaps involve the exchange by a fund with another party of their
respective commitments to pay or receive interest, e.g., an exchange of floating rate payments for fixed rate
payments with respect to a notional amount of principal. The purchase of a cap entitles the purchaser to
receive payments on a notional principal amount from the party selling such cap to the extent that a specific
index exceeds a predetermined interest rate or amount. The purchase of a floor entitles the purchaser to
receive payments on a notional principal amount from the party selling such floor to the extent that a specified
index falls below a predetermined interest rate or amount. A collar is a combination of a cap and a floor that
preserves a certain return within a predetermined range of interest rates or values.
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An Underlying Fund will usually enter into swaps on a net basis (i.e., the two payment streams are
netted out in a cash settlement on the payment date or dates specified in the instrument) with the fund
receiving or paying only the net amount of the two payments. Since these swaps, caps, floors and collars are
entered into for good-faith hedging purposes, such obligations may not constitute senior securities under the
1940 Act, and, accordingly, may not treat them as being subject to the 1940 Act’s borrowing restrictions. A
fund may be prohibited from entering into any swap, cap, floor or collar transaction unless, at the time of
entering into such transaction, the unsecured long-term debt of the Counterparty, combined with any credit
enhancements, is rated at least A by S&P or Moody’s or has an equivalent rating from an NRSRO or is
determined to be of equivalent credit quality by the fund. If there is a default by the Counterparty, a fund may
have contractual remedies pursuant to the agreements related to the transaction.

Eurodollar Instruments. Certain Underlying Funds may make investments in Eurodollar instruments.
Eurodollar instruments are U.S. dollar-denominated futures contracts or options thereon which are linked to
the London Interbank Offered Rate (“LIBOR”) or another “benchmark™ interest rate (see “LIBOR
Replacement Risk™), although foreign currency-denominated instruments are available from time to time.
Eurodollar futures contracts enable purchasers to obtain a fixed rate for the lending of funds and sellers to
obtain a fixed rate for borrowing.

LIBOR Replacement Risk. London Inter-Bank Offered Rate (LIBOR), which is used extensively in the
U.S. and globally as a benchmark or reference rate for various commercial and financial contracts, among
other “inter-bank offered” reference rates, is expected to be discontinued. The elimination of LIBOR may
adversely affect the interest rates on, and value of, certain fund investments that are tied to LIBOR. Such
investments may include bank loans, derivatives, floating rate loans, and other assets or liabilities. On July
27, 2017, the U.K. Financial Conduct Authority announced that it intends to stop compelling or inducing
banks to submit LIBOR rates after 2021. More recently, in November 2020, ICE Benchmark Administrator
(IBA) has announced its intention to consult on (i) the cessation of four LIBOR currencies (GBP, EUR, JPY
and CHF) after the end of 2021 and (ii) on the cessation of the major USD LIBOR tenors (overnight, IM, 3M,
6M and 12M) in mid-2023 and the cessation of the 1 week and 2M USD LIBOR by the end of 2021. IBA will
make separate announcements following the outcome of the consultations. Actions by regulators have resulted
in the establishment of alternative reference rates in most major currencies. The U.S. Federal Reserve, based
on the recommendations of the New York Federal Reserve’s Alternative Reference Rate Committee
(comprised of major derivative market participants and their regulators), has begun publishing SOFR that is
intended to replace U.S. dollar LIBOR. Proposals for alternative reference rates for other currencies have also
been announced or have already begun publication. Markets are slowly developing in response to these new
reference rates. Uncertainty related to the liquidity impact of the change in rates, and how to appropriately
adjust these rates at the time of transition, poses risks for funds. The effect of any changes to, or
discontinuation of, LIBOR will depend on, among other things, (1) existing fallback or termination provisions
in individual contracts and (2) whether, how, and when industry participants develop and adopt new reference
rates and fallbacks for both legacy and new instruments and contracts. The expected discontinuation of
LIBOR could have a significant impact on the financial markets in general and may also present heightened
risk to market participants, including public companies, investment advisers, investment companies, and
broker-dealers. The risks associated with this discontinuation and transition will be exacerbated if the work
necessary to affect an orderly transition to an alternative reference rate is not completed in a timely manner.
For example, current information technology systems may be unable to accommodate new instruments and
rates with features that differ from LIBOR. Accordingly, it is difficult to predict the full impact of the
transition away from LIBOR until new reference rates and fallbacks for both legacy and new instruments and
contracts are commercially accepted, and market practices become settled.

Euro Risk. Certain Underlying Funds may invest in securities issued by companies operating in
Europe. Investments in a single region, even though representing many different countries within the region,
may be affected by common economic forces and other factors. A fund may be subject to greater risk of
adverse events which occur in the European region and may experience greater volatility than a fund that is
more broadly diversified geographically. Political or economic disruptions in European countries, even in
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countries in which a fund is not invested may adversely affect the security values and thus a fund’s holdings.
A significant number of countries in Europe are member states in the European Union (the “EU”), and these
member states no longer have the ability to implement an independent monetary policy and may be
significantly affected by requirements that limit their fiscal options. European financial markets have recently
experienced volatility and have been adversely affected by concerns of economic downturns, credit rating
downgrades, rising government debt and possible default on or restructuring of government debt in several
European countries. On January 31, 2020, the United Kingdom formally withdrew from the European Union
(“EU”) (commonly referred to as “Brexit”) and entered an 11-month transition period during which the United
Kingdom remained part of the EU single market and customs union, the laws of which governed the
economic, trade, and security relations between the United Kingdom and EU. The transition period concluded
on December 31, 2020, and the United Kingdom left the EU single market and customs union under the terms
of a new trade agreement. The agreement governs the new relationship between the United Kingdom and EU
with respect to trading goods and services, but critical aspects of the relationship remain unresolved and
subject to further negotiation and agreement. The full scope and nature of the consequences of the exit are not
at this time known and are unlikely to be known for a significant period of time. It is also unknown whether
the United Kingdom’s exit will increase the likelihood of other countries also departing the EU. Any
additional exits from the EU, or the possibility of such exits, may have a significant impact on the United
Kingdom, Europe, and global economies, which may result in increased volatility and illiquidity, new legal
and regulatory uncertainties and potentially lower economic growth for such economies that could potentially
have an adverse effect on the value of a fund’s investments.

Risks of Strategic Transactions Outside the U.S. When conducted outside the U.S., Strategic
Transactions may not be regulated as rigorously as in the U.S., may not involve a clearing mechanism and
related guarantees and are subject to the risk of governmental actions affecting trading in, or the prices of,
foreign securities, currencies and other instruments. The value of such positions also could be adversely
affected by (i) other complex foreign, political, legal and economic factors, (ii) lesser availability than in the
U.S. of data on which to make trading decisions, (iii) delays in a fund’s ability to act upon economic events
occurring in foreign markets during non-business hours in the U.S., (iv) the imposition of different exercise
and settlement terms and procedures and margin requirements than in the U.S. and (v) lower trading volume
and liquidity.

Use of Segregated and Other Special Accounts. Many Strategic Transactions, in addition to other
requirements, require that a fund segregate liquid, high-grade assets to the extent fund obligations are not
otherwise “covered” through ownership of the underlying security, financial instrument or currency. In
general, either the full amount of any obligation by a fund to pay or deliver securities or assets must always be
covered by the securities, instruments or currency required to be delivered, or, subject to any regulatory
restrictions, an amount of cash or liquid high-grade securities at least equal to the current amount of the
obligation must be segregated with the custodian. The segregated assets cannot be sold or transferred unless
equivalent assets are substituted in their place or it is no longer necessary to segregate them. For example, a
call option written by a fund will require the fund to hold the securities subject to the call (or securities
convertible into the needed securities without additional consideration) or to segregate liquid high-grade
securities sufficient to purchase and deliver the securities if the call is exercised. A call option sold by a fund
on an index will require the fund to own portfolio securities which correlate with the index or to segregate
liquid high-grade assets equal to the excess of the index value over the exercise price on a current basis. A put
option written by a fund requires the fund to segregate liquid high-grade assets equal to the exercise price.

Except when a fund enters into a forward contract for the purchase or sale of a security denominated
in a particular currency which requires no segregation, a currency contract which obligates a fund to buy or
sell currency will generally require the fund to hold an amount of that currency or liquid securities
denominated in that currency equal to the fund’s obligations or to segregate liquid high-grade assets equal to
the amount of the fund’s obligation.
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OTC options entered into by a fund, including those on securities, currency, financial instruments or
indices and OCC-issued and exchange listed index options, will generally provide for cash settlement. As a
result, when a fund sells these instruments, it will only segregate an amount of assets equal to its accrued net
obligations, as there is no requirement for payment or delivery of amounts in excess of the net amount. These
amounts will equal 100% of the exercise price in the case of a non-cash-settled put, the same as an OCC-
guaranteed listed option sold by a fund or the in-the-money amount plus any sell-back formula amount in the
case of a cash-settled put or call. In addition, when a fund sells a call option on an index at a time when the in-
the-money amount exceeds the exercise price, a fund will segregate, until the option expires or is closed out,
cash or cash equivalents equal in value to such excess. OCC-issued and exchange listed options sold by a
fund, other than those above generally settle with physical delivery, or with an election of either physical
delivery or cash settlement, and the fund will segregate an amount of assets equal to the full value of the
option. OTC options settling with physical delivery, or with an election of either physical delivery or cash
settlement, will be treated the same as other options settling with physical delivery.

In the case of a futures contract or an option thereon, a fund must deposit initial margin and possible
daily variation margin in addition to segregating assets sufficient to meet its obligation to purchase or provide
securities or currencies, or to pay the amount owed at the expiration of an index-based futures contract. Such
assets may consist of cash, cash equivalents, liquid debt or equity securities or other acceptable assets.

With respect to swaps, a fund will accrue, on a daily basis, the net amount of the excess, if any, of its
obligations over its entitlements for each swap and will segregate an amount of cash or liquid high grade
securities having a value equal to the accrued excess. Caps, floors and collars require segregation of assets
with a value equal to a fund’s net obligations, if any.

Strategic Transactions may be covered by other means when consistent with applicable regulatory
policies. An Underlying Fund may also enter into offsetting transactions so that its combined position,
coupled with any segregated assets, equals its net outstanding obligations in related options and Strategic
Transactions. For example, a fund could purchase a put option if the strike price of that option is the same as
or higher than the strike price of a put option sold by the fund. Moreover, instead of segregating assets if a
fund held a futures or forward contract, it could purchase a put option on the same futures or forward contract
with a strike price as high or higher than the price of the contract held. Other Strategic Transactions may also
be offset in combinations. If the offsetting transaction terminates at the time of or after the primary
transaction, no segregation is required, but if it terminates prior to such time, assets equal to any remaining
obligation would need to be segregated.

A fund’s activities involving Strategic Transactions may be limited by the requirements of Subchapter
M of the Internal Revenue Code of 1986, as amended (the “Code”), for qualification as a regulated investment
company. (See “Federal Income Tax Matters” section).

Variable and Floating Rate Instruments. Certain Underlying Funds may invest in variable and
floating rate instruments. With respect to purchasable variable and floating rate instruments, the fund will
consider the earning power, cash flows and liquidity ratios of the issuers and guarantors of such instruments
and, if the instruments are subject to a demand feature, will monitor their financial status to meet payment on
demand. Such instruments may include variable amount demand notes that permit the indebtedness thereunder
to vary in addition to providing for periodic adjustments in the interest rate. The absence of an active
secondary market with respect to particular variable and floating rate instruments could make it difficult for a
fund to dispose of a variable or floating rate note if the issuer defaulted on its payment obligation or during
periods that a fund is not entitled to exercise its demand rights, and a fund could, for these or other reasons,
suffer a loss with respect to such instruments. In determining average-weighted fund maturity, an instrument
will be deemed to have a maturity equal to either the period remaining until the next interest rate adjustment
or the time a fund involved can recover payment of principal as specified in the instrument, depending on the
type of instrument involved.
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Certificates of Deposit and Bankers’ Acceptances Risk. Certificates of deposit are receipts issued by a
depository institution 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 a 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 acceptances have maturities of
six months or less.

Mortgage-Backed Securities. Certain Underlying Funds may invest in MBS, which represent interests
in pools of mortgage loans made by lenders such as commercial banks and savings and loan institutions. Pools
of mortgage loans are assembled for sale to investors by various government-related organizations. There are
several important differences among the agencies and instrumentalities of the U.S. government that issue
MBS and among the securities that they issue.

MBS guaranteed by the GNMA include GNMA Mortgage Pass-Through Certificates (also known as
“Ginnie Maes”) which are guaranteed as to the timely payment of principal and interest by GNMA and such
guarantee is backed by the full faith and credit of the United States. GNMA is a wholly-owned U.S.
government corporation within the Department of Housing and Urban Development. GNMA certificates also
are supported by the authority of GNMA to borrow funds from the U.S. Treasury to make payments under its
guarantee. MBS issued by the Federal National Mortgage Association (“FNMA”) include FNMA-guaranteed
Mortgage Pass-Through Certificates (also known as “Fannie Maes”) which are solely the obligations of the
FNMA, are not backed by or entitled to the full faith and credit of the United States and are supported by the
right of the issuer to borrow from the Treasury. FNMA is a government-sponsored organization owned
entirely by private stockholders. Fannie Maes are guaranteed as to timely payment of principal and interest by
FNMA. MBS issued by the Federal Home Loan Mortgage Corporation (“FHLMC”) include FHLMC
Mortgage Participation Certificates (also known as “Freddie Macs” or “PCs”). FHLMC is a corporate
instrumentality of the United States, created pursuant to an Act of Congress, which is owned entirely by
Federal Home Loan Banks. Freddie Macs are not guaranteed by the United States or by any Federal Home
Loan Banks and do not constitute a debt or obligation of the United States or of any Federal Home Loan
Bank. Freddie Macs entitle the holder to timely payment of interest, which is guaranteed by the FHLMC.
FHLMC guarantees either ultimate collection or timely payment of all principal payments on the underlying
mortgage loans. When FHLMC does not guarantee timely payment of principal, FHLMC may remit the
amount due on account of its guarantee of ultimate payment of principal at any time after default on an
underlying mortgage, but in no event later than one year after it becomes payable.

On September 7, 2008, the U.S. Treasury announced a federal takeover of FNMA and FHLMC,
placing the two federal instrumentalities in conservatorship. Under the takeover, the U.S. Treasury agreed to
acquire senior preferred stock of each instrumentality and obtained warrants for the purchase of common
stock of each instrumentality. The U.S. Treasury also pledged to make additional capital contributions as
needed to help ensure that the instrumentalities maintain a positive net worth and meet their financial
obligations, preventing mandatory triggering of receivership. FNMA and FHLMC continue to rely on the
support of the U.S. Treasury to continue operations, and it is not known when the conservatorships will be
terminated or what changes will be made to their operations following the conservatorships.

MBS differ from traditional debt securities. Among the major differences are that interest and
principal payments are made more frequently, usually monthly, and that principal may be prepaid at any time
because the underlying mortgage loans generally may be prepaid at any time. Since prepayment rates vary
widely, it is not possible to accurately predict the average maturity of a particular mortgage-backed pool;
however, statistics published by the Federal Housing Authority indicate that the average life of mortgages
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with 25- to 30-year maturities (the type of mortgages backing the majority of MBS) is approximately 12
years. MBS may decrease in value as a result of increases in interest rates and may benefit less than other
fixed-income securities from declining interest rates because of the risk of prepayment.

Collateralized Mortgage Obligations (CMOs) and Multiclass Pass-Through Securities. CMOs are
debt obligations collateralized by mortgage loans or mortgage pass-through securities. Typically, CMOs are
collateralized by GNMA, FNMA or FHLMC Certificates, but also may be collateralized by whole loans or
private mortgage pass-through securities (“Mortgage Assets”). Multiclass pass-through securities are equity
interests held in a trust composed of Mortgage Assets. Payments of principal and of interest on the Mortgage
Assets, and any reinvestment income thereon, provide the capital to pay debt service on the CMOs or make
scheduled distributions on the multiclass pass-through securities. CMOs may be issued by agencies or
instrumentalities of the U.S. government or by private originators of, or investors in, mortgage loans,
including depositary institutions, mortgage banks, investment banks and special purpose subsidiaries of the
foregoing.

In a CMO, a series of bonds or certificates is issued in multiple classes. Each class of CMOs is issued
at a specific fixed or floating coupon rate and has a stated maturity or final distribution date. Principal
prepayments on the Mortgage Assets may cause the CMOs to be retired substantially earlier than their stated
maturities or final distribution dates. Interest is paid or accrued on all classes of CMOs on a monthly,
quarterly or semi-annual basis. The principal of and interest on the Mortgage Assets may be allocated among
the several classes of a CMO series in several different ways. Generally, the purpose of the allocation of the
cash flow of a CMO to the various classes is to obtain a more predictable cash flow to the individual class
than exists with the underlying collateral of the CMO. Generally, the more predictable the cash flow to a
particular CMO the lower the anticipated yield will be on that class at the time of issuance relative to
prevailing market yields on MBS.

Certain Underlying Funds may invest in CMOs, including but not limited to, parallel pay CMOs and
Planned Amortization Class CMOs (“PAC Bonds™). Parallel pay CMOs are structured to provide payments of
principal on each payment date to more than one class. These simultaneous payments are considered in
calculating the stated maturity date or final distribution date of each class, which, as with other CMO
structures, must be retired by its stated maturity date or final distribution date but may be retired earlier. PAC
Bonds generally require payments of a specified amount of principal on each payment date. PAC Bonds
always are parallel pay CMOs with the required principal payment on such securities having the highest
priority after interest has been paid to all classes.

Asset-Backed Securities. Certain Underlying Funds may also invest in ABS, which are securities that
represent an interest in a pool of assets. These include secured debt instruments collateralized by automobile
loans, credit card loans, home equity loans, manufactured housing loans, syndicated bank loans, and other
types of debt providing the source of both principal and interest. On occasion, the pool of assets may also
include a swap obligation, which is used to change the cash flows on the underlying assets. As an example, a
swap may be used to allow floating rate assets to back a fixed rate obligation. The credit quality of an asset-
backed security depends primarily on the quality of the underlying assets, the level of credit support, if any,
provided by the issuer, and the credit quality of the swap counterparty, if any. ABS are subject to risks similar
to those discussed above with respect to MBS.

Automobile Receivable Securities. ABS may be backed by receivables from motor vehicle installment
sales contracts or installment loans secured by motor vehicles (“Automobile Receivable Securities”). Since
installment sales contracts for motor vehicles or installment loans related thereto (“Automobile Contracts™)
typically have shorter durations and lower incidences of prepayment, Automobile Receivable Securities
generally will exhibit a shorter average life and are less susceptible to prepayment risk.

Most entities that issue Automobile Receivable Securities create an enforceable interest in their
respective Automobile Contracts only by filing a financing statement and by having the servicer of the
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Automobile Contracts, which is usually the originator of the Automobile Contracts, take custody thereof. In
such circumstances, if the servicer of the Automobile Contracts were to sell the same Automobile Contracts to
another party, in violation of its obligation not to do so, there is a risk that such party could acquire an interest
in the Automobile Contracts superior to that of the holders of Automobile Receivable Securities. Although
most Automobile Contracts grant a security interest in the motor vehicle being financed, in most states the
security interest in a motor vehicle must be noted on the certificate of title to create an enforceable security
interest against competing claims of other parties. Due to the large number of vehicles involved, however, the
certificate of title to each vehicle financed, pursuant to the Automobile Contracts underlying the Automobile
Receivable Security, usually is not amended to reflect the assignment of the seller’s security interest for the
benefit of the holders of the Automobile Receivable Securities. Therefore, there is the possibility that
recoveries on repossessed collateral may not, in some cases, be available to support payments on the
securities. In addition, various state and federal securities laws give the motor vehicle owner the right to assert
against the holder of the owner’s Automobile Contract certain defenses such owner would have against the
seller of the motor vehicle. The assertion of such defenses could reduce payments on the Automobile
Receivable Securities.

Credit Card Receivable Securities. ABS may be backed by receivables from revolving credit card
agreements (“Credit Card Receivable Securities”). Credit balances on revolving credit card agreements
(“Accounts”) are generally paid down more rapidly than are Automobile Contracts. Most of the Credit Card
Receivable Securities issued publicly to date have been pass-through certificates. To lengthen the maturity of
Credit Card Receivable Securities, most such securities provide for a fixed period during which only interest
payments on the underlying Accounts are passed through to the security holder, and principal payments
received on such Accounts are used to fund the transfer to the pool of assets supporting the related Credit
Card Receivable Securities of additional credit card charges made on an Account. The initial fixed period
usually may be shortened upon the occurrence of specified events which signal a potential deterioration in the
quality of the assets backing the security, such as the imposition of a cap on interest rates. The ability of the
issuer to extend the life of an issue of Credit Card Receivable Securities thus depends upon the continued
generation of additional principal amounts in the underlying accounts during the initial period and the non-
occurrence of specified events. An acceleration in cardholders’ payment rates or any other event that shortens
the period during which additional credit card charges on an Account may be transferred to the pool of assets
supporting the related Credit Card Receivable Security could shorten the weighted average life and yield of
the Credit Card Receivable Security.

Credit cardholders are entitled to the protection of many state and federal consumer credit laws, many
of which give such holders the right to set off certain amounts against balances owed on the credit card,
thereby reducing amounts paid on Accounts. In addition, unlike most other ABS, Accounts are unsecured
obligations of the cardholder.

Methods of Allocating Cash Flows. While many ABS are issued with only one class of security, many
ABS are issued in more than one class, each with different payment terms. Multiple class ABS are issued for
two main reasons. First, multiple classes may be used as a method of providing credit support. This is
accomplished typically through creation of one or more classes whose right to payments on the asset-backed
security is made subordinate to the right to such payments of the remaining class or classes (See “Types of
Credit Support”). Second, multiple classes may permit the issuance of securities with payment terms, interest
rates or other characteristics differing both from those of each other and from those of the underlying assets.
Examples include so-called “strips” (ABS entitling the holder to disproportionate interests with respect to the
allocation of interest and principal of the assets backing the security) and securities with a class or classes
having characteristics which mimic the characteristics of non-ABS, such as floating interest rates (i.e., interest
rates which adjust as a specified benchmark changes) or scheduled amortization of principal.

ABS in which the payment streams on the underlying assets are allocated in a manner different than
those described above may be issued in the future.
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Types of Credit Support. ABS are often backed by a pool of assets representing the obligations of
several different parties. To lessen the effect of failures by obligors on underlying assets to make payments,
such securities may contain elements of credit support. Such credit support falls into two classes: liquidity
protection and protection against ultimate default by an obligor on the underlying assets. Liquidity protection
refers to the provision of advances, generally by the entity administering the pool of assets, to ensure that
scheduled payments on the underlying pool are made in a timely fashion. Protection against ultimate default
ensures ultimate payment of the obligations on at least a portion of the assets in the pool. Such protection may
be provided through guarantees, insurance policies or letters of credit obtained from third parties, through
various means of structuring the transaction or through a combination of such approaches. Examples of ABS
with credit support arising out of the structure of the transaction include “senior-subordinated
securities” (multiple class ABS with certain classes subordinate to other classes as to the payment of principal
thereon, with the result that defaults on the underlying assets are borne first by the holders of the subordinated
class) and ABS that have “reserve portfolios” (where cash or investments, sometimes funded from a portion
of the initial payments on the underlying assets, are held in reserve against future losses) or that have been
“over collateralized” (where the scheduled payments on, or the principal amount of, the underlying assets
substantially exceeds that required to make payment of the ABS and pay any servicing or other fees). The
degree of credit support provided on each issue is based generally on historical information respecting the
level of credit risk associated with such payments. Delinquency or unanticipated losses could adversely affect
the return on an investment in an ABS. Additionally, if the letter of credit is exhausted, holders of ABS may
also experience delays in payments or losses if the full amounts due on underlying sales contracts are not
realized.

Structured Notes. Certain Underlying Funds may invest in structured notes. Structured notes are debt
obligations that also contain an embedded derivative component with characteristics that adjust the
obligation’s risk/return profile. Generally, the performance of a structured note will track that of the
underlying debt obligation and the derivative embedded within it. A fund has the right to receive periodic
interest payments from the issuer of the structured notes at an agreed-upon interest rate and a return of the
principal at the maturity date. Structured notes are typically privately negotiated transactions between two or
more parties. A fund bears the risk that the issuer of the structured note would default or become bankrupt
which may result in the loss of principal investment and periodic interest payments expected to be received for
the duration of its investment in the structured notes. If one of the underlying corporate credit instruments
defaults, a fund may receive the security or credit instrument that has defaulted, or alternatively a cash
settlement may occur, and a fund’s principal investment in the structured note would be reduced by the
corresponding face value of the defaulted security. The market for structured notes may be, or suddenly can
become, illiquid. The other parties to the transaction may be the only investors with sufficient understanding
of the derivative to be interested in bidding for it. Changes in liquidity may result in significant, rapid, and
unpredictable changes in the prices for structured notes. In certain cases, a market price for a credit-linked
security may not be available.

Credit-Linked Notes. Certain Underlying Funds may invest in credit-linked notes. Credit-linked notes
are a type of structured note. The difference between a credit default swap and a credit-linked note is that the
seller of a credit-linked note receives the principal payment from the buyer at the time the contract is
originated. Through the purchase of a credit-linked note, the buyer assumes the risk of the reference asset and
funds this exposure through the purchase of the note. The buyer takes on the exposure to the seller to the full
amount of the funding it has provided. The seller has hedged its risk on the reference asset without acquiring
any additional credit exposure. A fund has the right to receive periodic interest payments from the issuer of
the credit-linked note at an agreed-upon interest rate and a return of principal at the maturity date.

Credit-linked notes are subject to the credit risk of the corporate credits referenced by the note. If one
of the underlying corporate credits defaults, a fund may receive the security that has defaulted, and a fund’s
principal investment would be reduced by the difference between the original face value of the reference
security and the current value of the defaulted security. Credit-linked notes are typically privately negotiated
transactions between two or more parties. A fund bears the risk that the issuer of the credit-linked note will
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default or become bankrupt. A fund bears the risk of loss of its principal investment, and the periodic interest
payments expected to be received for the duration of its investment in the credit-linked note.

Collateralized Debt Obligations (CDOs). Certain Underlying Funds may invest in CDOs. A CDO is
an asset-backed security whose underlying collateral is typically a portfolio of bonds, bank loans, other
structured finance securities and/or synthetic instruments. Where the underlying collateral is a portfolio of
bonds, a CDO is referred to as a collateralized bond obligation (“CBO”). Where the underlying collateral is a
portfolio of bank loans, a CDO is referred to as a collateralized loan obligation (“CLO”). Investors in CDOs
bear the credit risk of the underlying collateral. Multiple tranches of securities are issued by the CDO, offering
investors various maturity and credit risk characteristics. Tranches are categorized as senior, mezzanine, and
subordinated/equity, per their degree of risk. If there are defaults or the CDO’s collateral otherwise
underperforms, scheduled payments to senior tranches take precedence over those of mezzanine tranches, and
scheduled payments to mezzanine tranches take precedence over those to subordinated/equity tranches. CDOs
are subject to the same risk of prepayment described with respect to certain mortgage-related and ABS. The
value of CDOs may be affected by changes in the market’s perception of the creditworthiness of the servicing
agent for the pool or the originator.

A CLO is a trust or other special purpose entity that is comprised of or collateralized by a pool of
loans, including domestic and non-U.S. senior secured loans, senior unsecured loans and subordinate
corporate loans, including loans that may be rated below investment grade or equivalent unrated loans. The
loans generate cash flow that is allocated among one or more classes of securities (“tranches”) that vary in risk
and yield. The most senior tranche has the best credit quality and the lowest yield compared to the other
tranches. The equity tranche has the highest potential yield but also has the greatest risk, as it bears the bulk of
defaults from the underlying loans and helps to protect the more senior tranches from risk of these defaults.
However, despite the protection from the equity and other more junior tranches, more senior tranches can
experience substantial losses due to actual defaults and decreased market value due to collateral default and
disappearance of protecting tranches, market anticipation of defaults, as well as aversion to CLO securities as
a class.

Normally, CLOs are privately offered and sold and are not registered under state or federal securities
laws. Therefore, investments in CLOs may be characterized as illiquid securities; however, an active dealer
market may exist for CLOs allowing a CLO to qualify for transactions pursuant to Rule 144A under the 1933
Act. CLOs normally charge management fees and administrative expenses, which are in addition to those of a
fund.

The riskiness of investing in CLOs depends largely on the quality and type of the collateral loans and
the tranche of the CLO in which a fund invests. In addition to the normal risks associated with fixed-income
securities (such as interest rate risk and credit risk), CLOs carry risks including, but are not limited to: (i) the
possibility that distributions from the collateral will not be adequate to make interest or other payments; (ii)
the quality of the collateral may decline in value or default; (iii) a fund may invest in CLO tranches that are
subordinate to other tranches; and (iv) the complex structure of the CLO may not be fully understood at the
time of investment or may result in the quality of the underlying collateral not being fully understood and may
produce disputes with the issuer or unexpected investment results. In addition, interest on certain tranches of a
CLO may be paid in-kind (meaning that unpaid interest is effectively added to principal), which involves
continued exposure to default risk with respect to such payments. Certain CLOs may receive credit
enhancement in the form of a senior-subordinate structure, over-collateralization or bond insurance, but such
enhancement may not always be present and may fail to a fund against the risk of loss due to defaults on the
collateral. Certain CLOs may not hold loans directly, but rather, use derivatives such as swaps to create
“synthetic” exposure to the collateral pool of loans. Such CLOs entail the risks of derivative instruments.
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Corporate Bonds. Certain Underlying Funds may invest in corporate bonds. Corporate bonds are debt
obligations issued by corporations and other business entities. Corporate bonds may be either secured or
unsecured. Collateral used for secured debt includes real property, machinery, equipment, accounts receivable,
stocks, bonds or notes. If a bond is unsecured, it is known as a debenture. Bondholders, as creditors, have a
prior legal claim over common and preferred stockholders as to both income and assets of the corporation for
the principal and interest due them and may have a prior claim over other creditors if liens or mortgages are
involved. Interest on corporate bonds may be fixed or floating, or the bonds may be zero coupons. Interest on
corporate bonds is typically paid semi-annually and is fully taxable to the bondholder. Corporate bonds
contain elements of both interest-rate risk and credit risk. The market value of a corporate bond generally may
be expected to rise and fall inversely with interest rates and may also be affected by the credit rating of the
corporation, the corporation’s performance and perceptions of the corporation in the marketplace. Corporate
bonds usually yield more than government or agency bonds due to the presence of credit risk.

The market value of a corporate bond may be affected by factors directly related to the issuer, such as
investors’ perceptions of the creditworthiness of the issuer, the issuer's financial performance, perceptions of
the issuer in the market place, performance of management of the issuer, the issuer’s capital structure and use
of financial leverage and demand for the issuer’s goods and services. There is a risk that the issuers of
corporate bonds may not be able to meet their obligations on interest or principal payments at the time called
for by an instrument. Corporate bonds of below investment grade quality are often high risk and have
speculative characteristics and may be particularly susceptible to adverse issuer-specific developments.

Distressed Company Risk. Certain Underlying Funds may invest in securities of distressed companies
that may be subject to greater levels of credit, issuer and liquidity risk than a portfolio that does not invest in
such securities. Debt securities of distressed companies are considered predominantly speculative with respect
to the issuers’ continuing ability to make principal and interest payments. Issuers of distressed company
securities may also be involved in restructurings or bankruptcy proceedings that may not be successful. An
economic downturn or period of rising interest rates could adversely affect the market for these securities and
reduce a fund’s ability to sell these securities (liquidity risk). If the issuer of a debt security is in default with
respect to interest or principal payments, a fund may lose its entire investment.

U.S. Government Obligations. Certain Underlying Funds may invest in U.S. government obligations.
U.S. government obligations are direct obligations of the U.S. government and are supported by the full faith
and credit of the U.S. government. U.S. government agency securities are issued or guaranteed by U.S.
government-sponsored enterprises and federal agencies. Some of these securities are backed by the full faith
and credit of the U.S. government; others are backed by the agency’s right to borrow a specified amount from
the U.S. Treasury; and still others, while not guaranteed directly or indirectly by the U.S. government, are
backed with collateral in the form of cash, Treasury securities or debt instruments that the lending institution
has acquired through its lending activities. Examples of the types of U.S. government obligations which a
fund may hold include U.S. Treasury bills, Treasury instruments and Treasury bonds and the obligations of
Federal Home Loan Banks, Federal Farm Credit Banks, Federal Land Banks, the Federal Housing
Administration, the Farmers Home Administration, the Export-Import Bank of the United States, the Small
Business Administration, FNMA, GNMA, the General Services Administration, the Student Loan Marketing
Association, the Central Bank for Cooperatives, FHLMC, the Federal Intermediate Credit Banks, the
Maritime Administration, the International Bank of Reconstruction and Development (the “World Bank™), the
Asian-American Development Bank and the Inter-American Development Bank.

Supranational Organization Obligations. Certain Underlying Funds may purchase debt securities of
supranational organizations such as the European Coal and Steel Community, the European Economic
Community and the World Bank, which are chartered to promote economic development.

Municipal Securities. Certain Underlying Funds may invest in municipal securities issued by or on

behalf of states, territories and possessions of the United States and the District of Columbia and their political
subdivisions, agencies and instrumentalities, the payments from which, in the opinion of bond counsel to the
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issuer, are excludable from gross income for federal income tax purposes (“Municipal Bonds”). Certain
Underlying Funds may also invest in Municipal Bonds that pay interest excludable from gross income for
purposes of state and local income taxes of the designated state and/or allow the value of a fund’s shares to be
exempt from state and local taxes of the designated state. Certain Underlying Funds may also invest in
securities not issued by or on behalf of a state or territory or by an agency or instrumentality thereof, under the
expectation that securities pay interest excludable from gross income for purposes of federal income tax and
state and local income taxes of the designated state and/or state and local personal property taxes of the
designated state (“Non-Municipal Tax-Exempt Securities”). Non-Municipal Tax-Exempt Securities could
include trust certificates or other instruments evidencing interest in one or more long term municipal
securities. Non-Municipal Tax- Exempt Securities also may include securities issued by other investment
companies that invest in Municipal Bonds, to the extent such investments are permitted by applicable law.

A fund cannot guarantee the accuracy of any opinion issued by bond counsel regarding the tax-
exempt status of a Municipal Bond. Furthermore, there can be no guarantee that the Internal Revenue Service
(“IRS”) will agree with such counsel’s opinion. The value of Municipal Bonds may also be affected by
uncertainties in the municipal market related to legislation or litigation involving the taxation of Municipal
Bonds or the rights of Municipal Bond holders in the event of a bankruptcy. From time to time, Congress has
introduced proposals to restrict or eliminate the federal income tax exemption for interest on Municipal
Bonds. State legislatures may also introduce proposals that would affect the state tax treatment of a fund’s
distributions. If such proposals were enacted, the availability of Municipal Bonds and the value of a fund’s
holdings would be affected, and the investment objectives and policies of a fund would likely be re-evaluated.

Investments in Municipal Bonds present certain risks, including credit, interest rate, liquidity, and
prepayment risks. Municipal Bonds may also be affected by local, state, and regional factors, including
erosion of the tax base and changes in the economic climate. In addition, municipalities and municipal
projects that rely directly or indirectly on federal funding mechanisms may be negatively affected by actions
of the federal government including reductions in federal spending, increases in federal tax rates, or changes
in fiscal policy.

The marketability, valuation or liquidity of Municipal Bonds may be negatively affected if states,
localities or their authorities default on their debt obligations or other market events arise, which in turn may
negatively affect a fund’s performance, sometimes substantially. A credit rating downgrade relating to, default
by, or insolvency or bankruptcy of, one or several municipal issuers in a particular state, territory, or
possession could affect the market value or marketability of Municipal Bonds from any one or all such states,
territories, or possessions.

The value of Municipal Bonds may also be affected by uncertainties with respect to the rights of
holders of Municipal Bonds in the event of bankruptcy. Municipal bankruptcies have in the past been
relatively rare, and certain provisions of the U.S. Bankruptcy Code governing such bankruptcies are unclear
and remain untested. Further, the application of state law to municipal issuers could produce varying results
among the states or among Municipal Bond issuers within a state. These legal uncertainties could affect the
Municipal Bond market generally, certain specific segments of the market, or the relative credit quality of
particular securities. Any of these effects could have a significant impact on the prices of some or all of the
Municipal Bonds held by a fund.

Certain Underlying Funds may also invest in taxable municipal bonds that do not qualify for federal
support. Taxable municipal bonds are municipal bonds in which interest paid to the bondholder does not
qualify as tax-exempt for federal income tax purposes because of the use to which the bond proceeds are put
by the municipal borrower. Although taxable municipal bonds are subject to federal income taxation, they
may not be subject to taxation by the state in which the municipal issuer is located.

Municipal Bond Insurance. Certain Underlying Funds may purchase a Municipal Bond that is covered
by insurance that guarantees the bond’s scheduled payment of interest and repayment of principal. This type
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of insurance may be obtained by either: (i) the issuer at the time the Municipal Bond is issued (primary market
insurance); or (ii) another party after the bond has been issued (secondary market insurance). Both types of
insurance seek to guarantee the timely and scheduled repayment of all principal and payment of all interest on
a Municipal Bond in the event of default by the issuer, and cover a Municipal Bond to its maturity, typically
enhancing its credit quality and value.

Even if a Municipal Bond is insured, it is still subject to market fluctuations, which can result in
fluctuations in a fund’s share price. In addition, a Municipal Bond insurance policy will not cover: (i)
repayment of a Municipal Bond before maturity (redemption); (ii) prepayment or payment of an acceleration
premium (except for a mandatory sinking fund redemption) or any other provision of a bond indenture that
advances the maturity of the bond; or (iii) nonpayment of principal or interest caused by negligence or
bankruptcy of the paying agent. A mandatory sinking fund redemption may be a provision of a Municipal
Bond issue whereby part of the Municipal Bond issue may be retired before maturity.

Some of the Municipal Bonds outstanding are insured by a small number of insurance companies, not
all of which have the highest credit rating. As a result, an event involving one or more of these insurance
companies could have a significant adverse effect on the value of the securities insured by that insurance
company and on the entire municipal bond market. If the Municipal Bond is not otherwise rated, the ratings of
insured bonds reflect the credit rating of the insurer, based on the rating agency’s assessment of the
creditworthiness of the insurer and its ability to pay claims on its insurance policies at the time of the
assessment. While the obligation of a Municipal Bond insurance company to pay a claim extends over the life
of an insured bond, there is no assurance that

Municipal Bond insurers will meet their claims. A higher-than-anticipated default rate on Municipal
Bonds (or other insurance the insurer provides) could strain the insurer’s loss reserves and adversely affect its
ability to pay claims to bondholders.

Commercial Paper. The Fund and certain Underlying Funds may purchase commercial paper rated (at
the time of purchase) A 1 by S&P or Prime 1 by Moody’s or, when deemed advisable by a fund’s adviser or
subadviser, “high quality” issues rated A 2 or Prime 2 by S&P or Moody’s, respectively. These ratings are
described in Appendix A. Certain Underlying Funds may also purchase lower-rated, or unrated, commercial

paper.

Commercial paper purchasable by a fund includes “Section 4(2) paper,” a term that includes debt
obligations issued in reliance on the “private placement” exemption from registration afforded by Section 4(2)
of the 1933 Act. Section 4(2) paper is restricted as to disposition under the federal securities laws, and is
frequently sold (and resold) to institutional investors such as a fund through or with the assistance of
investment dealers who make a market in the Section 4(2) paper, thereby providing liquidity. Certain
transactions in Section 4(2) paper may qualify for the registration exemption provided in Rule 144 A under the
1933 Act.

Asset-Backed Commercial Paper. Certain Underlying Funds may purchase asset-backed commercial
paper. Asset-backed commercial paper is commercial paper collateralized by other financial assets. These
securities are exposed not only to the risks relating to commercial paper, but also the risks relating to the
collateral.

Investment Grade Debt Obligations. Certain Underlying Funds may invest in “investment grade
securities,” which are securities rated in the four highest rating categories of an NRSRO. It should be noted
that debt obligations rated in the lowest of the top four ratings (i.e., Baa by Moody’s or BBB by S&P) are
considered to have some speculative characteristics and are more sensitive to economic change than higher
rated securities. See Appendix A to this SAI for a description of applicable securities ratings.
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When-Issued Purchase and Forward Commitments. Certain Underlying Funds may enter into “when-
issued” and “forward” commitments, including, TBA purchase commitments, to purchase or sell securities at
a fixed price at a future date. When a fund agrees to purchase securities on this basis, liquid assets equal to the
amount of the commitment will be set aside in a separate account. Normally fund securities to satisfy a
purchase commitment will be set aside, and in such a case a fund, may be required subsequently to place
additional assets in the separate account to ensure that the value of the account remains equal to the amount of
a fund’s commitments. It may be expected that the market value of a fund’s net assets will fluctuate to a
greater degree when it sets aside fund securities to cover such purchase commitments than when it sets aside
cash.

If deemed advisable as a matter of investment strategy, a fund may dispose of or renegotiate a
commitment after it has been entered into and may sell securities it has committed to purchase before those
securities are delivered to an Underlying Fund on the settlement date. In these cases, a fund may realize a
taxable capital gain or loss. When a fund engages in when-issued, TBA or forward commitment transactions,
it relies on the other party to consummate the trade. Failure of such party to do so may result in a fund
incurring a loss or missing an opportunity to obtain a price considered to be advantageous. The market value
of the securities underlying a commitment to purchase securities, and any subsequent fluctuations in their
market value, is considered when determining the market value of a fund starting on the day the fund agrees to
purchase the securities. A fund does not earn interest on the securities it has committed to purchase until they
are paid for and delivered on the settlement date.

Investment Companies. In connection with the management of its daily cash position, the Fund and
certain Underlying Funds may invest in securities issued by other investment companies which invest in
short-term debt securities and which seek to maintain a $1.00 NAV per share. Certain Underlying Funds may
purchase shares of investment companies investing primarily in foreign securities, including so-called
“country funds.” Country funds have portfolios consisting exclusively of securities of issuers located in one
foreign country. As a shareholder of another investment company, a fund would bear, along with other
shareholders, its pro rata portion of the other investment company’s expenses, including advisory fees. These
expenses would be in addition to the expenses a fund bears directly in connection with its own operations.

Rule 12d1-1, under the 1940 Act, permits a fund to invest an unlimited amount of its uninvested cash
in a money market fund so long as such investment is consistent with a fund investment objectives and
policies. As a shareholder in an investment company, a fund would bear its pro rata portion of the investment
company’s expenses, including advisory fees, in addition to its own expenses.

Under the 1940 Act, subject to a fund’s own more restrictive limitations, if applicable a fund’s
investment in securities issued by other investment companies, subject to certain exceptions (including those
that apply to the Fund’s investment in Underlying Funds), currently is limited to (1) 3% of the total voting
stock of any one investment company, (2) 5% of the fund's total assets with respect to any one investment
company and (3) 10% of the fund’s total assets in the aggregate (such limits do not apply to investments in
money market funds). Exemptions in the 1940 Act or the rules thereunder or exemptive orders granted by
SEC, may allow a fund to invest in another investment company in excess of these limits. With respect to a
fund’s investments in ETFs, the fund may enter into an agreement with certain ETFs pursuant to SEC
exemptive orders obtained by the funds, or by the ETFs, and on which the fund may rely, that permit the fund
to invest in excess of the limits in the 1940 Act and the rules thereunder. These agreements and orders also
may require a fund’s adviser to vote the fund’s ETF shares in proportion to votes cast by other ETF
stockholders and may subject the fund to other requirements in connection with investments in these ETFs.

New Rule 12d1-4 under the 1940 Act will allow the fund to acquire the securities of another
investment company, including ETFs, in excess of the limitations imposed by Section 12 of the 1940 Act
without obtaining an exemptive order from the SEC, subject to certain limitations and conditions. The
aforementioned exemptive orders will be rescinded effective January 19, 2022, and by such date the fund will
have to comply with the requirements of Rule 12d1-4 in order to rely on its exemptions from the requirements
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of Section 12. While Rule 12d1-4 will permit more types of fund of funds arrangements without an exemptive
order, it imposes certain conditions on the funds and the fund’s adviser, including limits on control and voting
of acquired funds’ shares, evaluations and findings by the fund’s adviser and limits on most three-tier fund
structures. To the extent an Underlying Fund invests in investment companies in reliance on Rule 12d1-4, the
Fund may be required to limit its investment in such Underlying Fund.

Shares of Other Investment Vehicles. Subject to the requirements of the 1940 Act, the Fund and
certain other Underlying Funds may invest in shares of other investment companies or other investment
vehicles, which may include, without limitation, among others, mutual funds, closed-end funds and ETFs such
as index-based investments and private or foreign investment funds. Certain Underlying Funds may also
invest in investment vehicles that are not subject to regulation as registered investment companies.

The main risk of investing in index-based investment companies is the same as investing in a portfolio
of securities comprising the index. The market prices of index-based investments will fluctuate in accordance
with both changes in the market value of their underlying portfolio securities and due to supply and demand
for the instruments on the exchanges on which they are traded. Index-based investments may not replicate
exactly the performance of their specified index because of transaction costs and because of the temporary
unavailability of certain component securities of the index.

To the extent a fund invests in other investment companies, or other investment vehicles, it will incur
its pro rata share of the underlying investment companies’ expenses (including, for example, investment
advisory and other management fees). In addition, a fund will be subject to the effects of business and
regulatory developments that affect an underlying investment company or the investment company industry
generally.

Loans Generally. Certain Underlying Funds invest in fixed and floating rate loans. Loans may include
syndicated bank loans, senior floating rate loans (“senior loans”), secured and unsecured loans, second lien or
more junior loans (“junior loans”), bridge loans, unfunded commitments, PIK and toggle loans, and other
floating rate loans. Loans are typically arranged through private negotiations between borrowers in the U.S. or
in foreign or emerging markets which may be corporate issuers or issuers of sovereign debt obligations
(“borrowers”) and one or more financial institutions and other lenders (“lenders”). A loan may be structured
by an agent bank acting on behalf of a group of lenders to whom the loan will be syndicated. The syndicate of
lenders often consists of commercial and investment banks, thrift institutions, insurance companies, finance
companies, mutual funds and other institutional investment vehicles or other financial institutions. Typically,
the agent bank administers the loan on behalf of all the lenders.

This lender is referred to as the agent bank. The agent bank is primarily responsible for negotiating on
behalf of the original lenders the loan agreement which establishes the terms and conditions of the syndicated
bank loan and the rights of the borrower and the lenders. The agent bank also is responsible for monitoring
collateral, distributing required reporting, and for exercising remedies available to the lenders such as
foreclosure upon collateral. In addition, an institution, typically, but not always the agent bank, holds any
collateral on behalf of the lenders.

Generally, a fund may invest in a loan in one of two ways. It may purchase a participation interest, or
it may purchase an assignment. Participation interests are interests issued by a lender, which represent a
fractional interest in a loan. A fund may acquire participation interests from a lender or other holders of
participation interests. An assignment represents a portion of a loan previously attributable to a different
lender. Unlike a participation interest, a fund will generally become a lender for the purposes of the relevant
loan agreement by purchasing an assignment. If a fund purchases an assignment from a lender, it will
generally have direct contractual rights against the borrower in favor of the lenders. On the other hand, if a
fund purchases a participation interest either from a lender or a participant, the fund typically will have
established a direct contractual relationship with the seller/issuer of the participation interest, but not with the
borrower. Consequently, a fund is subject to the credit risk of the lender or participant who sold the
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participation interest to the fund, in addition to the usual credit risk of the borrower. Therefore, when a fund
invests in syndicated bank loans through the purchase of participation interests, an adviser must consider the
creditworthiness of the agent bank and any lenders and participants interposed between the fund and a
borrower.

Purchases of syndicated bank loans in the market may take place at, above, or below the par value of a
syndicated bank loan. Purchases above par will effectively reduce the amount of interest being received by a
fund through the amortization of the purchase price premium, whereas purchases below par will effectively
increase the amount of interest being received by a fund through the amortization of the purchase price
discount. A fund may be able to invest in syndicated bank loans only through participation interests or
assignments at certain times when reduced direct investment opportunities in syndicated bank loans may exist.

A loan may be secured by collateral that, at the time of origination, has a fair market value at least
equal to the amount of such loan. An adviser generally will determine the value of the collateral by customary
valuation techniques that it considers appropriate. However, the value of the collateral may decline following
a fund’s investment. Also, collateral may be difficult to sell, and there are other risks which may cause the
collateral to be insufficient in the event of a default. Consequently, a fund might not receive payments to
which it is entitled. The collateral may consist of various types of assets or interests including working capital
assets or intangible assets. The borrower’s owners may provide additional collateral, typically by pledging
their ownership interest in the borrower as collateral for the loan.

In the process of buying, selling and holding loans, a fund may receive and/or pay certain fees. These
fees are in addition to the interest payments received and may include facility fees, commitment fees and
commissions. When a fund buys or sells a loan it may pay a fee.

Loans are subject to the risks associated with other debt obligations, including: interest rate risk, credit
risk, market risk, liquidity risk, counterparty risk and risks associated with high yield securities. Many loans in
which a fund may invest may not be rated by a rating agency, will not be registered with the SEC or any state
securities commission, and will not be listed on any national securities exchange. The amount of public
information with respect to loans will generally be less extensive than that available for registered or
exchange-listed securities.

Additional Information About Senior Bank Loans. Certain Underlying Funds invest in Senior Bank
Loans. The risks associated with Senior Bank Loans of below-investment grade quality are similar to the risks
of other lower grade income securities, although Senior Bank Loans are typically senior and secured in
contrast to subordinated and unsecured income securities. Senior Bank Loans’ higher standing has historically
resulted in generally higher recoveries in the event of a corporate reorganization. In addition, because their
interest payments are adjusted for changes in short-term interest rates, investments in Senior Loans generally
have less interest rate risk than other lower grade income securities, which may have fixed interest rates.

Economic and other events (whether real or perceived) can reduce the demand for certain Senior Bank
Loans or Senior Bank Loans generally, which may reduce market prices and cause a fund’s NAV per share to
fall. The frequency and magnitude of such changes cannot be predicted.

Loans and other debt instruments are also subject to the risk of price declines due to increases in
prevailing interest rates, although floating-rate debt instruments are substantially less exposed to this risk than
fixed-rate debt instruments. Interest rate changes may also increase prepayments of debt obligations and
require a fund to invest assets at lower yields. No active trading market may exist for certain Senior Bank
Loans, which may impair the ability of a fund to realize full value in the event of the need to liquidate such
assets. Adverse market conditions may impair the liquidity of some actively traded Senior Loans.
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Additional Information About Second Lien Loans. Certain Underlying Funds may invest in second
lien loans. Second lien loans are subject to the same risks associated with investment in Senior Loans, Senior
Bank Loans, and other lower grade Income Securities. However, second lien loans are second in right of
payment to Senior Loans and therefore are subject to the additional risk that the cash flow of the borrower and
any property securing the loan may be insufficient to meet scheduled payments after giving effect to the senior
secured obligations of the borrower. Second lien loans are expected to have greater price volatility and
exposure to losses upon default than Senior Loans and may be less liquid. There is also a possibility that
originators will not be able to sell participations in second lien loans, which would create greater credit risk
exposure.

Additional Information About Subordinated Secured Loans. Certain Underlying Funds may invest in
subordinated secured loans. Subordinated secured loans generally are subject to similar risks as those
associated with investment in Senior Loans, second lien loans and below investment grade securities.
However, such loans may rank lower in right of payment than any outstanding Senior Loans, second lien
loans or other debt instruments with higher priority of the borrower and therefore are subject to additional risk
that the cash flow of the borrower and any property securing the loan may be insufficient to meet scheduled
payments and repayment of principal in the event of default or bankruptcy after giving effect to the higher
ranking secured obligations of the borrower. Subordinated secured loans are expected to have greater price
volatility than Senior Loans and second lien loans and may be less liquid.

Additional Information About Unsecured Loans. Certain Underlying Funds may invest in unsecured
loans. Unsecured loans generally are subject to similar risks as those associated with investment in Senior
Loans, second lien loans, subordinated secured loans and below investment grade securities. However,
because unsecured loans have lower priority in right of payment to any higher-ranking obligations of the
borrower and are not backed by a security interest in any specific collateral, they are subject to additional risk
that the cash flow of the borrower and available assets may be insufficient to meet scheduled payments and
repayment of principal after giving effect to any higher ranking obligations of the borrower. Unsecured loans
are expected to have greater price volatility than Senior Loans, second lien loans and subordinated secured
loans and may be less liquid.

Debtor-In-Possession (DIP) Loan Risks. DIP financings are subject to additional risks. DIP financings
are arranged when an entity seeks the protections of the bankruptcy court under Chapter 11 of the U.S.
Bankruptcy Code and must be approved by the bankruptcy court. These financings allow the entity to
continue its business operations while reorganizing under Chapter 11. DIP financings are typically fully
secured by a lien on the debtor’s otherwise unencumbered assets or secured by a junior lien on the debtor’s
encumbered assets (so long as the loan is fully secured based on the most recent current valuation or appraisal
report of the debtor). DIP financings are often required to close with certainty and in a rapid manner to satisfy
existing creditors and to enable the issuer to emerge from bankruptcy or to avoid a bankruptcy proceeding.
There is a risk that the borrower will not emerge from Chapter 11 bankruptcy proceedings and be forced to
liquidate its assets under Chapter 7 of the U.S. Bankruptcy Code. In the event of liquidation, a fund’s only
recourse will be against the property securing the DIP financing.

Mortgage Backed Securities Risks. Certain Underlying Funds may invest in MBS. MBS represent an
interest in a pool of mortgages. MBS are subject to certain risks: credit risk associated with the performance of
the underlying mortgage properties and of the borrowers owning these properties; risks associated with their
structure and execution (including the collateral, the process by which principal and interest payments are
allocated and distributed to investors and how credit losses affect the return to investors in such MBS); risks
associated with the servicer of the underlying mortgages; adverse changes in economic conditions and
circumstances, which are more likely to have an adverse impact on MBS secured by loans on certain types of
commercial properties than on those secured by loans on residential properties; prepayment risk, which can
lead to significant fluctuations in the value of the MBS; loss of all or part of the premium, if any, paid; and
decline in the market value of the security, whether resulting from changes in interest rates, prepayments on
the underlying mortgage collateral or perceptions of the credit risk associated with the underlying mortgage
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collateral. In addition, a fund’s level of investment in MBS of a particular type or in MBS issued or
guaranteed by affiliated obligors, serviced by the same servicer or backed by underlying collateral located in a
specific geographic region, may subject the fund to additional risk.

When market interest rates decline, more mortgages are refinanced and the securities are paid off
earlier than expected. Prepayments may also occur on a scheduled basis or due to foreclosure. When market
interest rates increase, the market values of MBS decline. At the same time, however, mortgage refinancings
and prepayments slow, which lengthens the effective maturities of these securities. As a result, the negative
effect of the rate increase on the market value of MBS is usually more pronounced than it is for other types of
debt securities. Certain Underlying Funds may invest in sub-prime mortgages or MBS that are backed by sub-
prime mortgages. Moreover, the relationship between prepayments and interest rates may give some high-
yielding MBS less potential for growth in value than conventional bonds with comparable maturities. During
periods of falling interest rates, the reinvestment of prepayment proceeds by a fund will generally be at lower
rates than the rates that were carried by the obligations that have been prepaid. Because of these and other
reasons, MBS’s total return and maturity may be difficult to predict precisely. To the extent that a fund
purchases MBS at a premium, prepayments (which may be made without penalty) may result in loss of the
fund’s principal investment to the extent of premium paid. MBS generally are classified as either commercial
mortgage-backed securities (CMBS) or residential mortgage-backed securities (RMBS), each of which are
subject to certain specific risks.

Commercial mortgage-backed securities risk. The market for CMBS developed more recently and, in
terms of total outstanding principal amount of issues, is relatively small compared to the market for residential
single family MBS. CMBS are subject to particular risks. CMBS lack of standardized terms, have shorter
maturities than residential mortgage loans and provide for payment of all or substantially all of the principal
only at maturity rather than regular amortization of principal. In addition, commercial lending generally is
viewed as exposing the lender to a greater risk of loss than residential lending. Commercial lending typically
involves larger loans to single borrowers or groups of related borrowers than residential mortgage loans. In
addition, the repayment of loans secured by income producing properties typically is dependent upon the
successful operation of the related real estate project and the cash flow generated therefrom. Net operating
income of an income-producing property can be affected by, among other things: tenant mix, success of tenant
businesses, property management decisions, property location and condition, competition from comparable
types of properties, changes in laws that increase operating expense or limit rents that may be charged, any
need to address environmental contamination at the property, the occurrence of any uninsured casualty at the
property, changes in national, regional or local economic conditions and/or specific industry segments,
declines in regional or local real estate values, declines in regional or local rental or occupancy rates, increases
in interest rates, real estate tax rates and other operating expenses, change in governmental rules, regulations
and fiscal policies, including environmental legislation, acts of God, terrorism, social unrest and civil
disturbances. Consequently, adverse changes in economic conditions and circumstances are more likely to
have an adverse impact on MBS secured by loans on commercial properties than on those secured by loans on
residential properties. Additional risks may be presented by the type and use of a particular commercial
property. Special risks are presented by hospitals, nursing homes, hospitality properties and certain other
property types. Commercial property values and net operating income are subject to volatility, which may
result in net operating income becoming insufficient to cover debt service on the related mortgage loan. The
exercise of remedies and successful realization of liquidation proceeds relating to CMBS may be highly
dependent on the performance of the servicer or special servicer. There may be a limited number of special
servicers available, particularly those that do not have conflicts of interest.

Residential mortgage-backed securities risk. Credit-related risk on RMBS arises from losses due to
delinquencies and defaults by the borrowers in payments on the underlying mortgage loans and breaches by
originators and servicers of their obligations under the underlying documentation pursuant to which the
RMBS are issued. The rate of delinquencies and defaults on residential mortgage loans and the aggregate
amount of the resulting losses will be affected by many factors, including general economic conditions,
particularly those in the area where the related mortgaged property is located, the level of the borrower’s
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equity in the mortgaged property and the individual financial circumstances of the borrower. If a residential
mortgage loan is in default, foreclosure on the related residential property may be a lengthy and difficult
process involving significant legal and other expenses. The net proceeds obtained by the holder on a
residential mortgage loan following the foreclosure on the related property may be less than the total amount
that remains due on the loan. The prospect of incurring a loss upon the foreclosure of the related property may
lead the holder of the residential mortgage loan to restructure the residential mortgage loan or otherwise delay
the foreclosure process.

Stripped MBS risk. Stripped MBS may be subject to additional risks. One type of stripped MBS pays
to one class all of the interest from the mortgage assets (the interest only or IO class), while the other class
will receive all of the principal (the principal only or PO class). The yield to maturity on an IO class is
extremely sensitive to the rate of principal payments (including prepayments) on the underlying mortgage
assets, and a rapid rate of principal payments may have a material adverse effect on a fund’s yield to maturity
from these securities. If the assets underlying the 10 class experience greater than anticipated prepayments of
principal, a fund may fail to recoup fully, or at all, its initial investment in these securities. Conversely, PO
class securities tend to decline in value if prepayments are slower than anticipated.

Sub-prime mortgage market risk. The residential mortgage market in the U.S. has experienced
difficulties that may adversely affect the performance and market value of certain mortgages and MBS.
Borrowers with adjustable rate mortgage loans are more sensitive to changes in interest rates, which affect
their monthly mortgage payments, and may be unable to secure replacement mortgages at comparably low
interest rates. Reduced investor demand for mortgage loans and MBS and increased investor yield
requirements can limit liquidity in the secondary market for certain MBS, which can adversely affect the
market value of MBS.

A rise in interest rates will generally cause the value of debt securities to decrease. Actions by
governments and central banking authorities may result in increases in interest rates. Conversely, a decrease in
interest rates will generally cause the value of debt securities to increase. Interest rate declines may also
increase prepayments of debt obligations. Consequently, changes in interest rates may have a significant effect
on a fund, especially if such fund is holding a significant portion of its assets in debt securities that are
particularly sensitive to interest rate fluctuations, such as debt securities with longer maturities, zero coupon
bonds, and debentures. The fund may be subject to greater risk of rising interest rates due to the current period
of historically low interest rates. Interest rate changes may have different effects on the values of mortgage-
related securities held by a fund because of prepayment and extension risks.

Moreover, with respect to hybrid mortgage loans after their initial fixed rate period, interest-only
products or products having a lower rate, and with respect to mortgage loans with a negative amortization
feature which reach their negative amortization cap, borrowers may experience a substantial increase in their
monthly payment even without an increase in prevailing market interest rates. Increases in payments for
borrowers may result in increased rates of delinquencies and defaults on residential mortgage loans underlying
the RMBS.

The significance of the 2008 mortgage crisis and loan defaults in residential mortgage loan sectors led
to the enactment of numerous pieces of legislation relating to the mortgage and housing markets. These
actions, along with future legislation or regulation, have significant impacts on the mortgage market generally
and may result in a reduction of available transactional opportunities for a fund or an increase in the cost
associated with such transactions and may adversely impact the value of RMBS.

During the 2008 mortgage crisis, several originators and servicers of residential and commercial
mortgage loans, including some of the largest originators and servicers in the residential and commercial
mortgage loan market, experienced serious financial difficulties. Such difficulties may affect the performance
of non-agency RMBS and CMBS. There can be no assurance that originators and servicers of mortgage loans
will not continue to experience serious financial difficulties or experience such difficulties in the future,
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including becoming subject to bankruptcy or insolvency proceedings, or that underwriting procedures and
policies and protections against fraud will be sufficient in the future to prevent such financial difficulties or
significant levels of default or delinquency on mortgage loans.

Short Sale and Short Exposure Risk. Short selling a security involves selling a borrowed security with
the expectation that the value of that security will decline, so that the security may be purchased at a lower
price when returning the borrowed security. A short exposure through a derivative exposes a fund to
counterparty credit risk and leverage risk. The risk for loss on a short sale or other short exposure is greater
than a direct investment in the security itself because the price of the borrowed security may rise, thereby
increasing the price at which the security must be purchased. A fund may not always be able to close out a
short position at a particular time or at an acceptable price. A lender may request that borrowed securities be
returned to it on short notice, and a fund may have to buy the borrowed securities at an unfavorable price,
resulting in a loss. Short sales also subject a fund to risks related to the lender (such as bankruptcy risks) or the
general risk that the lender does not comply with its obligations. The risk of loss through a short sale or other
short exposure may in some cases be theoretically unlimited. The use of short sales may cause a fund to have
higher expenses than those of equity mutual funds that do not engage in short sales, including the cost of
paying the lender an amount equal to any dividends on the borrowed securities. Government actions also may
affect a fund’s ability to engage in short selling.

Sector Risk. If a fund focuses in one or more sectors, market and economic factors affecting those
sectors will have a significant effect on the value of the fund’s investments in that sector, which can increase
the volatility of its performance.

Special Situation Investments/Securities in Default Risk. Investments in the securities and debt of
distressed issuers or issuers in default (“Special Situation Investments”) involves a far greater level of risk
than investing in issuers whose debt obligations are being met and whose debt trades at or close to its “par” or
full value. While offering an opportunity for capital appreciation, Special Situation Investments are highly
speculative with respect to the issuer’s ability to make interest payments and/or to pay its principal obligations
in full. Special Situation Investments can be very difficult to properly value, making them susceptible to a
high degree of price volatility and potentially rendering them less liquid than performing debt obligations.
Those Special Situation Investments involved in a bankruptcy proceeding can be subject to a high degree of
uncertainty with regard to both the timing and the amount of the ultimate settlement. Special Situation
Investments may also include debtor-in-possession financing, sub-performing real estate loans and mortgages,
privately placed senior, mezzanine, subordinated and junior debt, letters of credit, trade claims, convertible
bonds, and preferred and common stocks.

Cyber Security Risk. Investment companies such as the Fund and the Underlying Funds and their
service providers may be prone to operational and information security risks resulting from cyber-attacks.
Cyber-attacks include, among other behaviors, stealing or corrupting data maintained online or digitally,
denial of service attacks on websites, the unauthorized release of confidential information or various other
forms of cyber security breaches. Cyber security attacks affecting a fund or its adviser, subadvisers, custodian,
transfer agent and other third-party service providers may adversely impact a fund. For instance, cyber-attacks
may interfere with the processing of shareholder transactions, impact a fund’s ability to calculate its NAV,
cause the release of private shareholder information or confidential company information, impede trading,
subject a fund to regulatory fines or financial losses, and cause reputational damage. A fund may also incur
additional costs for cyber security risk management purposes. Similar types of cyber security risks are also
present for issuers of securities in which a fund may invest, which could result in materials adverse
consequences for such issuers and may cause a fund’s investment in such portfolio companies to lose value.

Legislation and Regulation Risk. As a result of the dislocation of the credit markets during the 2008
recession, the securitization industry has become subject to additional and changing regulation. For example,
pursuant to the Dodd-Frank Act, which went into effect on July 21, 2010, various federal agencies have
promulgated, or are in the process of promulgating, regulations, and rules on various issues that affect
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securitizations, including: rule requiring that sponsors in securitizations retain 5% of the credit risk associated
with securities they issue; requirements for additional disclosure; requirements for additional review and
reporting; rules for swaps (including those used by securitizations); and certain restrictions designed to
prohibit conflicts of interest. Other regulations have been and may ultimately be adopted. The risk retention
rule (as it relates to CMBS) took effect in December 2016 and requires retention of at least 5% of the fair
value of all securities issued in connection with a securitization. The risk (with respect to CMBS) must be
retained by a sponsor (generally an issuer or certain mortgage loan originators) or, upon satisfaction of certain
requirements, up to two third-party purchasers of interests in the securitization. The risk retention rules and
other rules and regulations that have been adopted or may be adopted may alter the structure of
securitizations, reduce or eliminate economic benefits of participation in securitizations, and could discourage
traditional issuers, underwriters or other participants from participating in future securitization. Any of these
outcomes could reduce the market for CMBS in which a fund seeks suitable investments or otherwise
adversely affect a fund’s ability to achieve its investment objective.

PORTFOLIO TURNOVER

The Fund’s portfolio turnover rate is calculated by dividing the lesser of long-term purchases or sales
of portfolio securities for the fiscal year by the monthly average of the value of the portfolio securities owned
by the Fund during the fiscal year. Although the Fund’s annual portfolio turnover rate cannot be accurately
predicted, the Adviser anticipates that the Fund’s portfolio turnover rate normally will be below 100%. A
100% turnover rate would occur if all of the Fund’s portfolio securities were replaced once within a one-year
period. High turnover involves correspondingly greater commission expenses and transaction costs, which
will be borne directly by the Fund, and may result in the Fund recognizing greater amounts of income and
capital gains, which would increase the amount of income and capital gains which the Fund must distribute to
shareholders to maintain its status as a regulated investment company and to avoid the imposition of federal
income or excise taxes (see “Federal Income Tax Matters”).

The Fund does not intend to use short-term trading as a primary means of achieving its respective
investment objectives. Generally, the Fund intends to invest for long-term purposes. However, the rate of
portfolio turnover will depend upon market and other conditions, and it will not be a limiting factor when the
Adviser believes that portfolio changes are appropriate.

The portfolio turnover rates for the Fund for the two most recent fiscal years ended December 31, are
detailed in the table below.

Name of Fund 2020 2019
Global Allocation Fund 12% 11%
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MANAGEMENT OF THE FUND

A listing of the Trustees and officers of the Trust, their ages and their principal occupations for the
past five years is presented below. The address of each Trustee and officer is 1299 Ocean Avenue, Suite 700,

Santa Monica, California 90401.

Number of
Term of Funds/Funds Other
Position Office™ and in Complex Directorships
Held with Length of Principal Occupations During the Overseen by Held by
Name and Age The Trust Time Served Past Five Years Trustee Trustee
INDEPENDENT TRUSTEES
Roger A. Trustee Since 2002 Retired; formerly Vice President, 8 Wilshire
Formisano, University Medical Foundation, Mutual Funds,
73 (2006 to 2018); formerly Director, Inc.
The Center for Leadership and (7 Funds)
Applied Business, UW-Madison
School of Business; Principal, R.A.
Formisano & Company, LLC
Edward Gubman, Trustee Since 2011 Retired; formerly Founder and 8 Wilshire
71 Principal, Strategic Talent Solutions Mutual Funds,
(2004 to 2009); Consultant, Gubman Inc.
Consulting (2001 to 2003); Account (7 Funds)
Manager and Global Practice Leader,
Hewitt Associates (1983 to 2000)
Elizabeth A. Trustee Since 2019 Independent Corporate Advisor, 8 Wilshire
Levy-Navarro, 58 Summit Strategy (since 2018); Chief Mutual Funds,
Executive Officer, Orrington Inc.
Strategies (2002 to 2017); Partner, (7 Funds);
Practice Leader, and Operating Eastside
Committee Member for a division of Drilling
Nielsen Holdings (1993 to 2002). Company
Suanne K. Luhn, Trustee Since 2008 Retired; formerly Chief Compliance 8 Wilshire
67 Officer, Bahl & Gaynor (investment Mutual Funds,
adviser) (1990 to 2006) Inc.
(7 Funds)
George J. Zock, Trustee, Since 1996; Independent Consultant; Consultant, 8 Wilshire
71 Chairman of Trustee of Horace Mann Service Corporation Mutual Funds,
the Board Predecessor (2004 to 2005); Executive Vice Inc.
Funds from President, Horace Mann Life (7 Funds);
199510 1996  Insurance Company and Horace Armed Forces
Mann Service Corporation (1997 to Insurance
2003) Exchange
INTERESTED TRUSTEE
Jason Schwarz,® Trustee and Trustee since  President, Wilshire Advisors LLC 8 Wilshire
47 President 2018/ (since 2021); Chief Operating Mutual Funds,
President Officer, Wilshire Advisors LLC Inc. (7 Funds)
since 2014 (since 2020); President, Wilshire
Funds Management (2014 to 2020);
President, Wilshire Analytics (2017
to 2020); Managing Director, Head of
Wilshire Funds Management’s Client
Service, Sales, Marketing and
Distribution functions (2005 to 2014)
OFFICERS
Benkai Bouey, Chief Since 2015 Chief Compliance Officer, Wilshire N/A N/A
50 Compliance Advisors LLC (since 2012);
Officer Attorney, Benkai Bouey, Attorney at
Law (2010 to 2013); Client
Relationship Manager, Horizon Asset
Management, Inc. (2008 to 2010)
Michael Wauters,  Treasurer Since 2009 Managing Director - Finance, N/A N/A
54 Wilshire Advisors LLC (since 2021);

Controller, (2009 to 2012); Assistant
Vice President- Financial Operations,
Pacific Life Insurance Company
(2000 to 2009)
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Name and Age

Position
Held with
The Trust

Term of
Office™ and
Length of
Time Served

Principal Occupations During the
Past Five Years

Number of
Funds/Funds
in Complex
Overseen by
Trustee

Other
Directorships
Held by
Trustee

Nathan R. Palmer,

Vice

Since 2011

Managing Director, Wilshire

N/A

N/A

45 President Advisors LLC (since 2011); Senior
Investment Management Associate,
Convergent Wealth Advisors (2009
to 2010); Director of Public Markets,
Investment Office, California
Institute of Technology (2008 to
2009). Treasury Manager, Retirement
Investments, Intel Corporation (2004
to 2008)

Chief Investment Officer - Global
Investment Management (since
2021); Managing Director, Wilshire
Advisors LLC (since 2015); Chief
Investment Officer, Global
Investment Management Wilshire
Advisors LLC (since 2015); Chief
Investment Officer, The Elements
Financial Group, LLC (2010 to 2015)

Vice President, Wilshire Advisors
LLC (since 2018); Director, Cetera
Financial Group (2011 to 2018)

Josh Emanuel, Vice Since 2015 N/A N/A

41 President

Suehyun Kim, Vice Since 2019 N/A N/A

43 President

® Each Trustee serves until the next shareholders’ meeting (and until the election and qualification of a successor), or until

death, resignation, removal (as provided in the Trust’s Declaration of Trust) or retirement which takes effect no later than the May 1
following his or her 75th birthday. Officers are elected by the Board on an annual basis to serve until their successors have been
elected and qualified.

@ Mr. Formisano invests in mutual funds advised by WCM Investment Management, a sub-adviser to other funds in the

Wilshire fund complex.

® Mr. Schwarz is considered an Interested Trustee because he is an officer of Wilshire.

Board of Trustees

Under the Trust’s Declaration of Trust and the laws of the State of Delaware, the Board is responsible
for overseeing the Trust’s business and affairs. The Board is currently comprised of six trustees, five of whom
are classified under the 1940 Act as “non-interested” persons of the Trust (the “Independent Trustees™).

Qualifications and Experience

The following is a summary of the experience, qualifications, attributes and skills of each Trustee that
support the conclusion, as of the date of this SAI, that each Trustee should serve as a Trustee in light of the
Trust’s business and structure. Each Trustee also has considerable familiarity with the Trust, the Adviser and
distributor, and their operations, as well as the special regulatory requirements governing regulated investment
companies and the special responsibilities of investment company directors as a result of his or her substantial
prior service as a Trustee of the Trust. References to the qualifications, attributes and skills of Trustees are
pursuant to requirements of the SEC, do not constitute holding out of the Board or any Trustee as having any
special expertise and shall not impose any greater responsibility or liability on any such person or on the
Board by reason thereof.

Roger A. Formisano. Mr. Formisano has served as Trustee of the Trust since 2002 and is chairperson
of the Audit Committee. He has also served as a Board member of other funds in the Wilshire Funds complex
since 2002. Mr. Formisano formerly served as Vice President of the University Medical Foundation,
University of Wisconsin from 2006 to 2018. He is the Founder and Principal of R.A. Formisano & Company,
LLC. He also serves on the Board of Integrity Mutual Insurance Company. Previously, Mr. Formisano was a
Professor and Director of the Center for Leadership and Applied Business at the University of Wisconsin-
School of Business and was Chief Operating Officer from 1992 to 1999 of United Wisconsin Services
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(UWZ), a NYSE listed company and served on the Board of Unity Health Insurance Company. The Board has
determined that Mr. Formisano is an “audit committee financial expert” as defined by the SEC.

Edward Gubman, PhD. Mr. Gubman has served as a Trustee of the Trust since 2011 and chairperson
of the Investment Committee since 2020. He has also served as a board member of other funds in the Wilshire
funds complex since 2011. Mr. Gubman was a founding partner of Strategic Talent Solutions, a consulting
firm that helps executives with leadership development, talent management and employee engagement, and he
was a principal of that firm from 2004 to 2009. Prior to founding Strategic Talent Solutions in 2004, Mr.
Gubman served as a consultant with his own firm, Gubman Consulting, from 2001 to 2003 where he
consulted with clients on leadership and talent management. Mr. Gubman worked at Hewitt Associates from
1983 to 2000 in Account Management and as Global Practice Leader where he specialized in talent
management and organizational effectiveness. Mr. Gubman is the author of The Talent Solution: Aligning
Strategy and People to Create Extraordinary Business Results and The Engaging Leader: Winning with
Today’s “Free Agent” Workforce. He is also the Executive Editor of People & Strategy, The Journal of the
Human Resource Planning Society since 2008 and is a lecturer in executive education, MBA, MILR and
physician leadership programs at The University of Chicago, Cornell University, The University of Dayton,
Indiana University, Northwestern University, the University of Minnesota and the University of Wisconsin.
From 2009 to the present, Mr. Gubman has served as a Board member, Assistant Treasurer and Chair of the
Personnel Committee of the Jewish Family Service of the Desert, and in 2008 served as Advisor to the
Presidential Transition Team on the Social Security Administration and as a committee member, National
Policy Committee on Retirement Security from 2007 to 2008. Mr. Gubman has served as Chair of the
Publications Committee, of The Human Resource Planning Society since 2008, and as a Board member of
The Human Resource Planning Society from 2005 to 2008.

Elizabeth A. Levy-Navarro. Ms. Levy-Navarro has served as Trustee of the Trust since 2019 and
chairperson of the Valuation Committee since 2020. She has also served as a board member of other funds in
the Wilshire Funds complex since 2019. Ms. Levy-Navarro co-founded and was Chief Executive Officer of
Orrington Strategies, a management consulting firm, helping investment management, insurance, and
consumer products executives grow their businesses and brands, from 2002 to 2017. Since 2018, she has been
a corporate advisor with Summit Strategy Advisors. Ms. Levy-Navarro was fiduciary for Orrington Strategies’
401k, profit sharing, and defined benefits plans. From 1993 to 2002, Ms. Levy-Navarro served as Practice
Leader and Operating Committee Member for The Cambridge Group. Ms. Levy-Navarro led her practice
helping corporate executives develop and implement demand-driven business strategies. Ms. Levy-Navarro
serves on two privately-held company boards. Ms. Levy-Navarro earned her MBA in finance from The
Wharton School, University of Pennsylvania, and holds a BBA in marketing from University of Michigan.

Suanne K. Luhn. Ms. Luhn has served as Trustee of the Trust since 2008. She also has served as a
board member of other funds in the Wilshire funds complex since 2008. From 1990 to 2006, she served as
Chief Compliance Officer at Bahl & Gaynor, an investment advisory firm. Ms. Luhn served as a portfolio
manager from 1983 to 1990, first at Baldwin United Company and later at Scudder, Stevens & Clark, Inc.,
where she was Director, Socially Responsive Investment Team, Member, Scudder Insurance Asset
Management and Member, Institutional Fixed Income Portfolio Management. Ms. Luhn also has experience
as Director of Municipal Institutional Sales for Seasongood & Mayer and as Head Trader for Equity and
Fixed Income for Scudder, Stevens & Clark, Inc. Ms. Luhn has an MBA in finance.

Jason Schwarz. Mr. Schwarz has served as Trustee of the Trust since 2018. Mr. Schwarz also serves
as President of Wilshire Mutual Funds Inc. since 2012. Mr. Schwarz is the President and Chief Operating
Officer of Wilshire Advisors LLC. Mr. Schwarz joined Wilshire in 2005 and has served as President of the
firm’s investment and analytics business practices. Mr. Schwarz earned his AB in government from Hamilton
College and holds an MBA from the Marshall School of Business, University of Southern California.

George J. Zock. Mr. Zock has served as Trustee of the Trust and chairperson of the Board since 1996
and was Trustee of the predecessor fund to the Trust from 1995 to 1996. He is chairperson of the Nominating
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Committee. Mr. Zock also has served as a board member of other funds in the Wilshire funds complex since
1996 and was a board member of the predecessor funds to those funds from 1995 to 1996. Mr. Zock, a
certified public accountant, is currently an independent consultant and is a member of the Illinois CPA
Society. Mr. Zock has held senior executive positions with the Horace Mann Life Insurance Company and
Horace Mann Service Corporation, serving as Executive Vice President from 1997 to 2003. Mr. Zock has
served as a Director for Armed Forces Insurance Exchange from 2013 to present.

Leadership Structure

The Board manages the business affairs of the Trust. The Trustees establish policies and review and
approve contracts and their continuance. The Trustees regularly request and/or receive reports from the
Adviser, the Trust’s other service providers and the Trust’s Chief Compliance Officer (the “CCQO”). The
Board is comprised of six trustees, five of whom (including the chairperson) are Independent Trustees. The
independent chairperson, who serves as a spokesperson for the Board, is primarily responsible for facilitating
communication among the Trustees and between the Board and the officers and service providers of the Trust
and presides at meeting of the Board. In conjunction with the officers and legal counsel, the independent
chairperson develops agendas for Board meetings that are designed to be relevant, prioritized, and responsive
to Board concerns. The Board has four standing committees—an Audit Committee, a Nominating Committee,
an Investment Committee, and a Valuation Committee. The Audit Committee is responsible for monitoring
the Fund’s accounting policies, financial reporting and internal control system; monitoring the work of the
Fund’s independent accountants and providing an open avenue of communication among the independent
accountants, management, and the Board. The Nominating Committee is primarily responsible for the
identification and recommendation of individuals for Board membership and for overseeing the administration
of the Trust’s Governance Guidelines and Procedures. The Valuation Committee oversees the activities of the
Adviser’s Pricing Committee and fair values Fund securities. The Investment Committee monitors
performance of the Fund and the performance of the Adviser. The Trust’s day-to-day operations are managed
by the Adviser and other service providers. The Board and the committees meet periodically throughout the
year to review the Trust’s activities, including, among others, Fund performance, valuation matters and
compliance with regulatory requirements, and to review contractual arrangements with service providers. The
Board has determined that the Trust’s leadership structure is appropriate given the number, size and nature of
Funds in the fund complex.

Risk Oversight

Consistent with its responsibility for oversight of the Trust and the Fund, the Board, among other
things, oversees risk management of the Fund’s investment program and business affairs directly and through
the committee structure that it has established. Risks to the Fund includes, among others, investment risk,
credit risk, liquidity risk, valuation risk and operational risk, as well as the overall business risk relating to the
Fund. The Board has adopted, and periodically reviews, policies and procedures designed to address these
risks. Under the overall supervision of the Board, the Adviser, subadvisers to the Underlying Funds, and other
services providers to the Fund also have implemented a variety of processes, procedures and controls to
address these risks. Different processes, procedures and controls are employed with respect to different types
of risks. These processes include those that are embedded in the conduct of regular business by the Board and
in the responsibilities of officers of the Trust and other service providers.

The Board requires senior officers of the Trust, including the President, Treasurer, and CCO, to report
to the full Board on a variety of matters at regular and special meetings of the Board and its committees, as
applicable, including matters relating to risk management. The Treasurer also reports regularly to the Audit
Committee on the Trust’s internal controls and accounting and financial reporting policies and practices. The
Audit Committee also receives reports from the Trust’s independent registered public accounting firm on
internal control and financial reporting matters. On at least a quarterly basis, the Board meets with the Trust’s
CCO, including separate meetings with the Independent Trustees in executive session, to discuss issues
related to portfolio compliance and, on at least an annual basis, receives a report from the CCO regarding the
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effectiveness of the Trust’s compliance program. In addition, the Investment Committee receives reports from
the Adviser on the performance of the Fund and the Valuation Committee receives valuation reports and
minutes from the Adviser’s Pricing Committee meetings. The Board also receives reports from the Trust’s
primary service providers on a periodic or regular basis, including the Fund’s Adviser and the Underlying
Funds’ subadvisers, as well as the Trust’s custodian, administrator/fund accounting agent, distributor and
transfer agent. The Board also requires the Adviser to report to the Board on other matters relating to risk
management on a regular and as-needed basis.

Committees

The Audit Committee held two meetings in 2020. The current members of the Audit Committee, all
of whom are Independent Trustees, include Messrs. Formisano (chairperson), Gubman and Zock and Mses.
Levy-Navarro and Luhn.

The Nominating Committee held four meetings in 2020. The current members of the Nominating
Committee, all of whom are Independent Trustees, include Messrs. Zock (chairperson), Gubman and
Formisano and Mses. Levy-Navarro and Luhn. Pursuant to the Trust’s Governance Procedures, shareholders
may submit suggestions for Board candidates to the Nominating Committee, which will evaluate candidates
for Board membership by forwarding their correspondence by U.S. mail or courier service to the Trust’s
Secretary for the attention of the Chairperson of the Nominating Committee.

The Investment Committee held four meetings in 2020. The current members of the Investment
Committee, all of whom are Independent Trustees, include Messrs. Gubman (chairperson), Formisano and
Zock, and Mses. Luhn and Levy-Navarro.

The Valuation Committee held four meetings in 2020. The current members of the Valuation
Committee, one of whom is an interested trustee, include Mr. Schwarz and Ms. Levy-Navarro (chairperson).
Messrs. Gubman, Formisano and Zock and Ms. Luhn serve as alternates.

Compensation

Wilshire Mutual Funds, Inc. (the “Company”) and the Trust together pay each Independent Trustee an
annual retainer of $48,000, pay to the Independent Board Chair an annual retainer of $72,000 and pay to each
Committee Chair an annual retainer of $60,000. In addition, each Independent Trustee is compensated for
Board and Committee meeting attendance in accordance with the following schedule: a Board in-person
meeting fee of $6,000 for Independent Trustees and $7,000 for the Board Chair, a Board telephonic meeting
fee of $3,000 for Independent Trustees and $3,500 for the Board Chair, and a Committee telephonic meeting
fee of $500.

The table below sets forth the compensation paid to the Independent Trustees of the Trust for the 12
months ended December 31, 2020. The Trust does not compensate any of the officers. The Trust does not
have any pension or retirement plan for the Trustees or for any officer for whom disclosure is required.

Pension Total
Aggregate Retirement Estimated Compensation
Compensation  Benefits Accrued Annual from the Trust
from the as Part of Trust Benefits Upon and the Fund
Trustee Trust* Expenses Retirement Complex**
Roger A. Formisano $24,000 N/A N/A $87,000
Edward Gubman $24,000 N/A N/A $87,000
Elizabeth A. Levy-Navarro $20,973 N/A N/A $76,000
Suanne K. Luhn $22,897 N/A N/A $83,000
George J. Zock $28,550 N/A N/A $103,500
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* The allocation of aggregate compensation paid from the Trust for each Trustee is estimated based upon the Trust’s ratio of
average net assets for the period ended December 31, 2020.

ok This is the total amount compensated to the Trustee for his or her service on the Trust’s Board and the Board of Directors of
the Company.

Trustees’ Holdings of Fund Shares

The following table sets forth, for each Trustee, the dollar range of shares owned in the Fund as of
December 31, 2020, as well as the aggregate dollar range of shares in all registered investment companies
overseen by the Trustee within the family of investment companies (the “Total Dollar Range”) as of the same
date.

Interested
Independent Trustees Trustee
Elizabeth A.
Roger A. Edward Levy- Suanne K. George J. Jason
Name of Fund Formisano Gubman Navarro Luhn Zock Schwarz
Global Allocation Fund None None None None None None
Total Dollar Range None None None $10,001-50,000 None None

As of April 1, 2021, Trustees and officers do not directly own any shares of the Fund; however, they
may invest indirectly in the Fund through annuity contracts issued by insurance companies of which no one
person beneficially owns more than 1%.

As of April 1, 2021, the Independent Trustees do not have any ownership of the Adviser or the
Distributor.

INVESTMENT ADVISORY AGREEMENT

Investment Advisory Agreement. As stated in the prospectus, the Trust employs the Adviser to manage
the investment and reinvestment of the assets of the Fund and to continuously review, supervise and
administer the Fund’s investment program under an Investment Advisory Agreement. On January 8§, 2021,
Wilshire was purchased by Monica HoldCo (US), Inc. Monica HoldCo (US), Inc. is controlled by CC Capital
Partners, LLC and Motive Capital Management, LLC.

The Adviser’s duties under the Investment Advisory Agreement for the Fund includes either
determining the underlying portfolios to be purchased, retained or sold by the Fund or providing a continuous
investment program for the Fund by managing the assets of the Fund or a portion thereof.

The Investment Advisory Agreement continues in effect for the Fund from year to year for so long as
its continuation is approved at least annually (a) by a majority of the trustees who are not parties to such
agreement or interested persons of any such party except in their capacity as trustees of the Fund and (b) by
the shareholders of the Fund or the Board. An agreement may be terminated at any time upon 60 days’ notice
by either party; the Trust may so terminate an agreement either by vote of the Board or by a majority vote of
the outstanding voting shares of the Fund if the Adviser were determined to have breached the agreement. The
agreement terminates automatically upon assignment.

Wilshire has contractually agreed to limit expenses for the Fund as set forth in the Fund’s fee table

and discussed in the prospectus. For the most recent fiscal years ended December 31, the Trust paid advisory
fees and received waivers or reimbursements from Wilshire as shown in the following tables.
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Global Allocation Fund*

Adyvisory Fee Payable
2018
2019
2020
Reduction in Fee
2018
2019
2020
Recouped Fees
2018
2019
2020
Net Fee Paid
2018
2019
2020

% of Average Net Assets

2018
2019
2020

$300,121
$380,124
$304,968

$0
$0
$0

$137,320
$0
$0

$437,441
$380,124
$304,968

0.08%
0.07%
0.06%

Reduction in fee for the Fund includes contractual waivers of management fees and reimbursement of expenses so that total

annual operating expenses, (excluding taxes, brokerage expenses, dividend expenses on short securities, acquired fund fees
and expenses and extraordinary expenses) for the Fund would not exceed 0.50%. Wilshire receives directly from the Fund a
fee based on the average daily net assets of the Fund that are not invested in Underlying Funds advised by Wilshire.

As of December 31, 2020, no further amounts are subject to recoupment.
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Wilshire Advisors LLC

The Fund is managed by Nathan R. Palmer, Anthony Wicklund, Josh Emanuel and Suehyun Kim. As
of December 31, 2020, in addition to the Fund, Messrs. Palmer, Wicklund and Emanuel and Ms. Kim each
managed the following accounts:

Total Assets
# of Accounts with
Managed with Performance-
Total # of Performance- Based
Accounts Total Assets Based Adyvisory Fee
Type of Account Managed (billion) Adyvisory Fee (billions)
Nathan R. Palmer, CFA
Registered investment 26 $3.6 0 $0
companies: ’
Other pooled investment 0 $0 0 $0
vehicles:
Other accounts: 0 $0 0 $0
Anthony Wicklund, CFA,
CAIA
Registered investment 19 $2.0 0 $0
companies: '
Other pooled investment
vehicles: b $0 L $0
Other accounts: 0 $0 0 $0
Josh Emanuel, CFA
Registered investment 9 $2.1 0 $0
companies: ’
Other pooled investment 0 $0 0 $0
vehicles:
Other accounts: 0 $0 0 $0
Suehyun Kim
Registered investment 8 $1.9 0 $0
companies: )
Other pooled investment
vehicles: b $0 L ot
Other accounts: 0 $0 0 $0

Potential Conflicts of Interest. Wilshire has extensive business relationships with, and may provide
services to, investment managers and other financial services providers that may be evaluated or
recommended by us. Wilshire, for example, engages sub-advisors to manage portions of its discretionary
funds. It may also be engaged as a sub-advisor by third-party funds. As well, Wilshire’s manager research
team, which produces manager evaluations may participate in providing certain services to financial services
providers, including investment managers and financial services providers that Wilshire may recommend to
advisory clients. In addition, Wilshire provides products and services that compete with those that we evaluate
or recommend. Wilshire recognizes that there are potential conflicts of interest between Wilshire's obligation
to provide objective advice to clients and our relationships with the investment managers and financial
services providers we recommend to those clients.
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Wilshire also receives differentiated fees or other compensation (including performance-based fees)
from clients and may have incentives to favor some clients or accounts over others. For example, certain
investors that are invested in pooled investment vehicles may pay higher or lower fees and expenses or may
be subject to higher or lower incentive allocations than similarly situated investors that are invested in the
same pooled investment vehicle. Amounts may vary as a result of differentiated factors that may include the
particular circumstances of the investor or the size and scope of the overall relationship. Fee and expense
allocations to investors may differ depending on the class of shares.

It is Wilshire’s policy to make evaluations, recommendations and decisions based solely upon the best
interests of the client and without regard to any benefit (economic or otherwise) that Wilshire receives or
might receive. Wilshire is committed to ensuring that it does not consider an investment manager’s or
financial service provider’s business relationship with Wilshire, or lack thereof, in performing evaluations for
or making recommendations to its advisory clients. Wilshire has implemented policies and procedures that
seek to mitigate conflicts of interest through appropriate oversight, transparency and controls.

Transparency

Wilshire has an obligation to make full and fair disclosure of material facts to its clients. A fact is
considered to be material when there is a substantial likelihood that a reasonable individual would consider it
important or where knowledge of the information would be necessary for the client to make an informed
decision.

Wilshire’s policy is to disclose material conflicts of interest to its clients and prospective clients.
Wilshire will provide existing and prospective investment advisory clients with a Conflicts Disclosure Report
(“Disclosure Report™), listing all relationships that Wilshire has with investment managers and other relevant
financial services providers along with a summary of the types of services that Wilshire may provide to those
entities. Wilshire also provides certain advisory clients with a Disclosure Report when making a manager
recommendation or when otherwise deemed appropriate. Clients receiving a Disclosure Report may request
more detailed information about managers or service providers with which the client has or is considering a
relationship by contacting Compliance. For each manager or financial services provider for which a client has
requested additional information, Wilshire will, where appropriate, provide a more detailed report.

When Wilshire recommends a Wilshire fund or other product to a client, Wilshire will provide the
client with relevant disclosures including identification of the potential conflict of interest and the benefits
(economic and otherwise) that Wilshire may obtain from a client’s investment; and, when deemed necessary,
the client will be required to acknowledge and accept such conflict.

Controls

Wilshire will seek to implement relevant controls to mitigate conflicts. Controls include managing
processes by which we deliver services to clients, assuring relevant and necessary personnel are engaged in
appropriate activities at Wilshire and managing the exposure relevant parties within Wilshire may have to
sensitive information. An ethical wall is a process for mitigating conflicts of interest by limiting the
communication of information between individuals or groups, whether written or oral, which may give rise to
a conflict of interest. Where reasonable and appropriate, Wilshire has established ethical walls around
business activities where sharing information may create a conflict of interest. The ethical walls seek to
prevent members of one group from accessing information that may influence the service they provide to a
client. Wilshire recognizes, however, that it may not always be possible to erect ethical walls where it is
deemed necessary (e.g., where the personnel necessary for the assignment are limited in number and cannot be
divided into select groups around which to erect an ethical wall) and will in such instances seek other means
to mitigate the conflict.
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As of December 31, 2020, Messrs. Palmer, Wicklund and Emanuel and Ms. Kim did not own any
shares of the Fund.

Compensation. Portfolio managers receive a base salary and a performance-based bonus. Base salary
is fixed and is typically determined based on market factors and the skill and experience of the portfolio
manager. For the performance-based bonus, portfolio managers are evaluated by comparing their performance
against specific objectives, such as target benchmarks. Messrs. Emanuel and Wicklund also received equity
incentive grants which vest based on time and corporate profitability and/or valuation.

Code of Ethics. The Trust and the Adviser have adopted Codes of Ethics (the “Codes”) which comply
with Rule 17j-1 under the 1940 Act. The Codes permit personnel who are subject to the Codes to make
personal securities transactions, including in securities that may be purchased or held by the Fund, subject to
the requirements and restrictions set forth in such Codes. The Codes contain provisions and requirements
designed to identify and address certain conflicts of interest between personal investment activities and the
interests of investment advisory clients such as those of the Trust.

Disclosure of Portfolio Holdings. The Trust’s policies and procedures governing disclosure of
portfolio holdings permit nonpublic portfolio holding information to be shared with the Trust’s service
providers and others who generally need access to such information in the performance of their duties and
responsibilities, such as the Trust’s Adviser, administrator, custodian, fund accountants, independent public
accountants, attorneys, officers and trustees. The names of all these parties are included in this SAI (see
“Management of the Fund” and “Other Services”) and information is provided to these parties on a real-time
basis or as needed with no time lag. Making portfolio holdings information available to such parties is an
incidental part of the services they provide the Trust. In addition, the Fund’s portfolio holdings may be
discussed with third parties (e.g., broker/dealers) for analyzing or trading such securities. Such parties are
subject to duties of confidentiality by agreement or otherwise including a duty not to trade on nonpublic
information. Nonpublic portfolio holdings information may also be disclosed by the Fund or the Adviser to
certain third parties, provided that (i) a good faith determination is made that the Fund has a legitimate
business purpose to provide the information and the disclosure is in the Fund’s best interests; (ii) the recipient
does not distribute the portfolio holdings or results of the analysis to third parties, or persons who are likely to
use the information for purposes of purchasing or selling shares of the Fund prior to the portfolio holdings
becoming public information; (iii) the recipient signs a written confidentiality agreement; and (iv) the CCO of
the Trust approves of the disclosure. These conditions do not apply to portfolio holdings information released
to such third parties after it is posted on the Adviser’s website. Currently, there are no arrangements to provide
nonpublic portfolio holdings information to any third party.

The Fund’s portfolio holdings and characteristics may be disclosed in other circumstances if reviewed
and approved by the Trust’s CCO. Any disclosure of portfolio holdings or characteristics not addressed by the
Trust’s policies and procedures must be submitted to the CCO for review before dissemination. No
compensation or other consideration is received by the Trust or any affiliates of the Trust for disclosure of
portfolio holdings information. The CCO provides the Board with reports of any potential exceptions to, or
violations of, the Trust’s policies and procedures governing disclosure of portfolio holdings that are deemed to
constitute a material compliance matter. The CCO is responsible for monitoring compliance with these
procedures, including requesting information from service providers.

The Adviser votes proxies according to its proxy voting policy which is included in Appendix B of
this SAIL Information regarding how the Fund voted proxies related to portfolio securities during the most
recent 12-month period ended June 30th is available (1) without charge, upon request, by calling (866)
591-1568 and (2) on the SEC’s website at http://www.sec.gov.
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BROKERAGE ALLOCATION

The Investment Advisory Agreement authorizes the Adviser (subject to the discretion and control of
the Trust’s Board), to select the brokers or dealers that will execute the purchases and sales of portfolio
securities and direct the Advisers to use their best efforts to obtain the best available price and most favorable
execution. Subject to policies established by the Board, the Adviser may also be authorized to effect
individual securities transactions at commission rates in excess of the minimum commission rates available, if
the Adviser determines in good faith that such amount of commission is reasonable in relation to the value of
the brokerage or research services provided, viewed in terms of either the particular transaction or the
Adviser’s overall responsibilities with respect to the Fund and other clients.

In placing portfolio transactions, the Adviser will use its best judgment to choose the broker most
capable of providing the brokerage services necessary to obtain the best available price and most favorable
execution. The full range and quality of brokerage services available will be considered in making these
determinations. In those instances where it is reasonably determined that more than one broker can offer the
brokerage services needed to obtain the best available price and most favorable execution, consideration may
be given to those brokers which supply investment research and other services in addition to execution
services. Such services may include factual and statistical information or other items of supplementary
research assistance.

The Adviser considers such information useful in the performance of its obligations under the
advisory agreement but is unable to determine the amount by which such services may reduce its expenses.
Research services provided by brokers through which the Fund effects securities transactions may be used by
the Adviser in servicing all of its accounts; not all of these services may be used by the Adviser in connection
with the Fund. In addition, within the parameters of achieving best price and execution, brokerage services
may be used to generate commission credits which are used to pay for pricing agent and custodial services.
See “Other Services—Custodial Agreement.”

The Adviser is authorized to consider for investment by the Fund securities that may also be
appropriate for other mutual funds and/or clients served by the Adviser. To assure fair treatment of the Fund
and all clients of the Adviser in situations in which two or more clients’ accounts participate simultaneously in
a buy or sell program involving the same security, such transactions will be allocated among the Funds and
clients in a manner deemed equitable by the Adviser.

The Adviser will execute purchases and sales of portfolio securities for the Fund through brokers or
dealers providing direct benefits to the Fund, subject to the Adviser seeking best execution. However,
brokerage commissions or transaction costs in such transactions may be higher, and the Fund may receive less
favorable prices, than those which the Adviser could obtain from another broker or dealer, to obtain such
benefits for the Fund. Where multiple brokers are deemed to be able to provide best execution, brokerage
commissions may be allocated to brokers based on their ability to provide research.

For the most recent fiscal years ended December 31, 2018, 2019, and 2020, the Fund did not pay any
brokerage commissions.

As of December 31, 2020, the Fund did not hold any securities issued by its regular brokers or
dealers.
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DISTRIBUTOR

Pursuant to a Distribution Agreement dated November 5, 2019, Compass Distributors, LLC (the
“Distributor” or “Compass”), located at Three Canal Plaza, Suite 100, Portland, Maine 04101, is the
distributor for the continuous offering of shares of the Trust and acts as agent of the Trust in the sale of its
shares. The Distribution Agreement provides that the Distributor will use its best efforts to distribute the
Fund’s shares. Compass is a subsidiary of Foreside Financial Group, LLC. Prior to November 25, 2019,
Ultimus Fund Distributors, LLC (“UFD”) served as distributor to the Trust.

The Distribution Agreement continues in effect from year to year so long as such continuance is
approved at least annually by a vote of the Board, including the Trustees who are not interested persons of the
Trust and who have no direct or indirect financial interest in the Distribution Agreement. The Distribution
Agreement automatically terminates in the event of its assignment and may be terminated with respect to the
Fund at any time without penalty by the Fund or by the Distributor upon 60 days’ notice. Termination by the
Trust with respect to the Fund may be by vote of a majority of the Board, including a majority of the Trustees
who are not interested persons of the Trust and who have no direct or indirect financial interest in the
Distribution Agreement, or a “majority of the outstanding voting securities” of the Fund, as defined under the
1940 Act. The Distribution Agreement may not be amended with respect to the Fund to increase the fee to be
paid by the Fund without approval by a majority of the outstanding voting securities of the Fund and all
material amendments must in any event be approved by the Board in the manner described above with respect
to the continuation of the Distribution Agreement.

The Trust has adopted a plan under Rule 12b-l with respect to the Fund that provides for fees to
compensate the Distributor for distribution and shareholder services. For its services under the distribution
plan, the Distributor receives a distribution fee from the Fund, payable monthly, at the annual rate of 0.25% of
average daily net assets attributable of the Fund.

For the fiscal year ended December 31, 2018, UFD received distribution fees from the Fund as
detailed in the table below. For the year ended December 31, 2019, Compass and UFD each received
distribution fees from the Fund as detailed in the table below. For the fiscal year ended December 31, 2020,
Compass received fees from the Fund as detailed in the table below.

2018 2019% 2020
Global Allocation Fund $999,905 $1,284,424 $1,229,878
* Of the distribution fees reported above for the year ended December 31, 2019, the Fund paid $132,222 to Compass for

distribution fees.

During the fiscal year ended December 31, 2020, Compass retained $5,324 in distribution fees it
received from the Fund. During the fiscal year ended December 31, 2019, UFD retained $4,485 in distribution
fees it received from the Fund. During the fiscal year ended December 31, 2018, UFD distributed all the
distribution fees or compensation it received from the Fund.

The distribution plan for the Fund is a compensation plan, which means that the Distributor is
compensated regardless of its expenses, as opposed to reimbursement plans which reimburse only for
expenses incurred. The Distributor may, and it is expected that the Distributor will, pay all or a portion of its
fee to insurance companies or their affiliates or financial services firms who assist in distributing or promoting
the sale of Fund shares. It is expected that such insurance companies and financial services firms will provide
certain shareholders account services, periodic information reporting and telephone support for contract
owners (as defined below) with respect to inquiries about the Fund. The Board considered various factors in
making the determination that the distribution plan is reasonably likely to benefit the Fund and its respective
shareholders, including: (1) the fact that the Fund would be primarily dependent for sales of their shares on
insurance companies including the Fund as underlying investment vehicle for their insurance products and
that in order to be competitive, the Fund must offer compensation to the insurance companies to help defray
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distribution costs; (2) the likelihood that the distribution plan would stimulate sales of shares of the Fund and
assist in increasing the asset base of the Fund; (3) the potential advantages to shareholders of the Fund of
prompt and significant growth of the asset base of the Fund, including reaching certain breakpoints and
achieving other economies of scale; (4) the formula pursuant to which the payment of fees under the
distribution plan is determined; (5) the reasonableness of the fees to be paid under the distribution plan; (6) the
lack of reasonable alternative methods of distribution and payments thereof which would be equally effective;
and (7) the fact that any significant increase in the asset value of the Fund would benefit the Adviser by
increasing the advisory fees payable to it. The following are the amounts spent on behalf of the Fund pursuant
to such plan during the year ended December 31, 2020:

Compensation Compensation

to Broker to Sales Compensation to
Fund Printing Dealers Personnel Underwriter Total
Global Allocation Fund $0 $1,224,554 $0 $5,324 $1,229,878

From time to time, the Distributor and financial service firms it appoints may engage in activities
which jointly promote the sales of shares of multiple Funds, the cost of which may not be readily identifiable
or related to any one Fund. Generally, the distribution and shareholder services expenses attributed to such
joint distribution and shareholder services activities will be allocated among the Fund based on its respective
net assets.

The distribution plan continues in effect from year to year so long as such continuance is approved at
least annually by a vote of the Board, including the Trustees who are not interested persons of the Trust and
who have no direct or indirect financial interest in the distribution plan. The distribution plan may be
terminated with respect to the Fund at any time without penalty or by vote of a majority of the Trustees who
are not interested persons of the Trust and who have no direct or indirect financial interest in the distribution
plan or by vote of a majority of the outstanding securities of a class of the Fund. If a distribution plan is
terminated in accordance with its terms, the obligation of the Fund to make payments to the Distributor
pursuant to the distribution plan will cease and the Fund will not be required to make any payments past the
termination date. Thus, there is no legal obligation for the Fund to pay any expenses incurred by the
Distributor in excess of its fees under the distribution plan, if for any reason the distribution plan is terminated
in accordance with its terms. Future fees under the distribution plan may or may not be sufficient to reimburse
the Distributor for its expenses incurred. A distribution plan may not be amended with respect to the Fund to
increase the fee to be paid by the Fund without approval by a majority of the outstanding voting securities of
the Fund and all material amendments must in any event be approved by the Board in the manner described
above with respect to the continuation of the distribution plan.

With the exception of the Adviser and the Distributor, in their respective capacity as service providers
to the Fund, no interested person of the Trust, and no Independent Trustees, have any direct or indirect
financial interest in the distribution plans and any related distribution agreement.

Payments to Insurance Companies. The Adviser will pay insurance companies, or their affiliates
servicing fees based on shares held by variable annuity products issued by such insurance companies. In
return for receiving these fees, such insurance companies or their affiliates will provide certain shareholder
account services, periodic information reporting and telephone support for Contract Owners with respect to
inquiries about the Fund.

OTHER SERVICES

Administrator. U.S. Bancorp Fund Services, LLC, doing business as U.S. Bank Global Fund Services
(“Fund Services”), acts as the Fund’s administrator pursuant to an administration agreement between Fund
Services and the Trust. Fund Services provides certain administrative services to the Fund, including, among
other responsibilities, coordinating the negotiation of contracts and fees with, and the monitoring of
performance and billing of, the Fund’s independent contractors and agents; preparing for signature by an
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officer of the Trust all of the documents required to be filed for compliance by the Trust and the Fund with
applicable laws and regulations excluding those of the securities laws of various states; arranging for the
computation of performance data, including NAV and yield; responding to shareholder inquiries; and
arranging for the maintenance of books and records of the Fund, and providing, at its own expense, office
facilities, equipment and personnel necessary to carry out its duties. In this capacity, Fund Services does not
have any responsibility or authority for the management of the Fund, the determination of investment policy,
or for any matter pertaining to the distribution of Fund shares. As compensation for its services, Fund Services
receives from the Fund a combined fee for fund administration and fund accounting services based on each
Fund’s current average daily net assets. Fund Services is also entitled to certain out-of-pocket expenses.

Prior to November 25, 2019, Ultimus Fund Solutions, LLC (“Ultimus”), an Ohio limited liability
company, served as administrator to the Trust. The Administrator is located at 615 East Michigan Street,
Milwaukee, Wisconsin 53202.

The administration fees paid by the Fund to Ultimus and/or Fund Services for the fiscal years ended
December 31 are detailed in the table below.

Name of Fund 2018* 2019%* 2020%**
Global Allocation Fund $230,220 $291,160 $56,113

* Administration fees were paid by the Fund to Ultimus for the year ended December 31, 2018.

K Administration fees were paid by the Fund to both Ultimus and Fund Services. Of the administration fees reported above for

the year ended December 31, 2019, the Fund paid administration fees to Fund Services in the amount of $4,551.
ok Administration fees were paid by the Fund to Fund Services for the year ended December 31, 2020.

Fund Services also acts as fund accountant, transfer agent (“Transfer Agent”), and dividend
disbursing agent under separate agreements with the Trust.

Custodian. U.S. Bank, National Association, an affiliate of Fund Services, located at 1555 North
River Center Drive, Suite 302, Milwaukee, Wisconsin 53212, serves as custodian of the assets of the Fund.
Under the Custody Agreement, U.S. Bank, National Association maintains the Fund’s securities, administers
the purchases and sales of portfolio securities, collects interest and dividends and other distributions made on
portfolio securities and performs other ministerial duties as outlined in the Custody Agreement.

Legal Counsel. Vedder Price P.C., located at 222 North LaSalle Street, Chicago, Illinois 60601, serves
as legal counsel to the Trust and the Independent Trustees of the Trust.

VOTING RIGHTS

The Fund is available exclusively as a pooled funding vehicle for variable annuity contracts (each a
“Contract”) offered by the separate accounts, or sub-accounts thereof, of certain life insurance companies
(“Participating Insurance Companies”). The Participating Insurance Companies own shares of the Fund as
depositors for the owners of their respective Contracts (each a “Contract Owner”). Thus, individual Contract
Owners are not the “shareholders” of the Fund. Rather, the Participating Insurance Companies and their
separate accounts are the shareholders. Each Participating Insurance Company will offer to Contract Owners
the opportunity to instruct it as to how it should vote shares held by it and the separate accounts. A
Participating Insurance Company must vote the shares of the Fund held in its name as directed. If a
Participating Insurance Company does not receive voting instructions for all of the shares of the Fund held
under the Contracts, it will vote all of the shares in the relevant separate accounts with respect to a proposal,
for, against, or abstaining, in the same proportion as the shares of the Fund for which it has received
instructions from Contract Owners (i.e., echo voting). As a result, a small number of Contract Owners may
determine the outcome of a proposal.
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The Fund is authorized by the Declaration of Trust to issue an unlimited number of shares. Shares of
the Fund are of the same class with equal rights and privileges with respect to liquidation of the Fund. Each
share is entitled to vote on all matters submitted to a vote of shareholders. The shares of the Fund are fully
paid and non-assessable, and have no preference as to conversion, exchange, dividends, retirement or other
features. The shares of the Fund have no pre-emptive rights. The shares of the Fund have noncumulative
voting rights, which means that the holders of more than 50% of the shares voting for the election of trustees
can elect 100% of the trustees if they choose to do so.

Each person with voting rights will be provided with reports and proxy materials relating to the
applicable Fund(s). To be entitled to vote, a shareholder must have been a shareholder on the record date. The
number of Fund shares for which a shareholder may vote is determined by dividing the value of an interest in
the Fund by the NAV of one share of the Fund, as of the same date.

On each matter submitted to a shareholder vote, each shareholder is entitled to one vote for each
whole share and each fractional share is entitled to a proportionate fractional vote. All shares of all series of
the Trust will vote together as a single class, except for (a) any matter with respect to which a separate vote of
one or more series is permitted or required by the 1940 Act or the provisions of the Declaration of Trust; and
(b) as to any matter which affects only the interests of one or more particular series, only the shareholders of
the one or more affected series are entitled to vote, and each such series will vote as a separate series. All
shares of all series of the Trust are voted together in the election of Board members. On any other matter
submitted to a vote of shareholders, shares are voted in the aggregate and not by the individual series, except
that shares are voted by the individual series when required by the 1940 Act or other applicable law or when
the Board determines that the matter affects only the interests of one or more series, in which case
shareholders of the unaffected series are not entitled to vote on such matters.

The shareholders have power to vote only (i) for the election of Board members, (ii) with respect to
any investment advisory contract, (iii) with respect to termination of the Trust, (iv) with respect to
amendments to the Declaration of Trust, (v) with respect to any merger, consolidation or sale of assets, (vi)
with respect to incorporation of the Trust, and (vii) with respect to such additional matters relating to the Trust
as may be required by the 1940 Act, the Delaware Statutory Trust Act, or any other applicable law, the
Declaration of Trust, the By-Laws or any registration of the Trust with the SEC (or any successor agency) or
any state, or as and when the Board may consider necessary or desirable.
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PURCHASE, REDEMPTION AND PRICING OF FUND SHARES

The Fund sells and redeems its shares at NAV per share, without a sales or redemption charge. No
minimum purchase or redemption amounts apply. The daily NAV of the Fund’s shares is determined by
dividing the net assets by the number of outstanding shares. Net assets are equal to the total assets of the Fund
less its liabilities. The price at which a purchase is effected is based on the next calculated NAV after the order
is received by your insurance company, as described in the product prospectus describing your particular
Contract. A security listed or traded on a domestic exchange is valued at its last sales price on the exchange
where it is principally traded. In the absence of a current quotation, the security is valued at the mean between
the last bid and asked prices on the exchange. Securities traded OTC (other than NASDAQ) in the United
States are valued at the last current sale price. If there are no such sales, the most recent bid quotation is used.
Securities quoted on the NASD Automatic Quotation (“NASDAQ”) System, for which there have been sales,
are valued at the NASDAQ Official Closing Price. If there are no such sales, the value is the bid quotation.
Equity securities primarily traded on a foreign exchange or market are valued daily at the price, which is an
estimate of the fair value price, as provided by an independent pricing service. Foreign securities are
converted to U.S. dollars using exchange rates at the close of the New York Stock Exchange. In the event
market quotations are not readily available, securities are valued according to procedures established by the
Board or are valued at fair value as determined in good faith by the Pricing Committee, whose members
include at least two representatives of the Adviser, one of whom is an officer of the Trust, or the Trust’s
Valuation Committee. Securities whose values are considered unreliable because a significant valuation event
has occurred may be valued at fair value by the Pricing Committee or the Trust’s Valuation Committee.
Investments in the Underlying Funds by the Fund will be valued at their NAV as reported by the Underlying
Funds. The Fund’s initial investment in an ETF is valued at the ETF’s NAV or is valued at market price,
depending upon whether the Fund purchased the ETF directly from the ETF in “creation units” or on an
exchange, as applicable.

Debt securities having a remaining maturity of 60 days or less, maturing at par, are valued at prices
supplied by the Fund’s pricing agent for such securities, if available, and otherwise are valued at amortized
cost if the Pricing Committee concludes it approximates fair value. Under the amortized cost method of
valuation, the security is initially valued at cost. Then, the Fund assumes a constant proportionate amortization
in value until maturity of any discount or premium, regardless of the impact of fluctuating interest rates on the
market value of the security. While this method provides certainty in valuation, it may result in periods during
which value, as determined by amortized cost, is higher or lower than the price that would be received upon
the sale of the security. When market quotations are not available, securities are valued at fair value as
discussed above.

Short-Term and Excessive Trading. The Trust and the Fund are designed for long-term investors. The
Fund does not accommodate short-term or excessive trading and ask the insurance companies that offer the
Fund for cooperation in discouraging such trading activity through their Contracts. Such trading may present
risks to other shareholders in the Fund, including disruption of portfolio investment strategies, with potential
resulting harm to investment performance, and increased trading costs or Fund expenses. Thus, such trading
may negatively impact the Fund’s NAV and result in dilution to long-term shareholders.

To protect long-term shareholders, the Board has adopted policies and procedures which seek to deter
short-term and excessive trading. Shares of the Fund are only held as the underlying investment for Contracts
issued by insurance companies, and, as a result, the participating insurance companies, rather than the
underlying Contract Owners, are the shareholders of the Fund. The Trust is limited in its ability to enforce the
Trust’s market timing trading policy because each insurance company has the relationship with, and is
responsible for maintaining the account records of, the individual Contract Owners. In addition, there may be
legal and technical limitations on the ability of an insurance company to impose trading restrictions and to
apply the Trust’s market timing trading policy to their Contract Owners. As a result, there is no assurance that
the Trust will be completely successful in its effort to detect or minimize market timing activity.
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Under agreements that the Trust or its distributor have entered into with participating insurance
companies, the Trust may request transaction information from participating insurance companies at any time
to determine whether there has been short-term trading by the participating insurance companies’ customers.
The Trust will request that the participating insurance company provide individual Contract Owner level
detail to the Trust at its request. If short-term trading is detected at the Contract Owner level, the Trust will
request that the participating insurance company (a) continue to monitor the Contract Owner, (b) issue the
Contract Owner a warning, or (c) ban the Contract Owner from making further allocations to that Fund. The
Trust reserves the right to reject or cancel all future purchase and exchange transactions if the Trust believes
there appears to be a pattern of short-term or excessive trading activity. A participating insurance company
may apply its own short-term trading policies and procedures, which may be more or less restrictive than the
Trust’s policies and procedures.

The Trust has entered into sharecholder information agreements with participating insurance
companies. Under such shareholder information agreements, the Trust may instruct a participating insurance
company to restrict or prohibit further purchases or exchanges of Fund shares by a shareholder who has been
identified by the Trust as having engaged in transactions of fund shares that violate policies established by the
Trust for eliminating or reducing any dilution of the value of the outstanding securities issued by the Trust.

The Fund, which invests in Underlying Funds or unaffiliated mutual funds and ETFs, may, in turn,
invest in small cap or foreign securities, as well as such Underlying Funds or unaffiliated mutual funds and
ETFs which may be more prone to market timing and time zone arbitrage.

FEDERAL INCOME TAX MATTERS

The following is intended to be a general summary of certain federal income tax consequences of
investing in the Fund. It is not intended to be a complete discussion of all such federal income tax
consequences, nor does it purport to deal with all categories of investors. Investors are therefore advised to
consult with their own tax advisors concerning the federal, state, local and foreign tax consequences of an
investment in the Fund.

The Fund qualifies and intends to continue to qualify as a regulated investment company under the
Internal Revenue Code of 1986, as amended (the “Code”). In order to qualify as a regulated investment
company under the Code, the Fund must, among other things, (a) derive at least 90% of its gross income from
dividends, interest, payments with respect to securities loans, gains from the sale or other disposition of
stocks, securities, or foreign currencies, other income (including but not limited to gains from options, futures
or forward contracts) derived with respect to its business of investing in such stocks, securities or foreign
currencies and net income derived from interests in qualified publicly traded partnerships; (b) distribute at
least 90% of its investment company taxable income (which includes net short-term capital gains in excess of
net long-term capital losses) determined without regard to the deduction for dividends paid and net tax-exempt
interest income; and (c) diversify its holdings so that, at the end of each fiscal quarter, (i) at least 50% of the
market value of the Fund’s total assets is represented by cash and cash items, U.S. government securities, the
securities of other regulated investment companies and other securities limited in respect of any one issuer to
5% of the Fund’s total assets and to not more than 10% of the outstanding voting securities of that issuer, and
(i1) not more than 25% of the value of its total assets is invested in the securities of any one issuer (other than
U.S. government securities or the securities of other regulated investment companies) or of two or more
issuers (other than the securities of other regulated investment companies) controlled by the Fund and
engaged in the same, similar or related trades or businesses or of one or more qualified publicly traded
partnerships.

The Fund is an investment vehicle for the Contracts of life insurance companies. The separate
accounts which maintain the Contracts must satisfy quarterly diversification requirements under Section
817(h) of the Code. These diversification requirements, which apply in addition to the diversification
requirements imposed on the Fund by the 1940 Act and the Code to qualify as a regulated investment
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company, place limitations on the investments of the Fund that can be made in the securities of certain issuers.
If Fund investments are not adequately diversified under Section 817(h), the earnings of all Contracts
invested, in whole or in part, in the Fund will be currently taxable to the Contract Owners.

As a regulated investment company, the Fund is not subject to federal income tax on its net
investment income (including short-term capital gains) if it distributes all its net investment income to its
shareholders. The Fund will not be subject to federal income tax on any net capital gains (the excess of net
long-term capital gains over net short-term capital losses) that are distributed as capital gain dividends.
However, the Fund would be subject to corporate income tax (currently imposed at a flat rate of 21%) on any
undistributed income. The Fund intends to distribute to its shareholders, at least annually, all or substantially
all of its investment company taxable income (determined without regard to the deduction for dividends paid)
and net capital gains. Amounts not distributed on a timely basis may be subject to a nondeductible 4% federal
excise tax. To prevent imposition of this excise tax, the Fund must distribute, or be deemed to have
distributed, during each calendar year an amount equal to the sum of (1) at least 98% of its ordinary income
(not taking into account any capital gains or losses) for the calendar year, (2) at least 98.2% of its capital gains
in excess of its capital losses (adjusted for certain ordinary losses) for the twelve month period ending on
October 31 of the calendar year, and (3) all such ordinary income and capital gains for previous years that
were not distributed during such years. However, the excise tax does not apply to a regulated investment
whose only shareholders during the calendar year are segregated asset accounts of life insurance companies
supporting variable annuity contracts, certain qualified trusts, certain other tax-exempt entities, or parties that
contributed in aggregate $250,000 or less in seed money to the fund. The Fund intends to qualify for this
exception each year or intends to make sufficient distributions on a timely basis to avoid the imposition of the
excise tax.

A distribution will be treated as having been paid on December 31 if it is declared by the Fund in
October, November or December of that year to shareholders of record on a date in such a month and is paid
in January of the following year. Accordingly, shareholders will be treated for federal income tax purposes as
receiving such distributions in the calendar year in which the distributions are declared.

If in any taxable year the Fund fails to qualify as a regulated investment company under the Code, the
Fund would be taxed in the same manner as an ordinary corporation and distributions to its shareholders
would not be deductible by the Fund in computing its taxable income. In addition, in the event of a failure to
qualify as a regulated investment company, the Fund’s distributions, to the extent derived from the Fund’s
current or accumulated earnings and profits, would generally constitute ordinary dividends, which would
generally be eligible for the dividends received deduction available to corporate holders, and individual and
other noncorporate shareholders of the Fund would generally be able to treat such distributions as “qualified
dividend income” provided in both cases certain holding period and other requirements are satisfied. If a Fund
fails to qualify as a regulated investment company, owners of Contracts who have indirectly invested in the
Fund may be taxed for federal income tax purposes currently on the investment earnings under their Contracts
and thereby lose the benefit of tax deferral.

The Fund will primarily invest its assets in shares of the Underlying Funds (including unaffiliated
mutual funds and ETFs). Accordingly, the Fund’s income will primarily consist of distributions from the
Underlying Funds and net gains realized from the disposition of Underlying Fund shares. If an Underlying
Fund qualifies for treatment as a regulated investment company under the Code, (1) dividends paid to the
Fund from such Underlying Fund’s investment company taxable income determined without regard to the
deduction for dividends paid (which may include net gains from certain foreign currency transactions) will
generally be treated by the Fund as ordinary income; and (2) dividends paid to the Fund that an Underlying
Fund designates as capital gain dividends will be treated by the Fund as long-term capital gains.

To the extent the Fund invests in an Underlying Fund that qualifies as a regulated investment

company, including certain ETFs, and the other investment company realizes net losses on its investments for
a given taxable year, the Fund will not be able to recognize its share of those losses until it disposes of shares
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of such investment company. Moreover, even when the Fund does make such a disposition, a portion of its
loss may be recognized as a long-term capital loss. As a result of the foregoing rules, and certain other special
rules, it is possible that the amounts of net investment income and net capital gains that the Fund will be
required to distribute to shareholders will be greater than such amounts would have been had the Fund
invested directly in the securities held by the investment companies in which it invests, rather than investing
in shares of the investment companies. For similar reasons, the character of distributions from the Fund (e.g.,
long-term capital gain, qualified dividend income, etc.) will not necessarily be the same as it would have been
had the Fund invested directly in the securities held by the investment companies in which it invests.

An Underlying Fund’s transactions, if any, in options, futures and foreign currency transactions are
subject to special tax provisions that may accelerate or defer recognition of certain gains or losses, change the
character of certain gains or losses or alter the holding periods of certain of the Underlying Fund’s securities.

Certain options and futures contracts held by an Underlying Fund at the end of each fiscal year may
be treated under the Code as Section 1256 contracts and will be required to be “marked to market” (i.e.,
treated as if they were sold) for federal income tax purposes. Sixty percent of any net gain or loss recognized
on such deemed sales or on any actual sales will be treated as long-term capital gain or loss and the remainder
will be treated as short-term capital gain or loss. However, although certain forward contracts and futures
contracts on foreign currency are marked to market, the gain or loss is generally ordinary under Section 988 of
the Code. In addition, the straddle rules of the Code would require deferral of certain losses realized on
positions of a straddle to the extent that an Underlying Fund had unrealized gains in offsetting positions at
year end.

The application of certain requirements for qualification as a regulated investment company and the
application of certain other federal income tax rules may be unclear in some respects in connection with
certain investments. As a result, an Underlying Fund that intends to qualify as a regulated investment
company may be required to limit the extent to which it invests in such investments and it is also possible that
the IRS may not agree with an Underlying Fund’s treatment of such investments. In addition, the tax
treatment of certain investments may be affected by future legislation, Treasury Regulations and guidance
issued by the IRS (which could apply retroactively) that could affect the timing, character and amount of an
Underlying Fund’s income and gains and distributions to shareholders, affect whether an Underlying Fund has
made sufficient distributions and otherwise satisfied the requirements to maintain its qualification as a
regulated investment company and avoid federal income and excise taxes or limit the extent to which an
Underlying Fund may invest in certain investments in the future.

Foreign exchange gains and losses realized by an Underlying Fund in connection with certain
transactions that involve foreign currency-denominated debt securities, certain foreign currency options,
foreign currency forward contracts, foreign currencies, or payables or receivables denominated in a foreign
currency are subject to Section 988 of the Code, which generally causes such gains and losses to be treated as
ordinary income and losses and may affect the amount, timing, and character of distributions to shareholders.
For example, if an Underlying Fund sold a foreign stock or bond and part of the gain or loss on the sale was
attributable to an increase or decrease in the value of a foreign currency, then the currency gain or loss may be
treated as ordinary income or loss.

Investment income derived from foreign securities may be subject to foreign income taxes withheld at
the source. Because the amount of the Fund’s or an Underlying Fund’s investments in various countries will
change from time to time, it is not possible to determine the effective rate of such taxes in advance. The Fund
may qualify for and make an election permitted under the “pass through” provisions of Section 853 of the
Code, which allows a regulated investment company to have its foreign tax credit taken by its shareholders
instead of on its own tax return. To be eligible for this credit, more than 50% of the value of the Fund’s total
assets at the close of its taxable year must consist of stock or other securities in foreign corporations or the
Fund must be a qualified fund of funds (i.e., invests at least 50% of its total assets in other regulated
investment companies at the close of each quarter of its taxable year), and the Fund must have distributed at
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least 90% of its investment company taxable income (determined without regard to the deduction for
dividends paid) and net tax-exempt interest income. If the Fund makes this election, it may not take any
foreign tax credit, and may not take a deduction for foreign taxes paid. However, the Fund may include the
amount of foreign taxes paid in a taxable year in its dividends-paid deduction. Each shareholder would then
include in its gross income, and treat as paid by it, its proportionate share of the foreign taxes paid by the
Fund, or in the case of a qualified fund of funds, such taxes paid by Underlying Funds that made the election.
Contracts Owners and tax-exempt shareholders will generally not benefit from this election.

If the U.S. government were to impose any restrictions, through taxation or other means, on foreign
investments by U.S. investors such as those to be made through the Fund, the Board will promptly review the
policies of the Fund to determine whether significant changes in its investments are appropriate.

Investor Taxation. Under current law, owners of Contracts who are indirectly invested in the Fund
generally are not expected to be subject to federal income tax on Fund earnings or distributions or on gains
realized upon the sale or redemption of Fund shares until they are withdrawn from the Contract. For
information concerning the federal income tax consequences to the owners of Contracts, see the Contract
prospectus issued by the applicable insurance company separate account.

The above discussion is only an abbreviated summary of the applicable provisions of the Code and is
not intended as tax advice.

CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES

The following table sets forth as of April 1, 2021, information about the investors of the Fund known
by the Fund to own, control, or hold with power to vote 5% or more of its outstanding securities. A
shareholder who owns, directly or indirectly, 25% or more of the Fund’s voting securities may be deemed to
be a “control person,” as defined by the 1940 Act. Since the listed insurance company registered separate
accounts’ voting rights are passed through to Contract Owners, the insurance companies themselves do not
exercise voting control over the shares held in those accounts.

Type of Ownership % of Shares

Global Allocation Fund:

Horace Mann Life Insurance Beneficial & Record 99.50%
Company Separate Account

Attn Sara Radunzel

1 Horace Mann Plz

Springfield, IL 62715-0002

Horace Mann Life Insurance Company is organized under the laws of the State of Illinois and is a
wholly owned subsidiary of Allegiance Life Insurance Company, an Illinois-domiciled life insurance
company. One hundred percent of the stock of Allegiance Life Insurance Company is held by Horace Mann
Educators Corporation, an insurance holding company incorporated in Delaware.
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GENERAL INFORMATION

As a Delaware statutory trust, the Trust is not required to hold annual shareholder meetings. However,
special meetings may be called for purposes such as electing or removing trustees, changing fundamental
policies or approving an investment advisory contract. If requested to do so by the holders of at least 10% of
the Trust’s outstanding shares, the Trust will call a special meeting for the purpose of voting upon the
question of removal of a trustee or trustees and will assist in the communications with other shareholders as if
the Trust were subject to Section 16(c) of the 1940 Act. All shares of all series of the Trust are voted together
in the election of trustees. On any other matter submitted to a vote of shareholders, shares are voted in the
aggregate and not by the individual series, except that shares are voted by the individual series when required
by the 1940 Act or other applicable law or when the Board determines that the matter affects only the interests
of one or more series, in which case shareholders of the unaffected series are not entitled to vote on such
matters.

FORUM FOR ADJUDICATION OF DISPUTES

Unless the Trust consents in writing to the selection of an alternative forum, the sole and exclusive
forum for (i) any derivative action or proceeding brought on behalf of the Trust, (ii) any action asserting a
claim of breach of a fiduciary duty owed by any Trustee, officer or other employee of the Trust to the Trust or
the Trust’s shareholders, (iii) any action asserting a claim arising pursuant to any provision of the Delaware
Statutory Trust Act or the Declaration of Trust or the Trust’s By-Laws, (iv) any action to interpret, apply,
enforce or determine the validity of the Declaration of Trust or the Trust’s By-Laws or (v) any action asserting
a claim governed by the internal affairs doctrine shall be the U.S. District Court for the District of Delaware or
the Court of Chancery of the State of Delaware, or, if the Court of Chancery of the State of Delaware does not
have jurisdiction, the Superior Court of the State of Delaware (each, a “Covered Action”). Any person
purchasing or otherwise acquiring or holding any interest in shares of beneficial interest of the Trust shall be
(a) deemed to have notice of and consented to the provisions of Section 12 of the Trust’s By-Laws, and (b)
deemed to have waived any argument relating to the inconvenience of the forums referenced above in
connection with any action or proceeding described in Section 12 of the Trust’s By-Laws.

If any Covered Action is filed in a court other than the U.S. District Court for the District of Delaware
or the Court of Chancery of the State of Delaware or the Superior Court of the State of Delaware (a “Foreign
Action”) in the name of any shareholder, such shareholder shall be deemed to have consented to (i) the
personal jurisdiction of the U.S. District Court for the District of Delaware or the Court of Chancery of the
State of Delaware and the Superior Court of the State of Delaware in connection with any action brought in
any such courts to enforce the first paragraph of Section 12 of the Trust’s By-Laws (an “Enforcement
Action”) and (ii) having service of process made upon such shareholder in any such Enforcement Action by
service upon such shareholder’s counsel in the Foreign Action as agent for such shareholder.

If any provision or provisions of Section 12 of the Trust’s By-Laws shall be held to be invalid, illegal
or unenforceable as applied to any person or circumstance for any reason whatsoever, then, to the fullest
extent permitted by law, the validity, legality and enforceability of such provision(s) in any other circumstance
and of the remaining provisions of Section 12 of the Trust’s By-Laws (including, without limitation, each
portion of any sentence of Section 12 of the Trust’s By-Laws containing any such provision held to be invalid,
illegal or unenforceable that is not itself held to be invalid, illegal or unenforceable) and the application of
such provision to other persons and circumstances shall not in any way be affected or impaired thereby.



FINANCIAL STATEMENTS

The financial statements for the Global Allocation Fund are contained in the Fund’s annual report for
the fiscal year ended December 31, 2020 and are incorporated into this SAI by reference in their entirety.
Such financial statements have been audited by the Fund’s independent registered public accounting firm,
Cohen & Company, Ltd., located at 1350 Euclid Avenue, Suite 800, Cleveland, Ohio 44115, whose report
thereon appears in such annual report. Such financial statements have been incorporated herein in reliance
upon such report given upon their authority as experts in accounting and auditing.

Additional copies of the annual reports, including the Reports of the Fund’s Independent Registered
Public Accounting Firm, or the semi-annual report may be obtained, upon request and without charge, by
contacting the Trust c/o U.S. Bank Global Fund Services, P.O. Box 701, Milwaukee, Wisconsin 53201-0701,
or by calling (866) 591-1568.


http://www.sec.gov/Archives/edgar/data/1026708/000139834421006195/fp0063360_ncsr.htm
http://www.sec.gov/Archives/edgar/data/1026708/000139834421006195/fp0063360_ncsr.htm
http://www.sec.gov/Archives/edgar/data/1026708/000139834421006195/fp0063360_ncsr.htm

APPENDIX A

Description of Commercial Paper and Bond Ratings

S & P Global Ratings Issue Credit Rating Definitions

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

Issue credit ratings can be either long-term or short-term. Short-term ratings are generally assigned to those
obligations considered short-term in the relevant market. Short-term ratings are also used to indicate the
creditworthiness of an obligor with respect to put features on long-term obligations. Medium-term notes are
assigned long-term ratings.

Short-Term Issue Credit Ratings
A-1

A short-term obligation rated ‘A-1" is rated in the highest category by S&P Global Ratings. The obligor’s
capacity to meet its financial commitments 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 commitments
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 commitments 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 weaken an obligor’s capacity to meet its financial
commitments on the obligation.

B

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

C

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

D

A short-term obligation rated ‘D’ is in default or in breach of an imputed promise. For non-hybrid capital
instruments, the ‘D’ rating category is used when payments on an obligation are not made on the date due,
unless S&P Global Ratings believes that such payments will be made within any stated grace period. However,
any stated grace period longer than five business days will be treated as five business days. The ‘D’ rating also
will be used upon the filing of a bankruptcy petition or the taking of a similar action and where default on an
obligation is a virtual certainty, for example due to automatic stay provisions. An obligation’s rating is lowered
to ‘D’ if it is subject to a distressed exchange offer.



SPUR (S&P Underlying Rating)

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

Dual Ratings

Dual ratings may be assigned to debt issues that have a put option or demand feature. The first component of
the rating addresses the likelihood of repayment of principal and interest as due, and the second component of
the rating addresses only the demand feature. The first component of the rating can relate to either a short-term
or long-term transaction and accordingly use either short-term or long-term rating symbols. The second
component of the rating relates to the put option and is assigned a short-term rating symbol (for example,
‘AAA/A-1+ or ‘A-1+/A-17). With U.S. municipal short-term demand debt, the U.S. municipal short-term note
rating symbols are used for the first component of the rating (for example, ‘SP-1+/A-1+").

The analyses, including ratings, of S&P Global Ratings and its affiliates (together, S&P Global Ratings) are
statements of opinion as of the date they are expressed and not statements of fact or recommendations to
purchase, hold, or sell any securities or make any investment decisions. S&P Global Ratings assumes no
obligation to update any information following publication. Users of ratings or other analyses should not rely
on them in making any investment decision. S&P Global Ratings’ opinions and analyses do not address the
suitability of any security. S&P Global Ratings does not act as a fiduciary or an investment advisor except
where registered as such. While S&P Global Ratings has obtained information from sources it believes to be
reliable, it does not perform an audit and undertakes no duty of due diligence or independent verification of any
information it receives. Ratings and other opinions may be changed, suspended, or withdrawn at any time.

Active Qualifiers

S&P Global Ratings uses the following qualifiers that limit the scope of a rating. The structure of the
transaction can require the use of a qualifier such as a ‘p’ qualifier, which indicates the rating addresses the
principal portion of the obligation only. A qualifier appears as a suffix and is part of the rating.

1. Federal deposit insurance limit: ‘L’ qualifier
Ratings qualified with ‘L’ apply only to amounts invested up to federal deposit insurance limits.
2. Principal: ‘p’ qualifier

This suffix is used for issues in which the credit factors, the terms, or both that determine the likelihood of
receipt of payment of principal are different from the credit factors, terms, or both that determine the likelihood
of receipt of interest on the obligation. The ‘p’ suffix indicates that the rating addresses the principal portion of
the obligation only and that the interest is not rated.

3. Preliminary ratings: ‘prelim’ qualifier

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

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

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

c. Preliminary ratings may be assigned to entities that are being formed or that are in the process of being
independently established when, in S&P Global Ratings’ opinion, documentation is close to final.
Preliminary ratings may also be assigned to the obligations of these entities.
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d. Preliminary ratings may be assigned when a previously unrated entity is undergoing a well-formulated
restructuring, recapitalization, significant financing, or other transformative event, generally at the
point that investor or lender commitments are invited. The preliminary rating may be assigned to the
entity and to its proposed obligation(s). These preliminary ratings consider the anticipated general
credit quality of the obligor, as well as attributes of the anticipated obligation(s), assuming successful
completion of the transformative event. Should the transformative event not occur, S&P Global
Ratings would likely withdraw these preliminary ratings.

e. A preliminary recovery rating may be assigned to an obligation that has a preliminary issue credit
rating.
4. Termination structures: ‘t’ qualifier

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

5. Counterparty instrument rating: ‘cir’ qualifier

This symbol indicates a counterparty instrument rating (CIR), which is a forward-looking opinion about the
creditworthiness of an issuer in a securitization structure with respect to a specific financial obligation to a
counterparty (including interest rate swaps, currency swaps, and liquidity facilities). The CIR is determined on
an ultimate payment basis; these opinions do not take into account timeliness of payment.

Inactive Qualifiers
Inactive qualifiers are no longer applied or outstanding.
1. Contingent upon final documentation: ‘*’ inactive qualifier

This symbol indicated that the rating was contingent upon S&P Global Ratings’ receipt of an executed copy of
the escrow agreement or closing documentation confirming investments and cash flows. Discontinued use in
August 1998.

2. Termination of obligation to tender: ‘c’ inactive qualifier

This qualifier was used to provide additional information to investors that the bank may terminate its obligation
to purchase tendered bonds if the long-term credit rating of the issuer was lowered to below an investment-
grade level and/or the issuer’s bonds were deemed taxable. Discontinued use in January 2001.

3. U.S. direct government securities: ‘G’ inactive qualifier

The letter ‘G’ followed the rating symbol when a fund’s portfolio consisted primarily of direct U.S.
government securities.

4. Public information ratings: ‘pi’ qualifier

This qualifier was used to indicate ratings that were based on an analysis of an issuer’s published financial
information, as well as additional information in the public domain. Such ratings did not, however, reflect in-
depth meetings with an issuer’s management and therefore could have been based on less comprehensive
information than ratings without a ‘pi’ suffix. Discontinued use as of December 2014 and as of August 2015
for Lloyd’s Syndicate Assessments.

5. Provisional ratings: ‘pr’ inactive qualifier

The letters ‘pr’ indicate that the rating was provisional. A provisional rating assumed the successful completion
of a project financed by the debt being rated and indicates that payment of debt service requirements was
largely or entirely dependent upon the successful, timely completion of the project. This rating, however, while
addressing credit quality subsequent to completion of the project, made no comment on the likelihood of or the
risk of default upon failure of such completion.

6. Quantitative analysis of public information: ‘q’ inactive qualifier

A ‘q’ subscript indicates that the rating is based solely on quantitative analysis of publicly available
information. Discontinued use in April 2001.



7. Extraordinary risks: ‘r’ inactive qualifier

The ‘r’ modifier was assigned to securities containing extraordinary risks, particularly market risks, that are not
covered in the credit rating. The absence of an ‘r’ modifier should not be taken as an indication that an
obligation would not exhibit extraordinary noncredit-related risks. S&P Global Ratings discontinued the use of
the ‘r” modifier for most obligations in June 2000 and for the balance of obligations (mainly structured finance
transactions) in November 2002.

Active Identifiers
1. Unsolicited: ‘unsolicited’ and ‘u’ identifier

The ‘v’ identifier and “unsolicited’ designation are assigned to credit ratings initiated by parties other than the
issuer or its agents, including those initiated by S&P Global Ratings.

2. Structured finance: ‘sf’ identifier

The ‘sf” identifier shall be assigned to ratings on "structured finance instruments" when required to comply
with applicable law or regulatory requirement or when S&P Global Ratings believes it appropriate. The
addition of the ‘sf” identifier to a rating does not change that rating’s definition or our opinion about the issue’s
creditworthiness. For detailed information on the instruments assigned the ‘sf” identifier, please see "VII.
APPENDIX: Types of Instruments Carrying The ‘sf” Identifier”

Local Currency and Foreign Currency Ratings

S&P Global Ratings’ issuer credit ratings make a distinction between foreign currency ratings and local
currency ratings. An issuer’s foreign currency rating will differ from its local currency rating when the obligor
has a different capacity to meet its obligations denominated in its local currency, vs. obligations denominated
in a foreign currency.

Moody’s Credit Rating Definitions

Purpose

Since John Moody devised the first bond ratings more than a century ago, Moody’s rating systems have
evolved in response to the increasing depth and breadth of the global capital markets. Much of the innovation
in Moody’s rating system is a response to market needs for clarity around the components of credit risk or to
demand for finer distinctions in rating classifications.

Rating Symbols

Gradations of creditworthiness are indicated by rating symbols, with each symbol representing a group in
which the credit characteristics are broadly the same. There are nine symbols as shown below, from that used
to designate least credit risk to that denoting greatest credit risk:

AaaAaABaaBaBCaaCaC
Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa.
Absence of a Rating

Where no rating has been assigned or where a rating has been withdrawn, it may be for reasons unrelated to the
creditworthiness of the issue.

Should no rating be assigned, the reason may be one of the following:

1. An application was not received or accepted.

2. The issue or issuer belongs to a group of securities or entities that are not rated as a matter of policy.
3. There is a lack of essential data pertaining to the issue or issuer.

4. The issue was privately placed, in which case the rating is not published in Moody’s publications.

Withdrawal may occur if new and material circumstances arise, the effects of which preclude satisfactory
analysis; if there is no longer available reasonable up-to-date data to permit a judgment to be formed; if a bond
is called for redemption; or for other reasons.



Changes in Rating

The credit quality of most issuers and their obligations is not fixed and steady over a period of time, but tends
to undergo change. For this reason changes in ratings occur so as to reflect variations in the intrinsic relative
position of issuers and their obligations.

A change in rating may thus occur at any time in the case of an individual issue. Such rating change should
serve notice that Moody’s observes some alteration in creditworthiness, or that the previous rating did not fully
reflect the quality of the bond as now seen. While because of their very nature, changes are to be expected
more frequently among bonds of lower ratings than among bonds of higher ratings. Nevertheless, the user of
bond ratings should keep close and constant check on all ratings — both high and low — to be able to note
promptly any signs of change in status that may occur.

Limitations to Uses of Ratings*

Obligations carrying the same rating are not claimed to be of absolutely equal credit quality. In a broad sense,
they are alike in position, but since there are a limited number of rating classes used in grading thousands of
bonds, the symbols cannot reflect the same shadings of risk which actually exist.

As ratings are designed exclusively for the purpose of grading obligations according to their credit quality, they
should not be used alone as a basis for investment operations. For example, they have no value in forecasting
the direction of future trends of market price. Market price movements in bonds are influenced not only by the
credit quality of individual issues but also by changes in money rates and general economic trends, as well as
by the length of maturity, etc. During its life even the highest rated bond may have wide price movements,
while its high rating status remains unchanged.

The matter of market price has no bearing whatsoever on the determination of ratings, which are not to be
construed as recommendations with respect to "attractiveness". The attractiveness of a given bond may depend
on its yield, its maturity date or other factors for which the investor may search, as well as on its credit quality,
the only characteristic to which the rating refers.

Since ratings involve judgements about the future, on the one hand, and since they are used by investors as a
means of protection, on the other, the effort is made when assigning ratings to look at "worst" possibilities in
the "visible" future, rather than solely at the past record and the status of the present. Therefore, investors using
the rating should not expect to find in them a reflection of statistical factors alone, since they are an appraisal of
long-term risks, including the recognition of many non-statistical factors.

Though ratings may be used by the banking authorities to classify bonds in their bank examination procedure,
Moody’s ratings are not made with these bank regulations in mind. Moody’s Investors Service’s own
judgement as to the desirability or non-desirability of a bond for bank investment purposes is not indicated by
Moody’s ratings.

Moody’s ratings represent the opinion of Moody’s Investors Service as to the relative creditworthiness of
securities. As such, they should be used in conjunction with the descriptions and statistics appearing in
Moody’s publications. Reference should be made to these statements for information regarding the issuer.
Moody’s ratings are not commercial credit ratings. In no case is default or receivership to be imputed unless
expressly stated.

*As set forth more fully on the copyright, credit ratings are, and must be construed solely as, statements of
opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each rating or
other opinion must be weighed solely as one factor in any investment decision made by or on behalf of any
user of the information, and each such user must accordingly make its own study and evaluation of each
security and of each issuer and guarantor of, and each provider of credit support for, each security that it may
consider purchasing, selling or holding.

Short-Term Obligation Ratings

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

The following table indicates the long-term ratings consistent with different short-term ratings when such long-
term ratings exist.

SHORT-TERM VS. LONG-TERM RATINGS

LOMG-TERM RATIMNG SHORT-TERM CP

Aaa

Aal

Aal

Aad Prime-1
Al

AZ

AS =i L.
Baal Frime-£

Baag g ;
Baa3 Time-2

Eal, BaZ, Ba3

B1, BZ, B3 Mot Prime
Caal, CaaZ, Caad

Cay, C

Fitch’s National Credit Ratings
National scale ratings are an opinion of creditworthiness relative to the universe of issuers and issues within a

single country. They are most commonly used in emerging market countries with sub- or low investment grade
sovereign ratings on the international scale.

As creditworthiness can be expressed across the full range of the scale, a national scale can enable greater
rating differentiation within a market than the international scale, particularity in highly speculative grade
countries where ratings tend to cluster around the often low sovereign rating due to higher risks associated with
a more volatile operating environment.

A "+" or "-" may be appended to a National Rating to denote relative status within a major rating category.
Such suffixes are not added to the ‘AAA(xxx)’ National Rating category, to categories below ‘CCC(xxx)’, or
to Short-Term National Ratings other than ‘F1(xxx)’.

National scale ratings are assigned on the basis that the “best credits or issuers” in the country are rated ‘AAA’
on the national scale. National Ratings are then assessed using the full range of the national scale based on a
comparative analysis of issuers rated under the same national scale to establish a relative ranking of credit
worthiness.

At any given point in time, there is a certain relationship between National and International Ratings but there
is not a precise translation between the scales. Fitch monitors the ratings relationship of issuers rated on both
the international and national scales to ensure the consistency of rating relativities across scales. In other
words, if issuer “X” is rated higher than issuer “Y” on one scale, issuer “X” cannot be rated lower than issuer
“Y” on the other scale.



National Ratings for local issuers exclude the effects of sovereign and transfer risk and exclude the possibility
that investors may be unable to repatriate any due interest and principal repayments. Comparisons between
different national scales or between an individual national scale and the international rating scale are therefore
inappropriate and potentially misleading.

In certain countries, regulators have established credit rating scales to be used within their domestic markets
using specific nomenclature. In these countries, the agency’s National Rating definitions may be substituted by
the regulatory scales. For instance Fitch’s National Short Term Ratings of ‘F1+(xxx)’, ‘F1(xxx)’, ‘F2(xxx)’
and ‘F3(xxx)’ may be substituted by the regulatory scales, e.g. ‘Al1+’, ‘A1’, ‘A2’ and ‘A3’. The below
definitions thus serve as a template, but users should consult the individual scales for each country listed on
Fitch’s regional websites to determine if any additional or alternative category definitions apply.

Fitch maintains internal mapping tables that document the current relationship between the National and
International Local Currency Ratings in each jurisdiction where we maintain a National Rating scale in order to
serve as a tool for analysts. Where our National rating coverage exceeds a minimum threshold and there is
external demand, these mappings will be published on this site. Presently, publicly available mappings can be
accessed here. Fitch currently publishes the mapping tables for Brazil and South Africa.

Limitations of the National Rating Scale
Specific limitations relevant to National Rating scale include:
* National scale ratings are only available in selected countries.

* National scale ratings are only directly comparable with other national ratings in the same country.
There is a certain correlation between national and global ratings but there is not a precise translation
between the scales. The implied vulnerability to default of a given national scale rating will vary over
time.

*  The value of default studies for National Ratings is limited. Due to the relative nature of national
scales, a given national scale rating is not intended to represent a fixed amount of default risk over
time. As a result, a default study using only National Ratings may not give an accurate picture of the
historical relationship between ratings and default risk. Users should exercise caution in making
inferences relating to the relative vulnerability to default of national scale ratings using the historical
default experience with International Ratings and mapping tables to link the National and International
ratings. As with ratings on any scale, the future will not necessarily follow the past.

National Short-Term Credit Ratings

F1(xxx) Indicates the strongest capacity for timely payment of financial commitments relative to other issuers
or obligations in the same country. Under the agency’s National Rating scale, this rating is assigned to the
lowest default risk relative to others in the same country. Where the liquidity profile is particularly strong, a
“+” is added to the assigned rating.

F2(xxx) Indicates a good capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country. However, the margin of safety is not as great as in the case of the higher
ratings.

F3(xxx) Indicates an adequate capacity for timely payment of financial commitments relative to other issuers
or obligations in the same country or monetary union.

B(xxx) Indicates an uncertain capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country or monetary union.

C(xxx) Indicates a highly uncertain capacity for timely payment of financial commitments relative to other
issuers or obligations in the same country or monetary union.

RD(xxx): Restricted default

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

D(xxx) Indicates a broad-based default event for an entity, or the default of a short-term obligation.



Notes to Long-Term and Short-Term National Ratings:

The ISO international country code is placed in parentheses immediately following the rating letters to indicate
the identity of the National market within which the rating applies. For illustrative purposes, (xxx) has been
used.
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“+” or “-” may be appended to a National Rating to denote relative status within a major rating category. Such
suffixes are not added to the ‘AAA(xxx)’ Long-Term National Rating category, to categories below
‘CCC(xxx)’, or to Short-Term National Ratings other than ‘F1(xxx).’

LONG-TERM RATINGS
S & P Global Ratings Long-Term Issue Credit Ratings

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

* Likelihood of payment—the 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 and the promise we impute; and

*  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.

An issue rating is 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.)

Long-Term Issuer Credit Ratings

AAA

An obligation rated ‘AAA’ has the highest rating assigned by S & P Global Ratings. 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.
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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. The ‘CC’ rating is used when a default
has not yet occurred, but S & P Global Ratings expects default to be a virtual certainty, regardless of the
anticipated time to default.

C

An obligation rated ‘C’ is currently highly vulnerable to nonpayment, and the obligation is expected to have
lower relative seniority or lower ultimate recovery compared with obligations that are rated higher.

D

An obligation rated ‘D’ is in default or in breach of an imputed promise. For non-hybrid capital instruments,
the ‘D’ rating category is used when payments on an obligation are not made on the date due, unless S&P
Global Ratings believes that such payments will be made within five business days in the absence of a stated
grace period or within the earlier of the stated grace period or 30 calendar days. The ‘D’ rating also will be
used upon the filing of a bankruptcy petition or the taking of similar action and where default on an obligation
is a virtual certainty, for example due to automatic stay provisions. An obligation's rating is lowered to ‘D’ if it
is subject to a distressed exchange offer.

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.

See active and inactive qualifiers following S & P Global Ratings Short-Term Issue Credit Ratings beginning
on pages A-2 and A-3.

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

Long-term ratings are assigned to issuers or obligations with an original maturity of one year or more and
reflect both on the likelihood of a default or impairment on contractual financial obligations and the expected
financial loss suffered in the event of default or impairment. Short-term ratings are assigned to obligations with
an original maturity of thirteen months or less and reflect both on the likelihood of a default or impairment on
contractual financial obligations and the expected financial loss suffered in the event of default or impairment.

Moody’s Long-Term Rating Definitions:
Aaa

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

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

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

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

Ba

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

B

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

Caa

Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.
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 and are typically in default, with little prospect for recovery of
principal or interest.

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

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

Fitch’s National Long-Term Credit Ratings
AAA(xxx) ‘AAA’ National Ratings denote the highest rating assigned by the agency in its National Rating

scale for that country. This rating is assigned to issuers or obligations with the lowest expectation of default
risk relative to all other issuers or obligations in the same country or monetary union.

AA(xxx) ‘AA’ National Ratings denote expectations of very low default risk relative to other issuers or
obligations in the same country or monetary union. The default risk inherent differs only slightly from that of
the country’s highest rated issuers or obligations.

A(xxx) ‘A’ National Ratings denote expectations of low default risk relative to other issuers or obligations in
the same country or monetary union.

BBB(xxx) ‘BBB’ National Ratings denote a moderate default risk relative to other issuers or obligations in the
same country or monetary union.

BB(xxx) ‘BB’ National Ratings denote an elevated default risk relative to other issuers or obligations in the
same country or monetary union.

B(xxx) ‘B’ National Ratings denote a significantly elevated default risk relative to other issuers or obligations
in the same country or monetary union.

CCC(xxx) ‘CCC’ National Ratings denote very high default risk relative to other issuers or obligations in the
same country or monetary union.

CC(xxx) ‘CC’ National Ratings denote default risk is among the highest relative to other issuers or obligations
in the same country or monetary union.
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C(xxx) A default or default-like process has begun, or the issuer is in standstill, or for a closed funding vehicle,
payment capacity is irrevocably impaired. Conditions that are indicative of a ‘C’ category rating for an issuer
include:

a. the issuer has entered into a grace or cure period following non-payment of a material financial
obligation;

b. the issuer has entered into a temporary negotiated waiver or standstill agreement following a payment
default on a material financial obligation;

c. the formal announcement by the issuer or their agent of a distressed debt exchange; and

d. aclosed financing vehicle where payment capacity is irrevocably impaired such that it is not expected
to pay interest and/or principal in full during the life of the transaction, but where no payment default is
imminent

RD(xxx): Restricted default.

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

a. the selective payment default on a specific class or currency of debt;

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

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

d. execution of a distressed debt exchange on one or more material financial obligations.
D(xxx) ‘D’ National Ratings denote an issuer or instrument that is currently in default.
Notes to Long-Term and Short-Term National Ratings:

The ISO International Country Code is placed in parentheses immediately following the rating letters to
indicate the identity of the National market within which the rating applies. For illustrative purposes, (xxx) has
been used.
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“+” or “-” may be appended to a National Rating to denote relative status within a major rating category. Such
suffixes are not added to the ‘AAA(xxx)’ Long-Term National Rating category, to categories below
‘CCC(xxx)’, or to Short-Term National Ratings other than ‘F1(xxx).’

MUNICIPAL NOTE RATINGS
S & P Global Ratings Municipal Short-Term Note Ratings Definitions

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

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

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

Note rating symbols are as follows:
SP-1

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

D

'D' is assigned upon failure to pay the note when due, completion of a distressed exchange offer, or the filing of
a bankruptcy petition or the taking of similar action and where default on an obligation is a virtual certainty, for
example due to automatic stay provisions

See active and inactive qualifiers following S & P Global Ratings Short-Term Issue Credit Ratings beginning
on page A-2.

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

Short-Term Obligation Ratings

We use the global short-term Prime rating scale for commercial paper issued by US Municipalities and
nonprofits. These commercial paper programs may be backed by external letters of credit or liquidity facilities,
or by an issuer’s self-liquidity.

For other short-term municipal obligations we use one of two other short-term rating scales, the Municipal
Investment Grade (MIG) and Variable Municipal Investment Grade (VMIG) scales discussed below.

We use the MIG scale for US municipal cash flow notes, bond anticipation notes and certain other short-term
obligations, which typically mature in three years or less. Under certain circumstances, we use the MIG scale
for bond anticipation notes with maturities of up to five years.

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.

Standard Linkage Between the Long-Term and MIG Short-Term Rating Scale

The following table indicates the municipal long-term ratings consistent with different MIG short-term ratings.



LONG-TERM EQUIVALENT SHORT-TERM
RATING MIG SCALE RATING

Aaa
Aal

Aaz
Aa3 MIG 1

A3 i

MIG 2
Baal
Baa2 } MIG 3

Baa3

Ba1, Ba2, Ba3

B1, B2, B3, SG
Caal, Caa2,

Caa3 Ca, C

Demand Obligation Ratings

In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned. The components
are a long-term rating and a short-term demand obligation rating. The long-term rating addresses the issuer’s
ability to meet scheduled principal and interest payments. The short-term demand obligation rating addresses
the ability of the issuer or the liquidity provider to make payments associated with the purchase-price-upon-
demand feature (“demand feature) of the VRDO. The short-term demand obligation rating uses the VMIG
scale. VMIG ratings with liquidity support use as an input the short-term Counterparty Risk Assessment of the
support provider, or the long-term rating of the underlying obligor in the absence of third party liquidity
support. Transitions of VMIG ratings of demand obligations with conditional liquidity support differ from
transitions on the Prime scale to reflect the risk that external liquidity support will terminate if the issuer’s
long-term rating drops below investment grade. Please see our methodology that discusses demand obligations
with conditional liquidity support.

We typically assign the VMIG short-term demand obligation rating if the frequency of the demand feature is
less than every three years. If the frequency of the demand feature is less than three years but the purchase
price is payable only with remarketing proceeds, the short-term demand obligation rating is “NR”.

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.

* For VRDBs supported with conditional liquidity support, short-term ratings transition down at higher long-
term ratings to reflect the risk of termination of liquidity support as a result of a downgrade below investment
grade.
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VMIG ratings of VRDBs with unconditional liquidity support reflect the short-term debt rating (or

counterparty assessment) of the liquidity support provider with VMIG 1 corresponding to P-1, VMIG 2 to P-2,
VMIG 3 to P-3 and SG to not prime.

US MUNICIPAL SHORT-TERM VS. LONG-TERM RATINGS

DEMAND
OBLIGATIONS WITH
LONG-TERM CONDITIONAL

NOTES RATING LIQUIDITY SUPPORT
Aaa
Aal

MIG 1 Pede VMIG 1

Aa3
A1
A2

MIG2 €— A3 —P VMIG2

Baal  ———» VMIG3*
Baa2

MIG 3 Baa3
Bal, Ba2, Ba3
B1,B2, B3 5G
5G Caal, Caa2, Caa3
cacC

*For SBPA-backed VRDBSs, The rating transitions are higher to allow for distance to downgrade to
below investment grade due to the presence of automatic termination events in the SBPAs.

Reviewed October 21, 2020



APPENDIX B - Wilshire Funds Management Proxy Voting Policy
Dated 08/25/20

Wilshire

Wilshire Advisors LLC (“Wilshire), may have responsibility for voting proxies for certain clients.
This policy is intended to fulfill applicable requirements imposed on Wilshire under Rule 206(4)-6 of the
Investment Advisers Act of 1940, as amended (“Act”), where it has been delegated to do so.

I. POLICY

Wilshire owes each client duties of care and loyalty with respect to the services undertaken for them,
including the voting of proxies. In those circumstances where Wilshire will be voting proxies of portfolio
securities held directly by a client, Wilshire, guided by general fiduciary principles, will act prudently and
solely in the best interest of its clients. Wilshire will attempt to consider relevant factors of its vote that could
affect the value of its investments and will vote proxies in the manner that it believes will be consistent with
efforts to maximize shareholder value.

Attached to this policy are Proxy Voting Guidelines (“Guidelines™) that Wilshire will use when voting
proxies. The Guidelines help to ensure Wilshire’s duty of care and loyalty to clients when voting proxies.

1. Duty of Care

Wilshire’s proxy policy mandates the monitoring of corporate events and the voting of client
proxies. However, there may be occasions when Wilshire determines that not voting a proxy may be in the
best interests of its clients; for example, when the cost of voting the proxy exceeds the expected benefit to the
client. There may also be times when clients have instructed Wilshire not to vote proxies or direct Wilshire to
vote proxies in a certain manner. Wilshire will maintain written instructions from clients with respect to
directing proxy votes.

2. Duty of Loyalty

Wilshire will ensure proxy votes are cast in a manner consistent with the best interests of the client.
Wilshire will use the following process to address conflicts of interest: a) identify potential conflicts of
interest; b) determine which conflicts, if any, are material; and c) establish procedures to ensure that
Wilshire’s voting decisions are based on the best interests of clients and are not a product of the conflict.

a. Identify Potential Conflicts of Interest

Conflicts of interest may occur due to business, personal or family relationships. Potential
conflicts may include votes affecting Wilshire.

b. Determine which Conflicts are Material

A “material” conflict should generally be viewed as one that is reasonably likely to be
viewed as important by the average shareholder. For example, an issue may not be viewed as material unless
it has the potential to affect at least 1% of an adviser’s annual revenue.

c. Establish Procedures to Address Material Conflicts.

Wilshire has established multiple methods to address voting items it has identified as those
in which it has a material conflict of interest.

i. Use an independent third party to recommend how a proxy presenting a conflict
should be voted or authorize the third party to vote the proxy.

ii. Refer the proposal to the client and obtain the client’s instruction on how to vote.

1i. Disclose the conflict to the client and obtain the client’s consent to Wilshire’s
vote.
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3. Proxy Referrals.

For securities held within an account whose strategy either involves passive management or whose
stock selection is based solely upon quantitative analysis and does not involve fundamental analysis of the
issuer, proxies will be referred to a third-party proxy service for voting in accordance with their policies and
guidelines.

4. Different Policies and Procedures

Wilshire may have different voting policies and procedures for different clients and may vote proxies
of different clients differently, if appropriate in the fulfillment of its duties.

II. DOCUMENTATION
Wilshire shall maintain the following types of records relating to proxy voting:
1. Wilshire Advisors LLC Proxy Voting Policy and all amendments thereto

2. Proxy statements received for client securities. Wilshire may rely on proxy statements filed on
EDGAR instead of keeping copies or, if applicable, rely on statements maintained by a proxy voting service
provided that Wilshire has obtained an undertaking from the service that it will provide a copy of the
statements promptly upon request.

3. Records of votes cast on behalf of clients.

4. Any document prepared by Wilshire that is material to making a proxy voting decision or that
memorialized the basis for that decision.

Such records shall be maintained for the period of time specified in Rule 204-2(c)(2) of the Act. To the
extent that Wilshire is authorized to vote proxies for a United States Registered Investment Company,
Wilshire shall maintain such records as are necessary to allow such fund to comply with its recordkeeping,
reporting and disclosure obligations under applicable laws, rules and regulations.
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Wilshire Associates Incorporated Proxy Voting Policy
Proxy Voting Guidelines

The following guidelines will be used when deciding how to vote proxies on behalf of clients. These are
policy guidelines that can always be superseded, subject to the duty to act in the best interest of the beneficial
owners of accounts, by the investment management professionals responsible for the account holding the
shares being voted.

A. Election of Directors

a. We generally vote for all director nominees, except in situations where there is a potential
conflict of interest, including but not limited to the nomination of a director who also serves on a
compensation committee of a company’s board and/or audit committee.

B. Auditors

a. Ratifying Auditors — we generally vote in favor for such proposals, unless the auditor is
affiliated or has a financial interest in the company.

b. Financial Statements & Auditor Reports — we generally vote in favor of approving
financial and auditor reports.

c. Compensation — we generally vote in favor for such proposals.
d. Indemnification — we vote against indemnification of auditors.
C. Executive & Director Compensation
a. We generally vote in favor for such proposals.
D. Miscellaneous and Non-Routine matters

a. We vote miscellaneous proposals on a case-by-case basis, in the best interest of
shareholders.
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