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THE FUND 

Aston Funds, 120 N. LaSalle Street, 25th Floor, Chicago, Illinois 60602, is an open-end 
management investment company.  The Fund is classified as diversified under the Investment Company 
Act of 1940, as amended (the “1940 Act”).  The Fund is a series of the Trust, which was formed as a 
Delaware statutory trust on September 10, 1993. 

INVESTMENT OBJECTIVES, STRATEGIES AND RISK CONSIDERATIONS 

The following supplements the information contained in the Prospectus concerning the 
investment objectives, strategies and risks of investing in the Fund.  This section contains a detailed 
discussion of the portfolio investments in which the Fund may invest.  The investment practices described 
below, except as further set forth in “Investment Restrictions,” are not fundamental and may be changed 
by the Board of Trustees of the Trust (the “Board”) without the approval of shareholders. 

American Depositary Receipts (“ADRs”), Continental Depositary Receipts (“CDRs”), European 
Depositary Receipts (“EDRs”) and Global Depositary Receipts (“GDRs”) 

ADRs are securities, typically issued by a U.S. financial institution (a “depositary”), that evidence 
ownership interest in a security or a pool of securities issued by a foreign issuer and deposited with the 
depositary.  EDRs, which are sometimes referred to as CDRs, are securities, typically issued by a non-
U.S. financial institution, that evidence ownership interest in a security or a pool of securities issued by 
either a U.S. or foreign issuer.  GDRs are issued globally and evidence a similar ownership arrangement.  
Generally, ADRs are designed for trading in the U.S. securities market.  EDRs are designed for trading in 
European securities markets and GDRs are designed for trading in non-U.S. securities markets.  
Generally, depositary receipts may be available through “sponsored” or “unsponsored” facilities.  A 
sponsored facility is established jointly by the issuer of the security underlying the receipt and a 
depositary, whereas an unsponsored facility may be established by a depositary without participation by 
the issuer of the underlying security.  Holders of unsponsored depositary receipts generally bear all the 
costs of the unsponsored facility.  The depositary of an unsponsored facility frequently is under no 
obligation to distribute shareholder communications received from the issuer of the deposited security or 
to pass through, to the holders of the receipts, voting rights with respect to the deposited securities. 

Asset-Backed Securities 

Asset-backed securities are securities backed by installment contracts, credit card and other 
receivables or other financial type assets. Asset-backed securities represent interests in “pools” of assets 
in which payments of both interest and principal on the securities are made monthly, thus in effect 
“passing through” monthly payments made by the individual borrowers on the assets underlying 
securities, net of any fees paid to the issuer or guarantor of the securities.  The average life of asset-
backed securities varies with the maturities of the underlying assets.  An asset-backed security’s stated 
maturity may be shortened if the underlying assets are pre-paid, and the security’s total return may be 
difficult to predict precisely.  The risk that recovery on repossessed collateral might be unavailable or 
inadequate to support payments on asset-backed securities is greater than in the case for mortgage-backed 
securities.  Falling interest rates generally result in an increase in the rate of prepayments while rising 
interest rates generally decrease the rate of prepayments.  An acceleration in prepayments in response to 
sharply falling interest rates will shorten the security’s average maturity and limit the potential 
appreciation in the security’s value relative to a conventional debt security. 
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Below Investment-Grade (High Yield) Debt Securities 

Fixed income securities rated Ba or lower by Moody’s Investor Service (“Moody’s”) or BB or 
lower by Standard & Poor’s (“S&P”), frequently referred to as “junk bonds,” are considered to be 
predominantly speculative.  They generally offer higher yields than bonds issued by entities with stronger 
creditworthiness. Such securities are subject to a substantial degree of credit risk.  High-yield bonds held 
by the Fund may be issued as a consequence of corporate restructurings, such as leveraged buy-outs, 
mergers, acquisitions, debt recapitalizations or similar events.  Additionally, high-yield bonds are often 
issued by smaller, less creditworthy companies or by highly leveraged firms, which are generally less able 
than more financially stable firms to make scheduled payments of interest and principal.  The risks posed 
by bonds issued under such circumstances are substantial.  Changes by recognized rating agencies in their 
rating of any security and in the ability of an issuer to make payments of interest and principal will 
ordinarily have a more dramatic effect on the values of these investments than on the values of higher-
rated securities.  Such changes in value will not affect cash income derived from these securities, unless 
the issuers fail to pay interest or principal when due. Such changes will, however, affect the Fund’s net 
asset value per share. 

The higher yields from low-grade bonds are intended to compensate for the higher default rates 
on such securities.  However, there can be no assurance that diversification will protect the Fund from 
widespread bond defaults brought about by a sustained economic downturn, or that yields will offset 
default rates on high-yield bonds.  Issuers of these securities are often highly leveraged, so that their 
ability to service their debt obligations during an economic downturn or during sustained periods of rising 
interest rates may be impaired.  In addition, such issuers may not have more traditional methods of 
financing available to them and may be unable to repay debt at maturity by refinancing. 

The value of lower-rated debt securities will be influenced not only by changing interest rates, but 
also by the bond market’s perception of credit quality and the outlook for economic growth.  When 
economic conditions appear to be deteriorating, lower-rated bonds may decline in market value due to 
investors’ heightened concern over credit quality, regardless of prevailing interest rates. Adverse publicity 
and investor perceptions, whether or not based on fundamental analysis, may decrease the value and 
liquidity of lower-rated securities held by the Fund, especially in a thinly traded market.  Illiquid or 
restricted securities held by the Fund may involve valuation difficulties.  Trading in the secondary market 
for high-yield bonds may become thin and market liquidity may be significantly reduced.  Even under 
normal conditions, the market for high-yield bonds may be less liquid than the market for investment-
grade corporate bonds.  There are fewer securities dealers in the high-yield market, and purchasers of 
high-yield bonds are concentrated among a smaller group of securities dealers and institutional investors.  
In periods of reduced market liquidity, high-yield bond prices may become more volatile. 

Lower-Rated Securities Market – An economic downturn or increase in interest rates is likely 
to have an adverse effect on the lower-rated securities market generally (resulting in more defaults) and 
on the value of lower-rated securities contained in the portfolio of the Fund. 

Sensitivity to Economic and Interest Rate Changes – The economy and interest rates can affect 
lower-rated securities differently from other securities.  For example, the prices of lower-rated securities 
are more sensitive to adverse economic changes or individual corporate developments than are the prices 
of higher-rated investments.  Also, during an economic downturn or substantial period of rising interest 
rates, highly leveraged issuers may experience financial stress which would adversely affect their ability 
to service their principal and interest payment obligations, to meet projected business goals or to obtain 
additional financing.  If the issuer of a lower-rated security defaulted, the Fund may incur additional 
expenses to seek recovery.  In addition, periods of economic uncertainty and changes can be expected to 
result in increased volatility of market prices of lower-rated securities and the Fund’s net asset values. 
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Liquidity and Valuation – To the extent that an established secondary market does not exist and 
a particular obligation is thinly traded, the obligation’s fair value may be difficult to determine because of 
the absence of reliable, objective data.  As a result, the Fund’s valuation of the obligation and the price it 
could obtain upon its disposition could differ. 

Credit Ratings – The credit ratings of Moody’s and S&P are evaluations of the safety of 
principal and interest payments.  There is a risk that credit rating agencies may fail to timely change the 
credit ratings to reflect subsequent events.  Therefore, in addition to using recognized rating agencies and 
other sources, the investment adviser or subadviser also performs its own analysis of issuers in selecting 
investments for the Fund.  The investment adviser or subadviser’s analysis of issuers may include, among 
other things, historic and current financial condition, current and anticipated cash flow and borrowing 
strength of management, responsiveness to business conditions, credit standing and current and 
anticipated results of operations. 

Yields and Ratings – The yields on certain obligations are dependent on a variety of factors, 
including general market conditions, conditions in the particular market for the obligation, the financial 
condition of the issuer, the size of the offering, the maturity of the obligation and the ratings of the issue. 
The ratings of Moody’s and S&P represent their respective opinions as to the quality of the obligations 
they undertake to rate. Ratings, however, are general and are not absolute standards of quality. 
Consequently, obligations with the same rating, maturity and interest rate may have different market 
prices. 

While any investment carries some risk, certain risks associated with lower-rated securities are 
different from those for investment-grade securities. The risk of loss through default is greater because 
lower-rated securities are usually unsecured and are often subordinate to an issuer’s other obligations. 
Additionally, the issuers of these securities frequently have high debt levels and are thus more sensitive to 
difficult economic conditions, individual corporate developments and rising interest rates. Consequently, 
the market price of these securities may be quite volatile and may result in wider fluctuations of the 
Fund’s net asset value per share. 

Borrowing 

The Fund may not borrow money or issue senior securities, except as described in this paragraph 
or as described in “Investment Restrictions.”  Any policy under “Investment Restrictions” which 
contradicts policies described in this paragraph governs the Fund’s policy on borrowing.  The Fund may 
borrow from banks or enter into reverse repurchase agreements for temporary purposes in amounts up to 
10% of the value of its total assets.  The Fund may not mortgage, pledge or hypothecate any assets, except 
in connection with permitted borrowing or other permitted investment techniques.  Any borrowing will be 
done from a bank with asset coverage of at least 300%, if required.  In the event that such asset coverage 
shall at any time fall below 300%, the Fund shall, within three days thereafter (not including Sundays or 
holidays) or such longer period as the Securities and Exchange Commission (“SEC”) may prescribe by 
rules and regulations, reduce the amount of its borrowings to such an extent that the asset coverage of 
such borrowings shall be at least 300%. 

Convertible Securities 

Common stock occupies the most junior position in a company’s capital structure.  Convertible 
securities entitle the holder to exchange the securities for a specified number of shares of common stock, 
usually of the same company, at specified prices within a certain period of time and to receive interest or 
dividends until the holder elects to convert.  The provisions of any convertible security determine its 
ranking in a company’s capital structure.  In the case of subordinated convertible debentures, the holder’s 
claims on assets and earnings are subordinated to the claims of other creditors and are senior to the claims 
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of preferred and common shareholders.  In the case of preferred stock and convertible preferred stock, the 
holder’s claims on assets and earnings are subordinated to the claims of all creditors but are senior to the 
claims of common shareholders. 

Derivative Instruments  

The term “derivatives” has been used to identify a range and variety of financial instruments.  In 
general, a derivative is commonly defined as a financial instrument whose performance and value are 
derived, at least in part, from another source, such as the performance of an underlying asset, a specific 
security or an index of securities.  As is the case with other types of investments, the Fund’s derivative 
instruments may entail various types and degrees of risk, depending upon the characteristics of the 
derivative instrument and the Fund’s overall portfolio. 

The Fund may use derivative instruments for hedging purposes, to maintain liquidity or in 
anticipation of changes in the composition of its portfolio holdings or as otherwise provided in the 
Prospectus.  The Fund will not engage in derivative investments purely for speculative purposes.  The 
Fund will invest in one or more derivatives only to the extent that the instrument under consideration is 
judged by the investment adviser or subadviser to be consistent with the Fund’s overall investment 
objective and policies.  In making such judgment, the potential benefits and risks will be considered in 
relation to the Fund’s other portfolio investments. 

Where not specified, investment limitations with respect to the Fund’s derivative instruments will 
be consistent with the Fund’s existing percentage limitations with respect to its overall investment 
policies and restrictions.  The types of derivative securities in which the Fund is permitted to invest 
include, but are not limited to, forward commitments, foreign currency contracts, futures contracts, 
options, and swap agreements.   

Certain investment transactions expose the Fund to an obligation to make future payments to third 
parties.  Examples of these types of transactions, include, but are not limited to, derivatives such as swaps, 
futures, forwards, and options.  To the extent that the Fund engages in such transactions, the Fund will (to 
the extent required by applicable law) either (1) segregate cash or liquid assets in the prescribed amount 
or (2) otherwise “cover” its future obligations under the transaction, such as by holding an offsetting 
investment.  If the Fund segregates sufficient cash or other liquid assets or otherwise “covers” its 
obligations under such transactions, the Fund will not consider the transactions to be borrowings for 
purposes of its investment restrictions or “senior securities” under the 1940 Act, and therefore, such 
transactions will not be subject to the 300% asset coverage requirement under the 1940 Act otherwise 
applicable to borrowings by the Fund. 

In some cases (e.g., with respect to futures and forwards that are contractually required to “cash-
settle”), the Fund will segregate cash or other liquid assets with respect to the amount of the daily net 
(marked-to-market) obligation arising from the transaction, rather than the notional amount of the 
underlying contract.  By segregating assets in an amount equal to the net obligation rather than the 
notional amount, the Fund will have the ability to employ leverage to a greater extent than if it set aside 
cash or other liquid assets equal to the notional amount of the contract, which may increase the risk 
associated with such transactions.  Whenever the Fund is required to segregate assets for 1940 Act 
purposes, notations on the books of the Trust’s custodian or fund accounting agent are sufficient to 
constitute a segregated account.  

Assets used as segregation or “cover” cannot be sold while the position in the corresponding 
transaction is open, unless they are replaced with other appropriate assets.  As a result, the commitment of 
a large portion of the Fund’s assets for segregation and “cover” purposes could impede portfolio 
management or the Fund’s ability to meet redemption requests or other current obligations.  Segregating 
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assets or otherwise “covering” for these purposes does not necessarily limit the percentage of the assets of 
the Fund that may be at risk with respect to certain derivative transactions. 

Dollar Rolls 

Dollar roll transactions consist of the sale of mortgage-backed securities to a bank or broker-
dealer, together with a commitment to purchase similar, but not necessarily identical, securities at a future 
date. Any difference between the sale price and the purchase price is netted against the interest income 
foregone on the securities to arrive at an implied borrowing (reverse repurchase) rate. Alternatively, the 
sale and purchase transactions that constitute the dollar roll can be executed at the same price, with the 
Fund being paid a fee as consideration for entering into the commitment to purchase. Dollar rolls may be 
renewed after cash settlement and initially may involve only a firm commitment agreement by the Fund 
to buy a security.  The Fund will segregate cash or liquid securities in an amount at least equal to its 
obligations under the dollar roll transaction.  Whenever the Fund is required to segregate assets for 1940 
Act purposes, notations on the books of the Trust’s custodian or fund accounting agent are sufficient to 
constitute a segregated account. 

If the broker-dealer to whom the Fund sells the security becomes insolvent, the Fund’s right to 
purchase or repurchase the security may be restricted. Also, the value of the security may change 
adversely over the term of the dollar roll, such that the security that the Fund is required to repurchase 
may be worth less than the security that the Fund originally held. 

Equity Securities 

Equity securities represent a share of an issuer’s earnings and assets, after the issuer pays its 
liabilities.  The Fund cannot predict the income it will receive from equity securities because issuers 
generally have discretion as to the payment of any dividends or distributions.  However, equity securities 
offer greater potential for appreciation than many other types of securities, because their value may 
increase with the value of the issuer’s business.  The following describes various types of equity securities 
in which the Fund invests. 

Common Stocks 

Common stocks are the most prevalent type of equity security.  Common stocks receive the 
issuer’s earnings after the issuer pays its creditors and any preferred stockholders.  As a result, changes in 
an issuer’s earnings may influence the value of its common stock. 

Preferred Stocks 

Preferred stocks have the right to receive specified dividends or distributions before the issuer 
makes payments on its common stock.  Some preferred stocks also participate in dividends and 
distributions paid on common stock.  Preferred stocks may also permit the issuer to redeem the stock.  
The Fund may treat such redeemable preferred stock as a fixed income security. 

Warrants and Rights 

Warrants give the Fund the option to buy the issuer’s equity securities at a specified price (the 
exercise price) at a specified future date (the expiration date).  The Fund may buy the designated 
securities by paying the exercise price before the expiration date.  Warrants may become worthless if the 
price of the stock does not rise above the exercise price by the expiration date.  This increases the market 
risks of warrants as compared to the underlying security. 
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Rights are the same as warrants, except companies typically issue rights to existing stockholders. 

Exchange-Traded Notes 

Exchange-traded notes (“ETNs”) are securities that combine aspects of a bond and an exchange-
traded fund (“ETF”). ETN returns are based upon the performance of a market index or other reference 
asset less fees, and can be held to maturity as a debt security. ETNs are traded on a securities exchange. 
Their value is based on their reference index or strategy and the credit quality of the issuer. ETNs are 
subject to the additional risk that they may trade at a premium or discount to value attributable to their 
reference index.  When the Fund invests in an ETN, shareholders of the Fund bear their proportionate 
share of the ETN’s fees and expenses, as well as their share of the Fund’s fees and expenses. There may 
also not be an active trading market available for some ETNs.  Additionally, trading of ETNs may be 
halted or delisted by the listing exchange. 

Fixed Income Securities 

Fixed income securities pay interest, dividends or distributions at a specified rate.  The rate may 
be a fixed percentage of the principal or adjusted periodically.  In addition, the issuer of a fixed income 
security must repay the principal amount of the security, normally within a specified time.  Fixed income 
securities provide more regular income than equity securities.  However, the returns on fixed income 
securities are limited and normally do not increase with the issuer’s earnings.  This limits the potential 
appreciation of fixed income securities as compared to equity securities. 

A security’s yield measures the annual income earned on a security as a percentage of its price.  
A security’s yield will increase or decrease depending upon whether it costs less (a discount) or more (a 
premium) than the principal amount.  If the issuer may redeem the security before its scheduled maturity, 
the price and yield on a discount or premium security may change based upon the probability of an early 
redemption.  Securities with higher risks generally have higher yields. 

The following describes various types of fixed income securities in which the Fund may invest. 

Treasury Securities 

Treasury securities are direct obligations of the federal government.  Treasury securities are 
generally regarded as having the lowest credit risks. 

Agency Securities 

Agency securities are issued or guaranteed by a federal agency or other government sponsored 
entity (a “GSE”) acting under federal authority.  The U.S. government supports some GSEs with its full 
faith and credit.  Other GSEs receive support through federal subsidies, loans or other benefits.  A few 
GSEs have no explicit financial support, but are regarded as having implied support because the federal 
government sponsors their activities.  Agency securities are generally regarded as having low credit risks, 
but not as low as treasury securities. 

Although a GSE guarantee protects against credit risks, it does not reduce the market and 
prepayment risks of these mortgage-backed securities. 

Corporate Debt Securities 

Corporate debt securities are fixed income securities issued by businesses.  Notes, bonds, 
debentures and commercial paper are the most prevalent types of corporate debt securities.  The Fund 
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may also purchase interests in bank loans to companies.  The credit risks of corporate debt securities vary 
widely among issuers. 

In addition, the credit risk of an issuer’s debt security may vary based on its priority for 
repayment.  For example, higher ranking (senior) debt securities have a higher priority than lower ranking 
(subordinated) securities.  This means that the issuer might not make payments on subordinated securities 
while continuing to make payments on senior securities.  In addition, in the event of bankruptcy, holders 
of senior securities may receive amounts otherwise payable to the holders of subordinated securities.  
Some subordinated securities, such as trust preferred and capital securities notes, also permit the issuer to 
defer payments under certain circumstances.  For example, insurance companies issue securities known as 
surplus notes that permit the insurance company to defer any payment that would reduce its capital below 
regulatory requirements. 

Commercial Paper 

Commercial paper is an issuer’s obligation with a maturity of less than nine months.  Companies 
typically issue commercial paper to pay for current expenditures.  Most issuers constantly reissue their 
commercial paper and use the proceeds (or bank loans) to repay maturing paper.  If the issuer cannot 
continue to obtain liquidity in this fashion, its commercial paper may default. 

Demand Instruments 

Demand instruments are corporate debt securities that the issuer must repay upon demand.  Other 
demand instruments require a third party, such as a dealer or bank, to repurchase the security for its face 
value upon demand. 

Pooled Vehicles 

The Fund may invest in debt securities indirectly through pooled products typically organized as 
trust structures (e.g., TRAINS and TRACERS) and typically sold pursuant to Rule 144A under the 
Securities Act of 1933, as amended (the “1933 Act”).  TRAINS, TRACERS and similar products contain 
a basket of debt securities that are designed to provide broad credit exposure in a single product.  The 
Fund will incur transaction costs associated with such products and may be subject to the credit risk of the 
sponsoring entity. 

Forward Foreign Currency Exchange Contracts 

Many international equity securities in which the Fund may invest will be traded in foreign 
currencies.  The Fund may engage in certain foreign currency transactions, such as forward foreign 
currency exchange contracts, to guard against fluctuations in currency exchange rates in relation to the 
U.S. dollar or to the weighting of particular foreign currencies.  In addition, the Fund may buy and sell 
foreign currency futures contracts and options on foreign currencies and foreign currency futures.  The 
Fund may use such investments for hedging purposes or as otherwise provided in the Prospectus.The 
Fund will not engage in such investments purely for speculative purposes. 

A forward foreign currency exchange contract involves an obligation to purchase or sell a specific 
currency at a future date, which may be any fixed number of days from the date of the contract agreed 
upon by the parties, at a price set at the time of the contract.  By entering into a forward foreign currency 
exchange contract, the Fund “locks in” the exchange rate between the currency it will deliver and the 
currency it will receive for the duration of the contract.  As a result, the Fund reduces its exposure to 
changes in the value of the currency it will deliver and increases its exposure to changes in the value of 
the currency it will exchange into.  Contracts to sell foreign currencies would limit any potential gain 
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which might be realized by the Fund if the value of the hedged currency increases.  The Fund may enter 
into these contracts for the purpose of hedging against foreign exchange risks arising from the Fund’s 
investment or anticipated investment in securities denominated in foreign currencies.  Such hedging 
transactions may not be successful and may eliminate any chance for the Fund to benefit from favorable 
fluctuations in relevant foreign currencies.  In the case of a forward foreign currency exchange contract, 
the Fund will segregate cash or liquid securities at least in an amount equal to its obligations under the 
contract.  Whenever the Fund is required to segregate assets for 1940 Act purposes, notations on the 
books of the Trust’s custodian or fund accounting agent are sufficient to constitute a segregated account.  
See also “Derivative Instruments.” 

The Fund may also enter into forward foreign currency exchange contracts for purposes of 
increasing exposure to a foreign currency or to shift exposure to foreign currency fluctuations from one 
currency to another.  To the extent that it does so, the Fund will be subject to the additional risk that the 
relative value of currencies will be different than anticipated by the Fund’s investment adviser or 
subadviser.  The Fund may use one currency (or a basket of currencies) to hedge against adverse changes 
in the value of another currency (or a basket of currencies) when exchange rates between the two 
currencies are positively correlated.  The Fund may also use foreign currency futures contracts and related 
options on currencies for the same reasons for which forward foreign currency exchange contracts are 
used. 

The use of currency transactions can result in the Fund incurring losses as a result of a number of 
factors including the imposition of exchange controls, suspension of settlements, or the inability to deliver 
or receive a specified currency. 

Foreign Securities 

Foreign securities may subject the Fund to investment risks that differ in some respects from 
those related to investments in U.S. domestic issuers.  Such risks may include costs in connection with 
conversions between various currencies, limited publicly available information regarding foreign issuers, 
lack of uniformity in accounting, auditing and financial standards and requirements, greater securities 
market volatility, less liquidity of securities, less government supervision and regulations of securities 
markets, future adverse political and economic developments, the possible imposition of withholding 
taxes on interest, dividends or other income, possible seizure, nationalization, or expropriation of foreign 
deposits, the possible establishment of exchange controls or taxation at the source, greater fluctuations in 
value due to changes in exchange rates, or the adoption of other foreign governmental restrictions which 
might adversely affect the payment of principal and interest on such obligations.  Such investments may 
also entail higher custodial fees and sales commissions than domestic investments.  Foreign issuers of 
securities or obligations are often subject to accounting treatment and engage in business practices 
different from those with respect to domestic issuers of similar securities or obligations.  Foreign branches 
of U.S. banks and foreign banks may be subject to less stringent reserve requirements than those 
applicable to domestic branches of U.S. banks.  Government regulation in many of the countries of 
interest to the Fund may limit the extent of the Fund’s investment in companies in those countries.  
Further, it may be more difficult for the Fund’s agents to keep currently informed about corporate actions 
that may affect the prices of portfolio securities.  Communications between the U.S. and foreign countries 
may be less reliable than within the U.S., increasing the risk of delayed settlements of portfolio securities.  
Certain markets may require payment for securities before delivery.  The Fund’s ability and decisions to 
purchase and sell portfolio securities may be affected by laws or regulations relating to the convertibility 
of currencies and repatriation of assets.  Some countries restrict the extent to which foreigners may invest 
in their securities markets. 
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Investments in securities of foreign issuers are frequently denominated in foreign currencies 
(including the Euro and other multinational currency units) and the value the Fund’s assets measured in 
U.S. dollars may be affected favorably or unfavorably by changes in currency rates and in exchange 
control regulations, and the Fund may incur costs in connection with conversions between various 
currencies.  The Fund may enter into forward foreign currency contracts as a hedge against possible 
variations in foreign exchange rates or to hedge a specific security transaction or portfolio position.  
Currently, only a limited market, if any, exists for hedging transactions relating to currencies in emerging 
markets, including Latin American and Asian markets.  This may limit the Fund’s ability to effectively 
hedge its investments in such markets if it chose to do so. 

Securities of issuers located in countries with developing securities markets pose greater liquidity 
risks and other risks than securities of issuers located in developed countries and traded in more 
established markets.  Low liquidity in markets may adversely affect the Fund’s ability to buy and sell 
securities and cause increased volatility.  Developing countries may at various times have less stable 
political environments than more developed nations.  Changes of control may adversely affect the pricing 
of securities from time to time.  Some developing countries may afford only limited opportunities for 
investing.  In certain developing countries, the Fund may be able to invest solely or primarily through 
ADRs or similar securities and government approved investment vehicles, including closed-end 
investment companies. 

The settlement systems in certain emerging markets, including Asian and Eastern European 
countries such as Russia, are less developed than in more established markets.  As a result, there may be a 
risk that settlement may be delayed and that cash or securities of the Fund may be in jeopardy because of 
failures or of defects in the systems used.  In particular, market practice may require that payment be 
made prior to receipt of the security which is being purchased or that delivery of a security must be made 
before payment is received.  In such cases, default by the executing broker or bank might result in a loss 
to the Fund investing in emerging market securities. 

Foreign investments involve risks unique to the local political, economic, and regulatory 
structures in place, as well as the potential for social instability, military unrest, or diplomatic 
developments that could prove adverse to the interests of U.S. investors. Individual foreign economies 
can 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. In addition, significant external political and economic risks currently affect some foreign 
countries. For example, both Taiwan and China still claim sovereignty over one another and there is a 
demilitarized border and hostile relations between North and South Korea. War and terrorism affect many 
countries, especially those in Africa and the Middle East. Many countries throughout the world are 
dependent on a healthy U.S. economy and are adversely affected when the U.S. economy weakens or its 
markets decline. For example, in 2007 and 2008, the meltdown in the U.S. subprime mortgage market 
quickly spread throughout global credit markets, triggering a liquidity crisis that affected fixed-income 
and equity markets around the world. European countries can be significantly affected by the tight fiscal 
and monetary controls that the European Economic and Monetary Union (“EMU”) imposes for 
membership. Europe’s economies are diverse, its governments are decentralized, and its cultures vary 
widely. In 2010, several EU countries, including Greece, Ireland, Italy, Spain, and Portugal, began to face 
budget issues, some of which may have negative long-term effects for the economies of those countries 
and other EU countries. There is continued concern about national-level support for the euro and the 
accompanying coordination of fiscal and wage policy among EMU member countries.  Member countries 
are required to maintain tight control over inflation, public debt, and budget deficit to qualify for 
membership in the EMU. These requirements can severely limit EMU member countries’ ability to 
implement monetary policy to address regional economic conditions. 
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Governments in certain foreign countries continue to participate to a significant degree, through 
ownership interest or regulation, in their respective economies. Action by these governments could have a 
significant effect on market prices of securities and payment of dividends. The economies of many 
foreign countries are heavily dependent upon international trade and are accordingly affected by 
protective trade barriers and economic conditions of their trading partners. The enactment by these 
trading partners of protectionist trade legislation could have a significant adverse effect upon the 
securities markets of such countries. 

In making investment decisions for the Fund, the investment adviser or subadviser evaluates the 
risks associated with investing Fund assets in a particular country, including risks stemming from a 
country’s financial infrastructure and settlement practices; the likelihood of expropriation, nationalization 
or confiscation of invested assets; prevailing or developing custodial practices in the country; the 
country’s laws and regulations regarding the safekeeping, maintenance and recovery of invested assets; 
the likelihood of government-imposed exchange control restrictions which could impair the liquidity of 
Fund assets maintained with custodians in that country, as well as risks from political acts of foreign 
governments (“country risks”).  The investment adviser’s or subadviser’s decisions regarding these risks 
may not be correct or may prove to be unwise and any losses resulting from investing in foreign countries 
will be borne by the Fund. 

Holding Fund assets in foreign countries presents additional risks including, but not limited to, 
the risks that a particular foreign custodian or depositary will not exercise proper care with respect to 
Fund assets or will not have the financial strength or adequate practices and procedures to properly 
safeguard Fund assets.  The Fund may be precluded from investing in certain foreign countries until such 
time as adequate custodial arrangements can be established. 

Forward Commitments, When-Issued Securities and Delayed Delivery Transactions 

The Fund may purchase or sell securities on a when-issued or delayed-delivery basis and make 
contracts to purchase or sell securities for a fixed price at a future date beyond customary settlement time.  
Securities purchased or sold on a when-issued, delayed-delivery or forward commitment basis involve a 
risk of loss if the value of the security to be purchased declines prior to the settlement date.  Although the 
Fund would generally purchase securities on a when-issued, delayed-delivery or forward commitment 
basis with the intention of acquiring the securities, the Fund may dispose of such securities prior to 
settlement if its investment adviser or subadviser deems it appropriate to do so. 

The Fund may dispose of or re-negotiate a when-issued or forward commitment after entering 
into these transactions.  The Fund will normally realize a capital gain or loss in connection with these 
transactions.  For purposes of determining the Fund’s average dollar-weighted maturity, the maturity of 
when-issued or forward commitment securities will be calculated from the commitment date. 

When the Fund purchases securities on a when-issued, delayed delivery or forward commitment 
basis, the Fund will segregate cash or liquid securities having a value (determined daily) at least equal to 
the amount of the Fund’s purchase commitments.  In the case of a forward commitment to sell portfolio 
securities, the Fund will segregate the portfolio securities while the commitment is outstanding.  
Whenever the Fund is required to segregate assets for 1940 Act purposes, notations on the books of the 
Trust’s custodian or fund accounting agent are sufficient to constitute a segregated account.  See also 
“Derivative Instruments.” 

These procedures are designed to ensure that the Fund will maintain sufficient assets at all times 
to cover its obligations under when-issued purchases, forward commitments and delayed delivery 
transactions. 
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Futures Contracts 

Futures contracts are generally considered to be derivative securities. Typically, maintaining a 
futures contract or selling an option thereon requires the 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 thereafter on a daily basis as 
the marked to market value of the contract fluctuates. 

At maturity, a futures contract obligates the Fund to take or make delivery of certain securities or 
the cash value of a securities index.  The Fund may sell a futures contract in order to offset a decrease in 
the market value of its portfolio securities that might otherwise result from a market decline.  The Fund 
may do so either to hedge the value of its portfolio of securities as a whole, or to protect against declines, 
occurring prior to sales of securities, in the value of the securities to be sold.  Conversely, the Fund may 
purchase a futures contract in anticipation of purchases of securities.  In addition, the Fund may utilize 
futures contracts in anticipation of changes in the composition of its portfolio holdings or to seek 
exposure to a particular market or asset class in an attempt to achieve its objective. 

For federal income tax purposes, some gains derived by the Fund from the use of such 
instruments will be treated as a combination of short-term and long-term capital gains and, if not offset by 
realized capital losses incurred by the Fund, will be distributed to shareholders and will be taxable to 
shareholders as a combination of ordinary income and long-term capital gain. 

The Fund may purchase and sell call and put options on futures contracts traded on an exchange 
or board of trade.  When the Fund purchases an option on a futures contract, it has the right to assume a 
position as a purchaser or seller of a futures contract at a specified exercise price at any time during the 
option period.  When the Fund sells an option on a futures contract, it becomes obligated to purchase or 
sell a futures contract if the option is exercised.  In anticipation of a market advance, the Fund may 
purchase call options on futures contracts as a substitute for the purchase of futures contracts to hedge 
against a possible increase in the price of securities that the Fund intends to purchase.  Similarly, if the 
market is expected to decline, the Fund might purchase put options or sell call options on futures contracts 
rather than sell futures contracts.  In connection with the Fund’s position in a futures contract or option 
thereon, the Fund will segregate cash or liquid securities or will otherwise cover its position in accordance 
with applicable requirements of the SEC.  Whenever the Fund is required to segregate assets for 1940 Act 
purposes, notations on the books of the Trust’s custodian or fund accounting agent are sufficient to 
constitute a segregated account.  See also “Derivative Instruments.” 

The Fund may enter into a contract for the purchase or sale for future delivery of securities, 
including index contracts.  While futures contracts provide for the delivery of securities, deliveries usually 
do not occur.  Contracts are generally terminated by entering into offsetting transactions. 

The Fund may enter into such futures contracts to protect against the adverse effects of 
fluctuations in security prices or interest rates without actually buying or selling the securities.  For 
example, if interest rates are expected to increase, the Fund might enter into futures contracts for the sale 
of debt securities.  Such a sale would have much the same effect as selling an equivalent value of the debt 
securities owned by the Fund.  If interest rates did increase, the value of the debt securities in the portfolio 
would decline, but the value of the futures contracts to the Fund would increase at approximately the 
same rate, thereby keeping the net asset value of the Fund from declining as much as it otherwise would 
have.  Similarly, when it is expected that interest rates may decline, futures contracts may be purchased to 
hedge in anticipation of subsequent purchases of securities at higher prices.  Since the fluctuations in the 
value of futures contracts should be similar to those of debt securities, the Fund could take advantage of 
the anticipated rise in value of debt securities without actually buying them until the market had 
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stabilized.  At that time, the futures contracts could be liquidated and the Fund could then buy debt 
securities on the cash market. 

A stock index futures contract obligates the seller to deliver (and the purchaser to take) an amount 
of cash equal to a specific dollar amount times the difference between the value of a specific stock index 
at the close of the last trading day of the contract and the price at which the agreement was made.  Open 
futures contracts are valued on a daily basis and the Fund may be obligated to provide or receive cash 
reflecting any decline or increase in the contract’s value.  No physical delivery of the underlying stocks in 
the index is made in the future. 

With respect to options on futures contracts, when the Fund is temporarily not fully invested, it 
may purchase a call option on a futures contract to hedge against a market advance.  The purchase of a 
call option on a futures contract is similar in some respects to the purchase of a call option on an 
individual security.  Depending on the pricing of the option compared to either the price of the futures 
contract upon which it is based, or the price of the underlying debt securities, it may or may not be less 
risky than ownership of the futures contract or underlying debt securities.  As with the purchase of futures 
contracts, when the Fund is not fully invested, it may purchase a call option on a futures contract to hedge 
against a market advance. 

The writing of a call option on a futures contract constitutes a partial hedge against the declining 
price of the security or foreign currency that is deliverable upon exercise of the futures contract.  If the 
futures price at the expiration of the option is below the exercise price, the Fund will retain the full 
amount of the option premium which provides a partial hedge against any decline that may have occurred 
in the value of the Fund’s portfolio holdings.  The writing of a put option on a futures contract constitutes 
a partial hedge against the increasing price of the security or foreign currency, which is deliverable upon 
exercise of the futures contract.  If the futures price at the expiration of the option is higher than the 
exercise price, the Fund will retain the full amount of the option premium, which provides a partial hedge 
against any increase in the price of securities that the Fund intends to purchase. 

Call and put options on stock index futures are similar to options on securities except that, rather 
than the right to purchase or sell stock at a specified price, options on a stock index future give the holder 
the right to receive cash.  Upon exercise of the option, the delivery of the futures position by the writer of 
the option to the holder of the option will be accompanied by delivery of the accumulated balance in the 
writer’s futures margin account, which represents the amount by which the market price of the futures 
contract, at exercise, exceeds (in the case of a call) or is less than (in the case of a put) the exercise price 
of the futures contract.  If an option is exercised on the last trading day prior to the expiration date of the 
option, the settlement will be made entirely in cash equal to the difference between the exercise price of 
the option and the closing price of the futures contract on the expiration date. 

If a put or call option which the Fund has written is exercised, the Fund may incur a loss which 
will be reduced by the amount of the premium it received.  Depending on the degree of correlation 
between changes in the value of its portfolio securities and changes in the value of its options positions, 
the Fund’s losses from existing options on futures may to some extent be reduced or increased by changes 
in the value of portfolio securities. 

To the extent that market prices move in an unexpected direction, the Fund may not achieve the 
anticipated benefits of futures contracts or options on futures contracts or may realize a loss.  For 
example, if the Fund is hedged against the possibility of an increase in interest rates and interest rates 
decrease instead, the Fund would lose part or all of the benefit of the increased value, which it has 
because it would have offsetting losses in its futures position.  In addition, in such situations, if the Fund 
had insufficient cash, it may be required to sell securities from its portfolio to meet daily variation margin 
requirements.  Such sales of securities may, but will not necessarily, be at increased prices which reflect 
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the rising market.  The Fund may be required to sell securities at a time when it may be disadvantageous 
to do so. 

Options on securities, futures contracts, options on futures contracts and options on currencies 
may be traded on foreign exchanges.  Such transactions may not be regulated as effectively as similar 
transactions 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.  Some foreign 
exchanges may be principal markets so that no common clearing facility exists and a trader may look only 
to the broker for performance of the contract.  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 the Trust’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) lesser trading volume.  In addition, unless the Fund hedges against fluctuations in the exchange rate 
between the U.S. dollar and the currencies in which trading is done on foreign exchanges, any profits that 
the Fund might realize in trading could be eliminated by adverse changes in the exchange rate, or the 
Fund could incur losses as a result of those changes. 

Further, with respect to options on futures contracts, the Fund may seek to close out an option 
position by writing or buying an offsetting position covering the same securities or contracts with the 
same exercise price and expiration date.  The ability to establish and close out positions on options will be 
subject to the maintenance of a liquid secondary market, which cannot be assured. 

Illiquid Securities 

The Fund may invest up to 15% of its net assets in securities that are illiquid.  Securities are 
generally considered illiquid if they cannot be disposed of within seven days in the ordinary course of 
business at approximately the price at which the Fund values the security.  Illiquid securities will 
generally include but are not limited to:  insurance funding agreements, repurchase agreements and time 
deposits with notice/termination dates in excess of seven days; unlisted over-the-counter options swap 
agreements; interest rate caps, floors and collars; and certain securities which are subject to trading 
restrictions because they are not registered under the 1933 Act.  Foreign securities that are restricted as to 
resale in the U.S., but are freely tradable in their local market, are not considered illiquid. 

Investment Company Shares 

Investments by the Fund in other investment companies, including closed-end funds and ETFs, 
will be subject to the limitations of the 1940 Act, the rules and regulations thereunder and in certain 
circumstances, SEC exemptive orders.  By investing in securities of an investment company, Fund 
shareholders will indirectly bear the fees and expenses of that investment company in addition to the 
Fund’s own fees and expenses.  The Fund may rely on SEC orders that permit it to invest in certain ETFs 
beyond the limits contained in the 1940 Act, subject to certain terms and conditions of those orders.  
Pursuant to SEC rules, the Fund may invest in shares of affiliated and unaffiliated money market funds. 

Money Market Instruments 

Money market instruments include but are not limited to the following:  short-term corporate 
obligations, Certificates of Deposit (“CDs”), Eurodollar Certificates of Deposit (“Euro CDs”), Yankee 
Certificates of Deposit (“Yankee CDs”), foreign bankers’ acceptances, foreign commercial paper, letter of 
credit-backed commercial paper, time deposits, loan participations (“LPs”), variable- and floating-rate 
instruments, separately traded interest and principal securities (“STRIPS”) and master demand notes.  
Bank obligations may include bankers’ acceptances, negotiable certificates of deposit and non-negotiable 
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time deposits earning a specified return, issued for a definite period of time by a U.S. bank that is a 
member of the Federal Reserve System or is insured by the Federal Deposit Insurance Corporation 
(“FDIC”), or by a savings and loan association or savings bank that is insured by the FDIC.  Bank 
obligations also include U.S. dollar-denominated obligations of foreign branches of U.S. banks or of U.S. 
branches of foreign banks, all of the same type as domestic bank obligations.  Investments in bank 
obligations are limited to the obligations of financial institutions having more than $1 billion in total 
assets at the time of purchase. 

Domestic and foreign banks are subject to extensive but different government regulations, which 
may limit the amount and types of their loans and the interest rates that may be charged.  In addition, the 
profitability of the banking industry is largely dependent upon the availability and cost of funds to finance 
lending operations and the quality of underlying bank assets. 

Investments in obligations of foreign branches of U.S. banks and of U.S. branches of foreign 
banks may subject the Fund to additional investment risks, including future political and economic 
developments, possible imposition of withholding taxes on interest income, possible seizure or 
nationalization of foreign deposits, possible establishment of exchange controls or the adoption of other 
foreign governmental restrictions which might adversely affect the payment of principal and interest on 
such obligations.  In addition, foreign branches of U.S. banks and U.S. branches of foreign banks may be 
subject to less stringent reserve requirements and to different accounting, auditing, reporting and record 
keeping standards than those applicable to domestic branches of U.S. banks.  Investments in the 
obligations of U.S. branches of foreign banks or foreign branches of U.S. banks will be made only when 
the investment adviser or subadviser believes that the credit risk with respect to the investment is 
minimal. 

Euro CDs, Yankee CDs and foreign bankers’ acceptances involve risks that are different from 
investments in securities of U.S. banks.  The major risk, which is sometimes referred to as “sovereign 
risk,” pertains to possible future unfavorable political and economic developments, possible withholding 
taxes, seizures of foreign deposits, currency controls, interest limitations or other governmental 
restrictions which might affect payment of principal or interest.  Investment in foreign commercial paper 
also involves risks that are different from investments in securities of commercial paper issued by U.S. 
companies.  Non-U.S. securities markets generally are not as developed or efficient as those in the U.S.  
Such securities may be less liquid and more volatile than securities of comparable U.S. corporations.  
Non-U.S. issuers are not generally subject to uniform accounting and financial reporting standards, 
practices and requirements comparable to those applicable to U.S. issuers.  In addition, there may be less 
public information available about foreign banks, their branches and other issuers. 

Time deposits usually trade at a premium over Treasuries of the same maturity.  Investors regard 
such deposits as carrying some credit risk, which Treasuries do not.  Also, investors regard time deposits 
as being sufficiently less liquid than Treasuries; hence, investors demand some extra yield for buying time 
deposits rather than Treasuries. 

Commercial paper may include variable- and floating-rate instruments, which are unsecured 
instruments that permit the interest on indebtedness thereunder to vary.  Variable-rate instruments provide 
for periodic adjustments in the interest rate.  Floating-rate instruments provide for automatic adjustment 
of the interest rate whenever some other specified interest rate changes.  Some variable- and floating-rate 
obligations are direct lending arrangements between the purchaser and the issuer and there may be no 
active secondary market.  However, in the case of variable- and floating-rate obligations with the demand 
feature, the Fund may demand payment of principal and accrued interest at a time specified in the 
instrument or may resell the instrument to a third party.  In the event an issuer of a variable- or floating-
rate obligation defaulted on its payment obligation, the Fund might be unable to dispose of the note 
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because of the absence of a secondary market and could, for this or other reasons, suffer a loss to the 
extent of the default.  Substantial holdings of variable- and floating-rate instruments could reduce 
portfolio liquidity. 

Mortgage-Backed Securities and Mortgage Pass-Through Securities 

Ginnie Mae (formally known as the Government National Mortgage Association) is a 
government-owned corporation that is an agency of the U.S. Department of Housing and Urban 
Development. Until recently, Fannie Mae (formally known as the Federal National Mortgage 
Association) and Freddie Mac (formally known as the Federal Home Loan Mortgage Corporation) were 
government-sponsored corporations owned entirely by private stockholders. Both issue mortgage-related 
securities that contain guarantees as to timely payment of interest and principal but that are not backed by 
the full faith and credit of the U.S. government. The timely payment of principal and interest on 
mortgage-backed securities issued or guaranteed by Ginnie Mae is backed by Ginnie Mae and the full 
faith and credit of the U.S. government. Securities issued by Ginnie Mae and other mortgage-backed 
securities may be purchased at a premium over the maturity value of the underlying mortgages.  This 
premium is not guaranteed and would be lost if prepayment occurs. Mortgage-backed securities issued by 
U.S. government agencies or instrumentalities other than Ginnie Mae are not “full faith and credit” 
obligations. Certain obligations, such as those issued by the Federal Home Loan Banks, Fannie Mae and 
Freddie Mac, are supported only by the credit of the issuer.  Unscheduled or early payments on the 
underlying mortgages may shorten the securities’ effective maturities and reduce returns. The Fund may 
agree to purchase or sell these securities with payment and delivery taking place at a future date.   

The value of the securities issued by Fannie Mae and Freddie Mac fell sharply in 2008 due to 
concerns that the firms did not have sufficient capital to offset losses. In mid-2008, the U.S. Treasury was 
authorized to increase the size of home loans that Fannie Mae and Freddie Mac could purchase in certain 
residential areas and, until 2009, to lend Fannie Mae and Freddie Mac emergency funds and to purchase 
the companies’ stock.  In September 2008, the U.S. Treasury announced that Fannie Mae and Freddie 
Mac had been placed in conservatorship by the Federal Housing Finance Agency (FHFA), a newly 
created independent regulator created under the Federal Housing Finance Regulatory Reform Act of 2008 
(Reform Act). The U.S. Treasury may take additional action with respect to the mortgage-related 
securities issued by these entities. 

FHFA, as conservator or receiver for Fannie Mae and Freddie Mac, has the power to repudiate 
any contract entered into by Fannie Mae or Freddie Mac prior to FHFA’s appointment as conservator or 
receiver, as applicable, if FHFA determines, in its sole discretion, that performance of the contract is 
burdensome and that repudiation of the contract promotes the orderly administration of Fannie Mae’s or 
Freddie Mac’s affairs. The Reform Act requires FHFA to exercise its right to repudiate any contract 
within a reasonable period of time after its appointment as conservator or receiver. 

In the event of repudiation, the payments of interest to holders of Fannie Mae or Freddie Mac 
mortgage-backed securities would be reduced if payments on the mortgage loans represented in the 
mortgage loan groups related to such mortgage-backed securities are not made by the borrowers or 
advanced by the servicer. Any actual direct compensatory damages for repudiating these guaranty 
obligations may not be sufficient to offset any shortfalls experienced by such mortgage-backed security 
holders. Further, in its capacity as conservator or receiver, FHFA has the right to transfer or sell any asset 
or liability of Fannie Mae or Freddie Mac without any approval, assignment or consent. Although FHFA 
has stated that it has no present intention to do so, if FHFA, as conservator or receiver, were to transfer 
any such guaranty obligation to another party, holders of Fannie Mae or Freddie Mac mortgage-backed 
securities would have to rely on that party for satisfaction of the guaranty obligation and would be 
exposed to the credit risk of that party. 
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In addition, certain rights provided to holders of mortgage-backed securities issued by Fannie 
Mae and Freddie Mac under the operative documents related to such securities may not be enforced 
against FHFA, or enforcement of such rights may be delayed, during the conservatorship or any future 
receivership. The operative documents for Fannie Mae and Freddie Mac mortgage-backed securities may 
provide (or with respect to securities issued prior to the date of the appointment of the conservator may 
have provided) that upon the occurrence of an event of default on the part of Fannie Mae or Freddie Mac, 
in its capacity as guarantor, which includes the appointment of a conservator or receiver, holders of such 
mortgage-backed securities have the right to replace Fannie Mae or Freddie Mac as trustee if the requisite 
percentage of mortgage-backed securities holders consent. The Reform Act prevents mortgage-backed 
security holders from enforcing such rights if the event of default arises solely because a conservator or 
receiver has been appointed. The Reform Act also provides that no person may exercise any right or 
power to terminate, accelerate or declare an event of default under certain contracts to which Fannie Mae 
or Freddie Mac is a party, or obtain possession of or exercise control over any property of Fannie Mae or 
Freddie Mac, or affect any contractual rights of Fannie Mae or Freddie Mac, without the approval of 
FHFA, as conservator or receiver, for a period of 45 or 90 days following the appointment of FHFA as 
conservator or receiver, respectively. 

Other mortgage-backed securities are issued by private issuers, generally originators of and 
investors in mortgage loans, including savings associations, mortgage bankers, commercial banks, 
investment bankers and special purpose entities.  These private label securities may be supported by U.S. 
government mortgage-backed securities or some form of non-government credit enhancement.  
Mortgage-backed securities have either fixed or adjustable interest rates.  The rate of return on mortgage-
backed securities may be affected by prepayments of principal on the underlying loans, which generally 
increase as interest rates decline. As a result, when interest rates decline, holders of these securities 
normally do not benefit from appreciation in market value to the same extent as holders of other non-
callable debt securities.  In addition, like other debt securities, the values of mortgage-related securities, 
including government and government-related mortgage pools, generally will fluctuate in response to 
market interest rates. 

The market value and yield of these mortgage-backed securities can vary due to market interest 
rate fluctuations and early prepayments of underlying mortgages. These securities represent ownership in 
a pool of federally insured mortgage loans with a maximum maturity of 30 years. A decline in interest 
rates may lead to a faster rate of repayment of the underlying mortgages, and may expose the Fund to a 
lower rate of return upon reinvestment. To the extent that such mortgage-backed securities are held by the 
Fund, the prepayment right will tend to limit to some degree the increase in net asset value of the Fund 
because the value of the mortgage-backed securities held by the Fund may not appreciate as rapidly as the 
price of non-callable debt securities. Mortgage-backed securities are subject to the risk of prepayment and 
the risk that the underlying loans will not be repaid. Because principal may be prepaid at any time, 
mortgage-backed securities may involve significantly greater price and yield volatility than traditional 
debt securities. At times, the Fund may invest in securities that pay higher than market interest rates by 
paying a premium above the securities’ par value. Prepayments of these securities may cause losses on 
securities purchased at a premium. Unscheduled payments, which are made at par value, will cause the 
Fund to experience a loss equal to any unamortized premium. 

When interest rates rise, mortgage prepayment rates tend to decline, thus lengthening the life of a 
mortgage-related security and increasing the price volatility of that security, affecting the price volatility 
of the Fund’s shares. The negative effect of interest rate increases on the market-value of mortgage 
backed securities is usually more pronounced than it is for other types of fixed-income securities 
potentially increasing the volatility of the Fund. 
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Interests in pools of mortgage-backed securities differ from other forms of debt securities, which 
normally provide for periodic payment of interest in fixed amounts with principal payments at maturity or 
specified call dates. Instead, these securities provide a monthly payment which consists of both interest 
and principal payments. In effect, these payments are a “pass-through” of the monthly payments made by 
the individual borrowers on their mortgage loans, net of any fees paid to the issuer or guarantor of such 
securities. Additional payments are caused by repayments of principal resulting from the sale of the 
underlying property, refinancing or foreclosure, net of fees or costs which may be incurred. Some 
mortgage-related securities (such as securities issued by Ginnie Mae) are described as “modified pass-
throughs.” These securities entitle the holder to receive all interest and principal payments owed on the 
mortgage pool, net of certain fees, at the scheduled payment dates regardless of whether or not the 
mortgagor actually makes the payment. 

The Fund may also invest in pass-through certificates issued by non-governmental issuers. Pools 
of conventional residential mortgage loans created by such issuers generally offer a higher rate of interest 
than government and government-related pools because there are no direct or indirect government 
guarantees of payment.  Timely payment of interest and principal of these pools is, however, generally 
supported by various forms of insurance or guarantees, including individual loan, title, pool and hazard 
insurance. The insurance and guarantees are issued by government entities, private insurance and the 
mortgage poolers. The Fund may buy mortgage-related securities with or without insurance or guarantees 
if through an examination of the loan experience and practices of the poolers, an investment adviser or 
subadviser determines that the securities meet the Fund’s investment objectives and policies. The markets 
for certain mortgage-backed securities, particularly private label (non-governmental) securities, may be 
very thin. The Fund’s ability to dispose of its positions in such securities will depend upon the degree of 
liquidity in the market for such securities. It is impossible to predict the degree of liquidity of such 
securities in the future. 

 
Multiple Class Mortgage-Backed Securities – The Fund may invest in multiple class mortgage-

backed securities including collateralized mortgage obligations (CMOs) and real estate mortgage 
investment conduits (REMIC Certificates). CMOs and REMIC Certificates are debt instruments, and 
these securities may be issued by U.S. government agencies and instrumentalities such as Fannie Mae or 
Freddie Mac or by trusts formed by private originators of, or investors in, mortgage loans, including 
savings and loan associations, mortgage bankers, commercial banks, insurance companies, investment 
banks and special purpose subsidiaries of the foregoing. In general, CMOs are debt obligations of a legal 
entity that are collateralized by a pool of mortgage loans or mortgage-backed securities the payments on 
which are used to make payments on the CMOs or multiple class mortgage-backed securities. REMIC 
Certificates represent beneficial ownership interests in a REMIC trust, generally consisting of mortgage 
loans or Fannie Mae, Freddie Mac or Ginnie Mae guaranteed mortgage-backed securities. To the extent 
that a CMO or REMIC Certificate is collateralized by Ginnie Mae guaranteed mortgage-backed 
securities, holders of the CMO or REMIC Certificate receive all interest and principal payments owed on 
the mortgage pool, net of certain fees, regardless of whether the mortgagor actually makes the payments, 
as a result of the Ginne Mae guaranty, which is backed by the full faith and credit of the U.S. government. 
The obligations of Fannie Mae or Freddie Mac under their respective guaranty of the REMIC Certificates 
are obligations solely of Fannie Mae or Freddie Mac, respectively. 

 
The principal of and interest on the mortgage-backed securities may be allocated among the 

several classes, also referred to as “tranches” in various ways. Each tranche of a mortgage-backed 
security is issued at a specified coupon rate or adjustable rate and has a stated maturity or final 
distribution date.  Principal prepayments on collateral underlying a mortgage-backed security may cause 
it to be retired substantially earlier than the stated maturities or final distribution dates.  Interest is paid or 
accrued on all classes on a monthly, quarterly or semi-annual basis. In certain structures (known as 
sequential pay CMOs or REMIC Certificates), payments of principal, including any principal 
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prepayments, on the mortgage-backed securities generally are applied to the classes of CMOs or REMIC 
Certificates in the order of their respective final distribution dates. Thus, no payment of principal will be 
made on any class of sequential pay CMOs or REMIC Certificates until all other classes having an earlier 
final distribution date have been paid in full. Additional structures of CMOs and REMIC Certificates 
include, among others, “parallel pay” CMOs and REMIC Certificates. Parallel pay CMOs or REMIC 
Certificates are those which are structured to apply principal payments and prepayments of the mortgage-
backed securities to two or more classes concurrently on a proportionate or disproportionate basis. These 
simultaneous payments are taken into account in calculating the final distribution date of each class. 

 
A wide variety of REMIC Certificates may be issued in parallel pay or sequential pay structures. 

These securities include accrual certificates (Z Bonds), which only accrue interest at a specified rate until 
all other certificates having an earlier final distribution date have been retired and are converted thereafter 
to an interest-paying security, and planned amortization class (PAC) certificates, which are parallel pay 
REMIC Certificates that generally require that specified amounts of principal be applied on each payment 
date to one or more classes of REMIC Certificates (PAC Certificates), even though all other principal 
payments and prepayments of the mortgage-backed securities are then required to be applied to one or 
more other classes of the PAC Certificates. The scheduled principal payments for the PAC Certificates 
generally have the highest priority on each payment date after interest due has been paid to all classes 
entitled to receive interest currently. Shortfalls, if any, are added to the amount payable on the next 
payment date. The PAC Certificate payment schedule is taken into account in calculating the final 
distribution date of each class of PAC. In order to create PAC tranches, one or more tranches generally 
must be created that absorb most of the volatility in the underlying mortgage-backed securities. These 
tranches tend to have market prices and yields that are much more volatile than other PAC classes. 

 
One or more tranches of a CMO or a REMIC Certificate (collectively, “floating-rate CMOs”) 

may have coupon rates which reset periodically at a specified increment over an index such as the London 
Interbank Offered Rate (“LIBOR”). These floating-rate CMOs may be backed by fixed-rate or adjustable-
rate mortgages. Floating-rate CMOs are typically issued with lifetime “caps” on the coupon rate.  These 
caps, similar to the caps on adjustable-rate mortgages, represent a ceiling beyond which the coupon rate 
on a floating-rate CMO may not be increased regardless of increases in the interest rate index to which the 
floating-rate CMO is geared. The structure and performance of floating-rate tranches will vary widely as 
interest rates change.  

Resets – The interest rates paid on the floating-rate CMOs in which the Fund may invest 
generally are readjusted at intervals of one year or less to an increment over some predetermined interest 
rate index. There are three main categories of indices: those based on U.S. Treasury securities, those 
derived from a calculated measure such as a cost of funds index or a moving average of mortgage rates.  
Commonly utilized indices include: the one-year, three-year and five-year constant maturity Treasury 
rates, the three-month Treasury bill rate, the six-month Treasury bill rate, rates on longer-term Treasury 
securities, the 11th District Federal Home Loan Bank Cost of Funds, the National Median Cost of Funds, 
the one-, three- or six-month or one-year LIBOR, the prime rate of a specific bank or commercial paper 
rates.  Some indices, such as the one-year constant maturity Treasury rate, closely mirror changes in 
market interest rate levels. Others, such as the 11th District Federal Home Loan Bank Cost of Funds 
index, tend to lag behind changes in market rate levels and tend to be somewhat less volatile. 

Caps and Floors – The underlying mortgages which collateralize the floating-rate CMOs in 
which the  Fund may invest will frequently have caps and floors which limit the maximum amount by 
which the loan rate to the residential borrower may change up or down (1) per reset or adjustment interval 
and (2) over the life of the loan. Some residential mortgage loans restrict periodic adjustments by limiting 
changes in the borrower’s monthly principal and interest payments rather than limiting interest rate 
changes. These payment caps may result in negative amortization. 
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CMOs and REMIC Certificates are subject to credit risk, interest rate risk and liquidity risk.  
Generally, CMOs and REMIC Certificates issued by U.S. government agencies and instrumentalities 
have lower credit risk than private label CMOs and REMIC Certificates because the underlying 
mortgages are either guaranteed by the U.S. government or carry an implicit guarantee of a government-
sponsored enterprise.  Private label CMOs and REMIC Certificates may carry higher credit risk, 
depending on the underlying collateral.  The degree of credit risk will be reflected in the credit rating of 
the security.  Yields on private label CMOs and REMIC Certificates historically have been higher than 
the yields on CMOs and REMIC Certificates issued or guaranteed by U.S. government agencies.  
However, the risk of loss due to default on such instruments is higher since they are not guaranteed by the 
U.S. government.  The Fund will not invest in subordinated privately issued CMOs and REMIC 
Certificates. CMOs and REMIC Certificates have a high degree of interest rate risk.  The value of a CMO 
and a REMIC Certificate will fluctuate more widely in response to interest rate changes than a standard 
debt security.   

Liquidity risk is the risk that the investor will be unable to find a buyer interested in purchasing 
the security or willing to pay the desired price for the security.  If the Fund has to sell the security before 
maturity, some of the principal could be lost. The markets for CMOs and REMIC Certificates, 
particularly private label CMOs and REMIC Certificates, at times may be very thin.  The Fund’s ability to 
dispose of its positions in such securities will depend upon the degree of liquidity in the market for such 
securities.  It is impossible to predict the degree of liquidity of such securities in the future. 

 
The prices of certain CMOs and REMIC Certificates, depending on their structure and the rate of 

prepayments, may be volatile. Some CMOs may also not be as liquid as other securities. In addition, the 
value of a CMO or REMIC Certificate, including those collateralized by mortgage-backed securities 
issued or guaranteed by U.S. government agencies or instrumentalities, may be affected by other factors, 
such as the availability of information concerning the pool and its structure, the creditworthiness of the 
servicing agent for the pool, the originator of the underlying assets, or the entities providing credit 
enhancement. The value of these securities also can depend on the ability of their servicers to service the 
underlying collateral and is, therefore, subject to risks associated with servicers' performance, including 
mishandling of documentation. The Fund is permitted to invest in other types of mortgage-backed 
securities that may be available in the future to the extent consistent with its investment policies and 
objective. 

 
Stripped Mortgage Securities – Stripped Mortgage Securities may be issued by Federal 

Agencies, or by private originators of, or investors in, mortgage loans, including savings and loan 
associations, mortgage banks, commercial banks, investment banks and special purpose subsidiaries of 
the foregoing. Stripped Mortgage Securities not issued by Federal Agencies will be treated by the Fund as 
illiquid securities so long as the staff of the SEC maintains its position that such securities are illiquid. 
Stripped Mortgage Securities issued by Federal Agencies generally will be treated by the Fund as liquid 
securities under procedures adopted by the Fund and approved by the Board.  

Stripped Mortgage Securities usually are structured with two classes that receive different 
proportions of the interest and principal distribution of a pool of mortgage assets. A common type of 
Stripped Mortgage Security will have one class receiving some of the interest and most of the principal 
from the mortgage assets, while the other class will receive most of the interest and the remainder of the 
principal. In the most extreme case, one class will receive all of the interest (the interest-only or “IO” 
class), while the other class will receive all of the principal (the principal-only or “PO” class). PO classes 
generate income through the accretion of the deep discount at which such securities are purchased, and, 
while PO classes do not receive periodic payments of interest, they receive monthly payments associated 
with scheduled amortization and principal prepayment from the mortgage assets underlying the PO class. 
The yield to maturity on a PO or an IO class security is extremely sensitive to the rate of principal 



 

 20  

payments (including prepayments) on the related underlying mortgage assets. A slower than expected rate 
of principal payments may have an adverse effect on a PO class security’s yield to maturity. If the 
underlying mortgage assets experience slower than anticipated principal repayment, the Fund may fail to 
fully recoup its initial investment in these securities. Conversely, a rapid rate of principal payments may 
have a material adverse effect on an IO class security’s yield to maturity. If the underlying mortgage 
assets experience greater than anticipated prepayments or principal, the Fund may fail to fully recoup its 
initial investment in these securities.  

The Fund may purchase Stripped Mortgage Securities for income, or for hedging purposes to 
protect the Fund’s portfolio against interest rate fluctuations. For example, since an IO class will tend to 
increase in value as interest rates rise, it may be utilized to hedge against a decrease in value of other 
fixed-income securities in a rising interest rate environment.  

 
Impact of Sub-Prime Mortgage Market – The Fund may invest in mortgage-backed, asset-

backed and other fixed-income securities whose value and liquidity may be adversely affected by the 
critical downturn in the sub-prime mortgage lending market in the United States. Sub-prime loans, which 
have higher interest rates, are made to borrowers with low credit ratings or other factors that increase the 
risk of default. Concerns about widespread defaults on sub-prime loans have also created heightened 
volatility and turmoil in the general credit markets. As a result, the Fund’s investments in certain fixed-
income securities may decline in value, their market value may be more difficult to determine, and the 
Fund may have more difficulty disposing of them. 

 
Other Mortgage-Backed Securities – The investment adviser or subadviser anticipates that 

governmental, government-related or private entities may create mortgage loan pools and other mortgage-
related securities offering mortgage pass-through and mortgage-collateralized investments in addition to 
those described above. The mortgages underlying these securities may include alternative mortgage 
instruments, that is, mortgage instruments whose principal or interest payments may vary or whose terms 
to maturity may differ from customary long-term fixed-rate mortgages.  As new types of mortgage-related 
securities are developed and offered to investors, the investment adviser or subadviser will, consistent 
with the Fund’s investment objective and policies, consider making investments in such new types of 
mortgage-related securities. 

General Risks Of Mortgage Securities – Mortgage securities differ from conventional bonds in 
that principal is paid back over the life of the mortgage security rather than at maturity. As a result, the 
holder of the mortgage securities (i.e., the Fund) receives monthly scheduled payments of principal and 
interest and may receive unscheduled principal payments representing payments on the underlying 
mortgages.  When the holder reinvests the payments and any unscheduled prepayments of principal it 
receives, it may receive a rate of interest that is lower than the rate on the existing mortgage securities. 
For this reason, mortgage securities may be less effective than other types of securities as a means of 
“locking in” long-term interest rates. 

A decline in interest rates may lead to a faster rate of repayment of the underlying mortgages and 
expose a Fund to a lower rate of return upon reinvestment. To the extent that such mortgage-backed 
securities are held by the Fund, the prepayment right of mortgagors may decrease or limit the increase in 
net asset value of the Fund because the value of the mortgage-backed securities held by the Fund may 
decline more than or may not appreciate as much as the price of non-callable debt securities. To the extent 
market interest rates increase beyond the applicable cap or maximum rate on a mortgage security, the 
market value of the mortgage security would likely decline to the same extent as a conventional fixed-rate 
security. The volatility of the security would likely increase, however, because the expected decline in 
prepayments would lead to longer effective maturity of the underlying mortgages. An investment in 
mortgage securities is also subject to extension risk, which is the risk that interest rates will rise and 
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prepayment speeds will slow, and the Fund will be left holding the security longer than expected and miss 
out on opportunities to earn higher rates in the new interest rate environment. 

In addition, to the extent mortgage securities are purchased at a premium, mortgage foreclosures 
and unscheduled principal prepayments may result in some loss of the holder’s principal investment to the 
extent of the premium paid. On the other hand, if mortgage securities are purchased at a discount, both a 
scheduled payment of principal and an unscheduled prepayment of principal will increase current and 
total returns and, in the case of an unscheduled payment of principal, will accelerate the recognition of 
income which when distributed to shareholders will be taxable as ordinary income for federal income tax 
purposes. 

With respect to pass-through mortgage pools issued by non-governmental issuers, there can be no 
assurance that the private insurers associated with such securities can meet their obligations under the 
policies. Securities issued by certain private organizations may not be readily marketable. The purchase of 
such securities is subject to the Fund’s limit with respect to investment in illiquid securities. 

 
Municipal Securities 

Municipal securities consist of (i) debt obligations issued by or on behalf of public authorities to 
obtain funds to be used for various public facilities, for refunding outstanding obligations, for general 
operating expenses, and for lending such funds to other public institutions and facilities, and (ii) certain 
private activity and industrial development bonds issued by or on behalf of public authorities to obtain 
funds to provide for the construction, equipment, repair, or improvement of privately operated facilities. 
General obligation bonds are backed by the taxing power of the issuing municipality.  Revenue bonds are 
backed by the revenues of a project or facility; tolls from a toll bridge for example.  The payment of 
principal and interest on private activity and industrial development bonds generally is dependent solely 
on the ability of the facility’s user to meet its financial obligations and the pledge, if any, of real and 
personal property so financed as security for such payment. 

Municipal securities include both municipal notes and municipal bonds. Municipal notes include 
general obligation notes, tax anticipation notes, revenue anticipation notes, bond anticipation notes, 
certificates of indebtedness, demand notes and construction loan notes. Municipal bonds include general 
obligation bonds, revenue or special obligation bonds, private activity and industrial development bonds. 

The Fund’s investments in municipal securities is limited to those obligations that are sufficiently 
liquid that they can be sold at or near their carrying value within a reasonably short period of time and 
either (i) are subject to no greater than moderate credit risk; or (ii) if the issuer of the municipal securities, 
or the entity supplying the revenues or other payments from which the issue is to be paid, has been in 
continuous operation for less than three years, including the operation of any predecessors, the securities 
are subject to a minimal or low amount of credit risk. 

The municipal securities in which the Fund may invest include both tax-exempt and taxable 
securities.  The interest paid on most municipal obligations is generally exempt from federal income tax 
for most investors.  However, certain municipal obligations do not qualify for federal tax-exempt status 
because (i) they did not receive necessary authorization for tax-exempt treatment from state or local 
government authorities; (ii) they exceed certain regulatory limitations on the cost of issuance for tax-
exempt financing; or (iii) they finance public or private activities that do not qualify for the federal 
income tax exemption.  These non-qualifying activities might include, for example, certain types of multi-
family housing, certain professional and local sports facilities, refinancing of certain municipal debt, and 
borrowing to replenish a municipality’s underfunded pension plan. 



 

 22  

The Fund may purchase industrial development and pollution control bonds.  These bonds are 
issued by or on behalf of public authorities to raise money to finance various privately-operated facilities 
for business and manufacturing, housing, sports, and pollution control. These bonds are also used to 
finance public facilities such as airports, mass transit systems, ports and parking facilities. The payment of 
the principal and interest on such bonds is dependent solely on the ability of the facility’s user to meet its 
financial obligations and the pledge, if any, of real and personal property so financed as security for such 
payment. 

Options 

A call option enables the purchaser, in return for the premium paid, to purchase securities from 
the writer of the option at an agreed price up to an agreed date.  The advantage is that the purchaser may 
hedge against an increase in the price of securities it ultimately wishes to buy or may take advantage of a 
rise in a particular index.  Except as otherwise provided in the Prospectus or in this SAI, the Fund will 
only purchase call options to the extent that the premiums paid on all outstanding call options do not 
exceed 20% of such Fund’s total assets.  The Fund will only sell or write call options on a covered basis 
(e.g., on securities it holds in its portfolio).  A put option enables the purchaser of the option, in return for 
the premium paid, to sell the security underlying the option to the writer at the exercise price during the 
option period.  The writer of the option has the obligation to purchase the security from the purchaser of 
the option.  The advantage is that the purchaser can be protected should the market value of the security 
decline or should a particular index decline.  Except as otherwise provided in the Prospectus or in this 
SAI, the Fund will only purchase put options to the extent that the premiums on all outstanding put 
options do not exceed 20% of the Fund’s total assets.  The Fund will only write put options on a secured 
basis.  Cash or other collateral will be segregated by the Fund for such options.  Whenever the Fund is 
required to segregate assets for 1940 Act purposes, notations on the books of the Trust’s custodian or 
fund accounting agent are sufficient to constitute a segregated account.  The Fund will receive premium 
income from writing put options, although it may be required, when the put is exercised, to purchase 
securities at higher prices than the current market price.  At the time of purchase, the Fund will receive 
premium income from writing call options, which may offset the cost of purchasing put options and may 
also contribute to the Fund’s total return.  The Fund may lose potential market appreciation if the 
judgment of its investment adviser or subadviser is incorrect with respect to interest rates, security prices 
or the movement of indices.  See also “Derivative Instruments.” 

An option on a securities index gives the purchaser of the option, in return for the premium paid, 
the right to receive cash from the seller equal to the difference between the closing price of the index and 
the exercise price of the option. 

Closing transactions essentially let the Fund offset put options or call options prior to exercise or 
expiration.  If the Fund cannot effect a closing transaction, it may have to hold a security it would 
otherwise sell or deliver a security it might want to hold. 

The Fund may use exchange traded options, and as permitted by law, options traded over-the-
counter.  It is the position of the SEC that over-the-counter options are illiquid.  Accordingly, the Fund 
will invest in such options only to the extent consistent with its 15% limit on investments in illiquid 
securities. 

Options are generally considered to be derivative securities.  Options may relate to particular 
securities, stock indices or financial instruments, they may or may not be listed on a national securities 
exchange and they may or may not be issued by the Options Clearing Corporation.  Options trading is a 
highly specialized activity which entails greater than ordinary investment risk.  Options on particular 
securities may be more volatile than the underlying securities, and on a percentage basis, an investment in 
options may be subject to greater fluctuation than an investment in the underlying securities themselves. 
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The Fund will write call options only if they are “covered.”  In the case of a call option on a 
security, the option is “covered” if the Fund owns the security underlying the call or has an absolute and 
immediate right to acquire that security without additional cash consideration (or, if additional cash 
consideration is required, cash or liquid securities in such amount will be segregated by the Fund) upon 
conversion or exchange of other securities held by it.  For a call option on an index, the option is covered 
if the Fund maintains with its custodian a diversified stock portfolio or liquid assets equal to the contract 
value. 

A call option is also covered if the Fund holds a call on the same security or index as the call 
written where the exercise price of the call held is (i) equal to or less than the exercise price of the call 
written or (ii) greater than the exercise price of the call written provided the difference is maintained by 
the Fund in cash or liquid securities in a segregated account with its custodian or fund accounting agent.  
The Fund will write put options only if they are “secured” by liquid assets maintained in a segregated 
account by the Trust’s custodian or fund accounting agent in an amount not less than the exercise price of 
the option at all times during the option period.  Whenever the Fund is required to segregate assets for 
1940 Act purposes, notations on the books of the Trust’s custodian or fund accounting agent are sufficient 
to constitute a segregated account.  See also “Derivative Instruments.”  The Fund’s obligation to sell a 
security subject to a covered call option written by it, or to purchase a security subject to a secured put 
option written by it, may be terminated prior to the expiration date of the option by the Fund’s execution 
of a closing purchase transaction, which is effected by purchasing on an exchange an option of the same 
series as the previously written option.  Such a purchase does not result in the ownership of an option.  A 
closing purchase transaction will ordinarily be effected to realize a profit on an outstanding option, to 
prevent an underlying security from being called, to permit the sale of the underlying security, or to 
permit the writing of a new option containing different terms on such underlying security.  The cost of 
such a liquidation purchase plus transaction costs may be greater than the premium received upon the 
original option, in which event the Fund will have incurred a loss in the transaction. 

There is no assurance that a liquid secondary market will exist for any particular option.  An 
option writer, unable to effect a closing purchase transaction, will not be able to sell the underlying 
security (in the case of a covered call option) or liquidate the segregated securities (in the case of a 
secured put option) until the option expires or the optioned security is delivered upon exercise with the 
result that the writer in such circumstances will be subject to the risk of market decline or appreciation in 
the security during such period. 

Purchasing Call Options.  Except as otherwise provided in the Prospectus or in this SAI, the 
Fund may purchase call options to the extent that premiums paid by the Fund do not aggregate more than 
20% of the Fund’s total assets.  When the Fund purchases a call option, in return for a premium paid by 
the Fund to the writer of the option, the Fund obtains the right to buy the security underlying the option at 
a specified exercise price at any time during the term of the option.  The writer of the call option, who 
receives the premium upon writing the option, has the obligation, upon exercise of the option, to deliver 
the underlying security against payment of the exercise price.  The advantage of purchasing call options is 
that the Fund may alter portfolio characteristics and modify portfolio maturities without incurring the cost 
associated with transactions, except the cost of the option. 

Following the purchase of a call option, the Fund may liquidate its position by effecting a closing 
sale transaction by selling an option of the same series as the option previously purchased.  The Fund will 
realize a profit from a closing sale transaction if the price received on the transaction is more than the 
premium paid to purchase the original call option; the Fund will realize a loss from a closing sale 
transaction if the price received on the transaction is less than the premium paid to purchase the original 
call option. 
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Although the Fund will generally purchase only those call options for which there appears to be 
an active secondary market, there is no assurance that a liquid secondary market on an exchange will exist 
for any particular option, or at any particular time, and for some options no secondary market on an 
exchange may exist.  In such event, it may not be possible to effect closing transactions in particular 
options, with the result that the Fund would have to exercise its options in order to realize any profit and 
would incur brokerage commissions upon the exercise of such options and upon the subsequent 
disposition of the underlying securities acquired through the exercise of such options.  Further, unless the 
price of the underlying security changes sufficiently, a call option purchased by the Fund may expire 
without any value to the Fund, in which event the Fund would realize a capital loss which will be short-
term unless the option was held for more than one year. 

Covered Call Writing.  The Fund may write covered call options from time to time on such 
portions of their portfolios, without limit, as the investment adviser or subadviser determines is 
appropriate in pursuing the Fund’s investment objective.  The advantage to the Fund of writing covered 
calls is that the Fund receives a premium that is additional income.  However, if the security rises in 
value, the Fund may not fully participate in the market appreciation. 

During the option period, a covered call option writer may be assigned an exercise notice by the 
broker-dealer through whom such call option was sold, requiring the writer to deliver the underlying 
security against payment of the exercise price.  This obligation is terminated upon the expiration of the 
option or upon entering a closing purchase transaction.  A closing purchase transaction, in which the 
Fund, as writer of an option, terminates its obligation by purchasing an option of the same series as the 
option previously written, cannot be effected with respect to an option once the option writer has received 
an exercise notice for such option. 

Closing purchase transactions will ordinarily be effected to realize a profit on an outstanding call 
option, to prevent an underlying security from being called, to permit the sale of the underlying security 
or to enable the Fund to write another call option on the underlying security with either a different 
exercise price or expiration date or both.  The Fund may realize a net gain or loss from a closing purchase 
transaction depending upon whether the net amount of the original premium received on the call option is 
more or less than the cost of effecting the closing purchase transaction.  Any loss incurred in a closing 
purchase transaction may be partially or entirely offset by the premium received from a sale of a different 
call option on the same underlying security.  Such a loss may also be wholly or partially offset by 
unrealized appreciation in the market value of the underlying security.  Conversely, a gain resulting from 
a closing purchase transaction could be offset in whole or in part by a decline in the market value of the 
underlying security. 

If a call option expires unexercised, the Fund will realize a short-term capital gain in the amount 
of the premium on the option less the commission paid.  Such a gain, however, may be offset by 
depreciation in the market value of the underlying security during the option period, if such security is 
sold or there is another recognition event.  If a call option is exercised, the Fund will realize a gain or loss 
from the sale of the underlying security equal to the difference between the cost of the underlying security 
and the proceeds of the sale of the security plus the amount of the premium on the option less the 
commission paid. 

The Fund will write call options only on a covered basis, which means that the Fund will own the 
underlying security subject to a call option at all times during the option period.  Unless a closing 
purchase transaction is effected, the Fund would be required to continue to hold a security which it might 
otherwise wish to sell or deliver a security it would want to hold.  The exercise price of a call option may 
be below, equal to, or above the current market value of the underlying security at the time the option is 
written. 
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Purchasing Put Options.  Except as otherwise provided in the Prospectus or in this SAI, the 
Fund will only purchase put options to the extent that the premiums on all outstanding put options do not 
exceed 20% of the Fund’s total assets.  Except as otherwise provided in the Prospectus or in this SAI, 
with regard to the writing of put options, the Fund will limit the aggregate value of the obligations 
underlying such put options to 50% of its total assets.  The purchase of the put option on substantially 
identical securities held by the Fund will constitute a short sale for federal income tax purposes, which 
may result in a short-term capital gain on the sale of the security if such substantially identical securities 
were held by the Fund for not more than one year as of the date of the short sale or were acquired by the 
Fund after the short sale and on or before the closing date of the short sale. 

A put option purchased by the Fund gives it the right to sell one of its securities for an agreed 
price up to an agreed date.  The Fund may purchase put options in order to protect against a decline in the 
market value of the underlying security below the exercise price less the premium paid for the option 
(“protective puts”).  The ability to purchase put options allows the Fund to protect unrealized gains in an 
appreciated security in their portfolios without actually selling the security.  If the security does not drop 
in value, the Fund will lose the value of the premium paid.  The Fund may sell a put option which it has 
previously purchased prior to the sale of the securities underlying such option.  Such sale will result in a 
net gain or loss depending on whether the amount received on the sale is more or less than the premium 
and other transaction costs paid on the put option. 

The Fund may sell a put option purchased on individual portfolio securities.  Additionally, the 
Fund may enter into closing sale transactions.  A closing sale transaction is one in which the Fund, when 
it is the holder of an outstanding option, liquidates its position by selling an option of the same series as 
the option previously purchased. 

Writing Put Options.  The Fund may also write put options on a secured basis which means that 
the Fund will segregate liquid assets with its custodian or fund accounting agent, in an amount not less 
than the exercise price of the option at all times during the option period.  Whenever the Fund is required 
to segregate assets, notations on the books of the Trust’s custodian or fund accounting agent are sufficient 
to constitute a segregated account.  The amount of liquid assets held in the segregated account will be 
adjusted on a daily basis to reflect changes in the market value of the securities covered by the put option 
written by the Fund.  Secured put options will generally be written in circumstances where the investment 
adviser or subadviser wishes to purchase the underlying security for the Fund’s portfolio at a price lower 
than the current market price of the security.  In such event, the Fund would write a secured put option at 
an exercise price which, reduced by the premium received on the option, reflects the lower price it is 
willing to pay.  See also “Derivative Instruments.” 

Following the writing of a put option, the Fund may wish to terminate the obligation to buy the 
security underlying the option by effecting a closing purchase transaction.  This is accomplished by 
buying an option of the same series as the option previously written.  However, the Fund may not effect 
such a closing transaction after it has been notified of the exercise of the option. 

Foreign Currency Options.  The Fund may buy or sell put and call options on foreign currencies 
either on exchanges or in the over-the-counter market.  A put option on a foreign currency gives the 
purchaser of the option the right to sell a foreign currency at the exercise price until the option expires.  A 
call option on a foreign currency gives the purchaser of the option the right to purchase the currency at the 
exercise price until the option expires.  Currency options traded on U.S. or other exchanges may be 
subject to position limits that may limit the ability of the Fund to reduce foreign currency risk using such 
options. 
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Publicly Traded Partnerships  

Publicly traded partnerships are generally limited partnerships (or limited liability companies), 
the units of which may be listed and traded on a securities exchange or are readily tradeable on a 
secondary market (or its substantial equivalent).  The Fund may invest in publicly traded partnerships that 
are treated as partnerships for federal income tax purposes, subject to certain limitations contained in the 
Internal Revenue Code of 1986, as amended (the “Code”), for qualification as a regulated investment 
company.  These include master limited partnerships (“MLPs”) and other entities qualifying under limited 
exceptions in the Code.  Many MLPs derive income and gain from the exploration, development, mining 
or production, processing, refining, transportation or marketing of any mineral or natural resource or from 
real property.  The value of MLP units fluctuates predominantly based on prevailing market conditions 
and the success of the MLP.  The Fund may purchase common units of a MLP on an exchange as well as 
directly from the MLP or other parties in private placements.  Unlike owners of common stock of a 
corporation, owners of common units of a MLP have limited voting rights and have no ability to annually 
elect directors.  MLPs generally distribute all available cash flow (cash flow from operations less 
maintenance capital expenditures) in the form of quarterly distributions, but the Fund will be required to 
include in its taxable income its allocable share of the MLP’s income regardless of whether any 
distributions are made by the MLP.  Thus, if the distributions received by the Fund are less than that 
Fund’s allocable share of the MLP’s income, the Fund may be required to sell other securities so that it 
may satisfy the requirements to qualify as a regulated investment company and avoid federal income and 
excise taxes.  Common units typically have priority as to minimum quarterly distributions.  In the event of 
liquidation, common units have preference over subordinated units, but not debt or preferred units, to the 
remaining assets of the MLP. 

An investment in MLP units involves some risks that differ from an investment in the common 
stock of a corporation.  Holders of MLP units have limited control and voting rights on matters affecting 
the partnership.  Holders of MLP units of a particular MLP are also exposed to a remote possibility of 
liability for the obligations of that MLP under limited circumstances not expected to be applicable to the 
Fund.  The Fund will not acquire any interests in MLPs that are believed to expose the assets of the Fund 
to liabilities incurred by the MLP.  In addition, the value of the Fund’s investment in MLPs depends 
largely on the MLPs being treated as partnerships for federal income tax purposes.  If an MLP does not 
meet certain federal income tax requirements to maintain partnership status, or if it is unable to do so 
because of tax law changes, it would be taxed as a corporation.  In that case, the MLP would be obligated 
to pay income tax at the entity level and distributions received by the Fund generally would be taxed as 
dividend income.  As a result, there could be a reduction in the Fund’s cash flow and there could be a 
material decrease in the value of the Fund’s shares. 

Real Estate Investment Trusts  

Securities of real estate investment trusts (“REITs”) may be affected by changes in the value of 
their underlying properties and by defaults by borrowers or tenants.  Mortgage REITs may be affected by 
the quality of the credit extended.  Furthermore, REITs are dependent on specialized management skills.  
Some REITs may have limited diversification and may be subject to risks inherent in investments in a 
limited number of properties, in a narrow geographic area, or in a single property type.  REITs depend 
generally on their ability to generate cash flow to make distributions to shareholders or unitholders, and 
may be subject to defaults by borrowers and to self-liquidations.  Investment in REITs may subject the 
Fund to risks associated with the direct ownership of real estate, such as decreases in real estate values, 
overbuilding, increased competition and other risks related to local or general economic conditions, 
increases in operating costs and property taxes, changes in zoning laws, casualty or condemnation losses, 
possible environmental liabilities, regulatory limitations on rent and fluctuations in rental income.  Equity 
REITs generally experience these risks directly through fee or leasehold interests, whereas mortgage 
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REITs generally experience these risks indirectly through mortgage interests unless the mortgage REIT 
forecloses on the underlying real estate.  Changes in interest rates may also affect the value of the Fund’s 
investment in REITs.  In addition, the performance of a REIT may be affected by its failure to qualify for 
tax-free pass-through of income under the Code, or its failure to maintain exemption from registration 
under the 1940 Act.  Rising interest rates may cause the value of the REIT securities in which the Fund 
may invest to fall.  Conversely, falling interest rates may cause their value to rise.  Changes in the value 
of portfolio securities does not necessarily affect cash income derived from these securities but may affect 
the Fund’s net asset value. 

Repurchase Agreements 

The Fund may enter into repurchase agreements pursuant to which the Fund purchases portfolio 
assets from a bank or broker-dealer concurrently with an agreement by the seller to repurchase the same 
assets from the Fund at a later date at a fixed price.  If the seller should default on its obligation to 
repurchase the underlying security, the Fund may experience delay or difficulty in exercising its right to 
realize upon the security.  Additionally, the Fund may incur a loss if the value of the security should 
decline, as well as disposition costs in liquidating the security. 

The repurchase price generally equals the price paid by the Fund plus interest negotiated on the 
basis of current short-term rates (which may be more or less than the rate on the securities underlying the 
repurchase agreement). 

The financial institutions with which the Fund may enter into repurchase agreements are banks 
and non-bank dealers of U.S. government securities that are listed on the Federal Reserve Bank of New 
York’s list of reporting dealers and banks, if such banks and non-bank dealers are deemed creditworthy 
by the investment adviser or subadviser.  The investment adviser or subadviser will continue to monitor 
the creditworthiness of the seller under a repurchase agreement and will require the seller to maintain 
during the term of the agreement the value of the securities subject to the agreement at not less than the 
repurchase price. 

Restricted Securities 

The Fund will limit investments in securities of issuers which the Fund is restricted from selling 
to the public without registration under the 1933 Act to no more than 5% of the Fund’s total assets, 
excluding restricted securities eligible for resale pursuant to Rule 144A or Regulation S under the 1933 
Act, that have been determined to be liquid by the Fund’s investment adviser or subadviser, pursuant to 
guidelines adopted by the Board.  Securities of foreign issuers that are restricted as to resale in the U.S., 
but are freely tradable in their local market, are not subject to this restriction. 

Reverse Repurchase Agreements 

Reverse repurchase agreements involve the sale of securities held by the Fund pursuant to the 
Fund’s agreement to repurchase the securities at an agreed upon price, date and rate of interest.  During 
the reverse repurchase agreement period, the Fund continues to receive principal and interest payments on 
these securities.  Such agreements are considered to be borrowings under the 1940 Act and may be 
entered into only for temporary or emergency purposes.  While reverse repurchase transactions are 
outstanding, the Fund will segregate cash or liquid securities in an amount at least equal to the market 
value of the securities, plus accrued interest.  (Liquid securities as used in the Prospectus and this SAI 
include equity securities and debt securities that are unencumbered and marked-to-market daily.)  
Whenever the Fund is required to segregate assets for 1940 Act purposes, notations on the books of the 
Trust’s custodian or fund accounting agent are sufficient to constitute a segregated account.  Reverse 
repurchase agreements involve the risk that the market value of the securities sold by the Fund may 
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decline below the price at which the Fund is obligated to repurchase such securities.  See also “Derivative 
Instruments.” 

Royalty Income Trusts 

A royalty income trust is a trust whose securities are listed on a securities exchange, generally in 
Canada or the U.S., and which controls an underlying company whose business is the acquisition, 
exploitation, production and sale of oil and natural gas.  Royalty income trusts generally pay out to unit 
holders the majority of the cash flow that they receive from the production and sale of underlying oil and 
natural gas reserves.  The amount of distributions paid on royalty income trust units will vary from time 
to time based on production levels, commodity prices, royalty rates and certain expenses, deductions and 
costs, as well as on the distribution payout ratio policies adopted.  As a result of distributing the bulk of 
their cash flow to unitholders, the ability of a royalty income trust to finance internal growth through 
exploration is limited.  Royalty income trusts generally grow through acquisition of additional oil and gas 
properties or producing companies with proven reserves of oil and gas, funded through the issuance of 
additional equity or, where the trust is able, additional debt.  Royalty income trusts are exposed to many 
of the same risks as energy and natural resources companies, such as commodity pricing risk, supply and 
demand risk and depletion and exploration risk. 

Rule 144A Securities 

The Fund may purchase securities which are not registered under the 1933 Act but which can be 
sold to “qualified institutional buyers” in accordance with Rule 144A under the 1933 Act.  Any such 
security will not be considered illiquid so long as it is determined by the investment adviser or subadviser, 
under guidelines approved by the Board, that an adequate trading market exists for that security.  This 
investment practice could have the effect of increasing the level of illiquidity in the Fund during any 
period that qualified institutional buyers become uninterested in purchasing these restricted securities. 

Securities Lending 

The Fund may seek additional income at times by lending its portfolio securities to broker-dealers 
and financial institutions provided that:  (1) the loan is secured by collateral that is continuously 
maintained in an amount at least equal to the current market value of the securities loaned, (2) the Fund 
may call the loan at any time with proper notice and receive the securities loaned, (3) the Fund will 
continue to receive interest and/or dividends paid on the loaned securities and may simultaneously earn 
interest on the investment of any cash collateral and (4) the aggregate market value of all securities loaned 
by the Fund will not at any time exceed 25% of the total assets of the Fund. 

Collateral will normally consist of cash or cash equivalents, securities issued by the U.S. 
government or its agencies or instrumentalities or irrevocable letters of credit.  Securities lending by the 
Fund involves the risk that the borrower may fail to return the loaned securities or maintain the proper 
amount of collateral.  Therefore the Fund will only enter into such lending after a review by the 
investment adviser or subadviser of the borrower’s financial statements, reports and other information as 
may be necessary to evaluate the creditworthiness of the borrower.  Such reviews will be conducted on an 
ongoing basis as long as the loan is outstanding. 

Short Sales 

Selling securities short involves selling securities the seller (e.g., the Fund) does not own (but has 
borrowed) in anticipation of a decline in the market price of such securities.  To deliver the securities to 
the buyer, the seller must arrange through a broker to borrow the securities and, in so doing, the seller 
becomes obligated to replace the securities borrowed at their market price at the time of the replacement.  
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In a short sale, the proceeds the seller receives from the sale are retained by a broker until the seller 
replaces the borrowed securities.  The seller may have to pay a premium to borrow the securities and must 
pay any dividends or interest payable on the securities until they are replaced. 

The Fund may incur a loss as a result of the short sale if the price of the security increases 
between the date of the short sale and the date on which the Fund replaces the borrowed security, and the 
Fund may realize a gain if the security declines in price between those same dates. Although the Fund’s 
potential for gain as a result of a short sale is limited to the price at which it sold the security short less the 
cost of borrowing the security, the potential for loss is theoretically unlimited because there is no limit to 
the cost of replacing the borrowed security. To borrow the security, the Fund may also be required to pay 
a premium, which would increase the cost of the security sold. The 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 the borrowed 
securities be returned to it on short notice, and the Fund may have to buy the borrowed securities at an 
unfavorable price. If this occurs at a time when other short sellers of the same security also want to close 
out their positions, it is more likely that the Fund will have to cover its short sale at an unfavorable price 
and potentially reduce or eliminate any gain, or cause a loss, as a result of the short sale. 

A short sale is “against the box” if, at all times during which the short position is open, the Fund 
owns at least an equal amount of the securities or securities convertible into, or exchangeable without 
further consideration for, securities of the same issuer as the securities that are sold short. 

The Fund may also maintain short positions in forward currency exchange transactions, in which 
the Fund agrees to exchange currency that it does not own at that time for another currency at a future 
date and specified price in anticipation of a decline in the value of the currency sold short relative to the 
currency that the Fund has contracted to receive in the exchange.  To ensure that any short position of the 
Fund is not used to achieve leverage, the Fund segregates cash or liquid assets equal to the fluctuating 
market value of the currency as to which any short position is being maintained.  Whenever the Fund is 
required to segregate assets for 1940 Act purposes, notations on the books of the Trust’s custodian or 
fund accounting agent are sufficient to constitute a segregated account. 

Short-Term Trading 

Securities may be sold in anticipation of a market decline or purchased in anticipation of a market 
rise and later sold.  In addition, a security may be sold and another purchased at approximately the same 
time to take advantage of what the Fund believes to be a temporary disparity in the normal yield 
relationship between the two securities.  Such trading may be expected to increase the Fund’s portfolio 
turnover rate and the expenses incurred in connection with such trading and may result in recognition of 
greater levels of short-term capital gain, which is taxed for federal income tax purposes to shareholders as 
ordinary income when distributed by the Fund. 

Swap Agreements 

The Fund may enter into interest rate, index, credit default, equity and currency exchange rate 
swap agreements.  These transactions would be entered into in an attempt to obtain a particular return 
when it is considered desirable to do so, possibly at a lower cost to the Fund than if the Fund had invested 
directly in the asset that yielded the desired return.  Swap agreements are two-party contracts entered into 
primarily by institutional investors for periods ranging from a few weeks to more than one year.  In a 
standard swap transaction, two parties agree to exchange the returns (or differentials in rates of return) 
earned or realized on particular predetermined investments or instruments, which may be adjusted for an 
interest factor.  The gross returns to be exchanged or “swapped” between the parties are generally 
calculated with respect to a “normal amount,” i.e., the return on or increase in value of a particular dollar 



 

 30  

amount invested at a particular interest rate, in a particular foreign currency, or in a “basket” of securities 
representing a particular index. 

The Fund may enter into credit default swap agreements.  The “buyer” in a credit default contract 
is obligated to pay the “seller” a periodic stream of payments over the term of the contract provided that 
no credit event with respect to any underlying reference obligation has occurred.  If a credit event occurs, 
the seller typically must pay the buyer the “par value” (full notional value) of the reference obligation in 
exchange for the reference obligation.  The Fund may either be the buyer or the seller in the transaction.  
If the Fund is a buyer and no credit event occurs, the Fund loses its investment and recovers nothing.  
However, if a credit event occurs, the buyer receives full notional value for a reference obligation that 
may have little or no value.  As a seller, the Fund typically receives a fixed rate of income throughout the 
term of the contract, which typically is between six months and three years, provided a credit event does 
not occur.  If a credit event occurs, the seller typically must pay the buyer the full notional amount of the 
reference obligation.  Credit default swaps involve more risk than if the Fund had invested in the 
reference obligation directly because the Fund can obtain credit exposure in excess of its cash obligations 
under the agreement. 

Most swap agreements entered into by the Fund calculate the obligations of the parties to the 
agreement on a “net basis.”  Consequently, the Fund’s current obligations (or rights) under a swap 
agreement will generally be equal only to the net amount to be paid or received under the agreement 
based on the relative values of the positions held by each party to the agreement (the “net amount”).  The 
Fund’s current obligations under a swap agreement will be accrued daily (offset against amounts owed to 
the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will be covered by the 
maintenance of a segregated account consisting of liquid assets to limit any potential leveraging of the 
Fund’s portfolio.  Whenever the Fund is required to segregate assets for 1940 Act purposes, notations on 
the books of the Trust’s custodian or fund accounting agent are sufficient to constitute a segregated 
account.  See also “Derivative Instruments.” 

Obligations under swap agreements so covered will not be construed to be “senior securities” for 
purposes of the Fund’s investment restriction concerning senior securities.  Except as otherwise indicated 
in the Fund’s Prospectus or in this SAI, the Fund will not enter into a swap agreement with any single 
party if the net amount owed or to be received under existing contracts with that party would exceed 5% 
of the Fund’s assets. 

Whether the Fund’s use of swap agreements will be successful in furthering its investment 
objective will depend on the investment adviser or subadviser’s ability to correctly predict whether certain 
types of investments are likely to produce greater returns than other investments.  Because they are two-
party contracts and because they may have terms of greater than seven days, swap agreements may be 
considered to be illiquid investments.  Moreover, the Fund bears the risk of loss of the amount expected 
to be received under a swap agreement in the event of the default or bankruptcy of a swap agreement 
counterparty.  The Fund will enter into swap agreements only with counterparties that meet certain 
standards for creditworthiness (generally, such counterparties would have to be eligible counterparties 
under the terms of the Fund’s repurchase agreement guidelines).  Certain restrictions imposed by the 
Code for qualification as a regulated investment company may limit the Fund’s ability to use swap 
agreements.  The swap market is a relatively new market and is largely unregulated.  It is possible that 
developments in the swap market, including potential government regulation, could adversely affect the 
Fund’s ability to terminate existing swap agreements or to realize amounts to be received under such 
agreements. 
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Temporary Defensive Positioning 

The investments and strategies described throughout the Prospectus are those the subadviser 
intends to use under normal circumstances.  When the subadviser determines that market or other 
conditions warrant, the Fund may invest up to 100% of its assets in money market instruments, or hold 
U.S. dollars.  When the Fund is investing for temporary, defensive purposes, it is not pursuing its 
investment goal. 

Unit Investment Trusts 

A Unit Investment Trust (“UIT”) is a type of investment company.  Investments in UITs are 
subject to regulations limiting the Fund’s acquisition of investment company securities.  Standard and 
Poor’s Depositary Receipts (“SPDRs”), DIAMONDS, MDYs and similar investments are interests in 
UITs that may be obtained directly from the UIT or purchased in the secondary market.  SPDRs consist of 
a portfolio of securities substantially similar to the component securities of the Standard and Poor’s 500 
Composite Stock Price Index.  DIAMONDS and MDYs consist of a portfolio of securities substantially 
similar to the component securities of the Dow Jones Industrial Average and of the Standard and Poor’s 
MidCap 400 Index, respectively. 

The price of a UIT interest is derived and based upon the securities held by the UIT.  
Accordingly, the level of risk involved in the purchase or sale of a UIT interest is similar to the risk 
involved in the purchase or sale of traditional common stock, with the exception that the pricing 
mechanism for UITs is based on a basket of stocks.  Disruptions in the markets for the securities 
underlying UITs purchased or sold by the Fund could result in losses on UITs.  Trading in UITs involves 
risks similar to those risks, described above under “Options,” involved in the writing of options on 
securities. 

Interests in UITs are not individually redeemable, except upon termination of the UIT.  To 
redeem, the Fund must accumulate a certain amount of UIT interests.  The liquidity of small holdings of 
UITs, therefore, depends upon the existence of a secondary market.  Upon redemption of a UIT interest, 
the Fund receives securities and cash identical to the deposit required of an investor wishing to purchase a 
UIT interest that day. 

Zero Coupon Bonds 

Zero coupon securities are debt securities issued or sold at a discount from their face value that do 
not entitle the holder to any periodic payment of interest prior to maturity, a specified redemption date or 
a cash payment date. The amount of the discount varies depending on the time remaining until maturity or 
cash payment date, prevailing interest rates, liquidity of the security and perceived credit quality of the 
issuer. 

Zero coupon securities also may take the form of debt securities that have been stripped of their 
unmatured interest coupons, the coupons themselves and receipts or certificates representing interests in 
such stripped debt obligations and coupons. The market prices of zero coupon securities are generally 
more volatile than the market prices of interest-bearing securities and respond more to changes in interest 
rates than interest-bearing securities with similar maturities and credit qualities.  For federal income tax 
purposes, the original issue discount on the zero coupon bonds must be included ratably in the income of 
the Fund as the income accrues even though payment has not been received.  The Fund nevertheless 
intends to distribute an amount of cash equal to the currently accrued original issue discount, and this may 
require liquidating securities at times they might not otherwise do so and may result in capital gain or 
loss.   
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Other Investments 

The Board may, in the future, authorize the Fund to invest in securities other than those listed 
here and in the Prospectus, provided that such investment would be consistent with the Fund’s investment 
objective and that it would not violate any fundamental investment policies or restrictions applicable to 
the Fund. 

CFTC Regulation 

The Fund may use derivative instruments for hedging purposes, to maintain liquidity or as 
otherwise provided in the Prospectus.  Aston Asset Management, LP (“Aston” or the “Adviser”) has 
claimed an exclusion from the definition of the term “commodity pool operator” adopted by the 
Commodity Futures Trading Commission (“CFTC”) and the National Futures Association, which 
regulate trading in the futures markets, with respect to the Fund.  Therefore, the Adviser currently is not 
subject to registration and regulation as a “commodity pool operator” under the Commodity Exchange 
Act, as amended (the “CEA”), with respect to the Fund. 

  On February 9, 2012, the CFTC adopted rule amendments that modify the criteria for claiming 
the exclusion from registration and regulation as a “commodity pool operator” under the CEA. The scope 
of application of these amendments is still uncertain. Prior to the compliance date of the amendments, the 
Fund and the Adviser may consider steps, such as investment strategy changes, in order to continue to 
qualify for an exclusion from CFTC regulation, or may determine to operate subject to CFTC regulation. 
If the Fund operates subject to CFTC regulation, it may incur additional expenses. 

INVESTMENT RESTRICTIONS 

The investment objective of the Fund and investment restrictions set forth below are fundamental 
policies and may not be changed as to the Fund without the approval of a majority of the outstanding 
voting shares (as defined in the 1940 Act) of the Fund.  Unless otherwise indicated, all percentage 
limitations governing the investments of the Fund apply only at the time of transaction.  Accordingly, if a 
percentage restriction is adhered to at the time of investment, a later increase or decrease in the percentage 
which results from a relative change in values or from a change in the Fund’s total assets will not be 
considered a violation. 

 The Fund may not: 

 (1)   Purchase or sell real estate (but this restriction shall not prevent the Fund from investing 
directly or indirectly in portfolio instruments secured by real estate or interests therein or acquiring 
securities of real estate investment trusts or other issuers that deal in real estate). 

(2) Purchase the securities of issuers conducting their principal business activities in the 
same industry (other than obligations issued or guaranteed by the U.S. government, its agencies or 
instrumentalities) if immediately after such purchase the value of the Fund’s investments in such industry 
would exceed 25% of the value of the total assets of the Fund. 

(3) Act as an underwriter of securities, except that, in connection with the disposition of a 
security, the Fund may be deemed to be an “underwriter” as that term is defined in the 1933 Act. 

 (4)         As to 75% of the total assets of the Fund, (i) purchase the securities of any one issuer 
(other than cash, other investment companies and securities issued by the U.S. government or its agencies 
or instrumentalities) if immediately after such purchase, more than 5% of the value of the Fund’s total 
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assets would be invested in securities of such issuer or (ii) purchase more than 10% of the outstanding 
voting securities of such issuer. 

(5) Purchase physical commodities, except to the extent permitted under the 1940 Act, the 
rules and regulations thereunder and any applicable exemptive relief or unless acquired as a result of the 
ownership of securities or instruments, but this restriction shall not prohibit the Fund from purchasing 
futures contracts, options, foreign currencies or forward contracts, swaps, caps, collars, floors and other 
financial instruments or from investing in securities of any kind. 

 (6) Make investments in securities for the purpose of exercising control. 

(7) Purchase securities on margin, except such short-term credits as are necessary for the 
clearance of transactions.  For this purpose, the deposit or payment by the Fund for initial or maintenance 
margin in connection with futures contracts is not considered to be the purchase or sale of a security on 
margin. 

 (8) Make loans, except as permitted by the 1940 Act and the rules and regulations 
thereunder. 

(9) Borrow money, except that the Fund may borrow from banks and enter into reverse 
repurchase agreements for temporary purposes in amounts up to one-third of the value of its total assets at 
the time of such borrowing. 

(10) Issue senior securities (as defined in the 1940 Act) except in connection with permitted 
borrowings as described above or as permitted by rule, regulation or order of the SEC. 

TRUSTEES AND OFFICERS OF THE TRUST 

Under Delaware law, the business and affairs of the Trust are managed under the direction of the 
Board.  Information pertaining to the Trustees and officers of the Trust is set forth below.  The term 
“officer” means the president, vice president, secretary, treasurer, controller or any other officer who 
performs a policy making function.   

Name, Address, Age 
and Position(s) with 

Trust 

Term of 
Office(1) 

and 
Length 
of Time 
Served 

Principal 
Occupation(s) During 

Past Five Years 

Number 
of 

Portfolios 
in Fund(2) 
Complex  
Overseen 

by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
Five Years 

Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

Independent Trustees      

Jack W. Aber 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  74 
Trustee 

Since 2010 Professor of Finance, 
Boston University School 
of Management (1972-
present) 

27 Trustee of 
Appleton Growth 
Fund (1 
portfolio); 
Trustee of Third 
Avenue Variable 
Trust (1 
portfolio); 
Trustee of Third 
Avenue Trust (5 
portfolios); 
Trustee of The 

Significant board 
experience; 
currently 
professor of 
finance. 
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Trust 
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in Fund(2) 
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by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
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Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(38 portfolios) 

William E. Chapman, II 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  70 
Trustee; Independent 
Chairman 

Since 2010 President and Owner, 
Longboat Retirement 
Planning Solutions 
(1998-present); Trustee 
of Bowdoin College 
(2002-present); Hewitt 
Associates, LLC (part 
time) (provider of 
Retirement and 
Investment Education 
Seminars) (2002-2009) 

27 Director of 
Harding, Loevner 
Funds, Inc. (6 
portfolios); 
Trustee of Third 
Avenue Trust (5 
portfolios); 
Trustee of Third 
Avenue Variable 
Trust (1 
portfolio); 
Trustee of The 
Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(41 portfolios) 

Significant board 
experience; 
significant 
executive 
experience with 
several financial 
services firms; 
continuing service 
as Independent 
Chairman of the 
Board. 

Edward J. Kaier 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  66 
Trustee 

Since 2010 Attorney at Law and 
Partner, Teeters Harvey 
Gilboy & Kaier LLP 
(2007-present); Attorney 
at Law and Partner, 
Hepburn Willcox 
Hamilton & Putnam, LLP 
(1977-2007) 

27 Trustee of Third 
Avenue Trust (5 
portfolios); 
Trustee of Third 
Avenue Variable 
Trust (1 
portfolio); 
Trustee of The 
Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(38 portfolios) 

Significant board 
experience; 
practicing 
attorney. 

Gregory T. Mutz 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  66 
Trustee 

Since 1993 Chairman and CEO of 
AMLI Residential 
Properties Trust (a 
Multifamily REIT), a 
successor company to 
AMLI Realty Co. (2004-
present); Vice Chairman 
of UICI (NYSE:  UCI) 
(an insurance holding 
company) (2003-2004) 

27 Member of Board 
of Genesis 
Financial 
Solutions (a 
privately-held 
company based in 
Portland, Oregon 
providing debt 
recovery, 
consumer lending 
and credit card 
services) (2005-
present); a 
member of the 

Significant board 
experience; 
previous service 
as lead 
independent 
trustee; 
significant 
executive 
experience with 
several financial 
services firms. 
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Past Five Years 

Number 
of 

Portfolios 
in Fund(2) 
Complex  
Overseen 

by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
Five Years 

Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

Board of WAN 
S.A., a residential 
real estate 
company 
headquartered in 
Warsaw, Poland 
(2008-present); a 
member of the 
Board of Suknip 
International 
Limited, a 
residential real 
estate company 
headquartered in 
St. Petersburg, 
Russia (2008-
present); 
Formerly, 
Director of Alico, 
Inc. (NASDAQ:  
ALCO) 
(agribusiness) 
(2005-2009) 

Steven J. Paggioli 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  61 
Trustee 

Since 2010 Independent Consultant 
(2002-present); formerly 
Executive Vice President 
and Director, The 
Wadsworth Group (1986-
2001); Executive Vice 
President, Secretary and 
Director, Investment 
Company Administration, 
LLC (1990-2001); Vice 
President, Secretary and 
Director, First Fund 
Distributors, Inc. (1991-
2001) 

27 Trustee, 
Professionally 
Managed 
Portfolios 
(43 portfolios); 
Trustee of The 
Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(38 portfolios); 
Advisory Board 
Member, 
Sustainable 
Growth Advisors, 
LP; Independent 
Director, Chase 
Investment 
Counsel 

Significant board 
experience; 
significant 
executive 
experience with 
several financial 
services firms; 
former service 
with financial 
service regulator. 

Eric Rakowski 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  53 
Trustee 

Since 2010 Professor, University of 
California at Berkeley 
School of Law (1990-
present) 

27 Director of 
Harding, Loevner 
Funds, Inc. (6 
portfolios); 
Trustee of Third 
Avenue Trust (5 
portfolios); 
Trustee of Third 
Avenue Variable 
Trust (1 

Significant board 
experience; 
former practicing 
attorney; 
currently 
professor of law. 
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Name, Address, Age 
and Position(s) with 

Trust 

Term of 
Office(1) 

and 
Length 
of Time 
Served 

Principal 
Occupation(s) During 

Past Five Years 

Number 
of 

Portfolios 
in Fund(2) 
Complex  
Overseen 

by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
Five Years 

Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

portfolio); 
Trustee of The 
Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(38 portfolios) 

Robert B. Scherer 
c/o Aston Funds   
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  70 
Trustee 

Since 1999 President of The 
Rockridge Group, Ltd. 
(title insurance industry 
consulting services) 
(1994-present) 

27 Director, Title 
Reinsurance 
Company 
(insurance for 
title 
agents)(1998-
present) 

Significant board 
experience; 
continuing service 
as Chair of the 
Audit Committee; 
significant 
executive 
experience as 
chief financial 
officer of 
insurance and 
financial services 
firm. 

Thomas R. Schneeweis 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  64 
Trustee 

Since 2010 Professor of Finance, 
University of 
Massachusetts (1977-
present); Director, 
CISDM at the University 
of Massachusetts, (1996-
present); President, TRS 
Associates (1982-
present); President, 
Alternative Investment 
Analytics, LLC (formerly 
Schneeweis Partners, 
LLC) (2001-present); 
Partner, White Bear 
Partners, LLC (2007-
2010); Partner, S Capital 
Management, LLC 
(2007-present); Partner, 
Northampton Capital 
Management, LLC 
(2004-2010) 

27 Trustee of The 
Managers Funds, 
Managers AMG 
Funds, Managers 
Trust I and 
Managers Trust II 
(38 portfolios) 

Significant board 
experience; 
currently 
professor of 
finance; 
significant 
executive 
experience with 
several 
investment 
partnerships. 

Interested Trustees      

Stuart D. Bilton, CFA(3) 
c/o Aston Funds   
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  65 
Trustee; Chief Executive 
Officer 

Trustee 
since 
1993; 
Chief 

Executive 
Officer 

since 2010 

Chief Executive Officer, 
Aston Asset 
Management, LP (2006-
present); Chairman, 
Aston Funds (1993-2010) 

27 Director, 
Baldwin & 
Lyons, Inc. 
(property and 
casualty 
insurance firm) 
(1987-present); 
Director, 
Highbury 

Significant board 
experience; 
significant 
executive 
experience with 
several financial 
services firms; 
former Chairman 
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Name, Address, Age 
and Position(s) with 

Trust 

Term of 
Office(1) 

and 
Length 
of Time 
Served 

Principal 
Occupation(s) During 

Past Five Years 

Number 
of 

Portfolios 
in Fund(2) 
Complex  
Overseen 

by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
Five Years 

Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

Financial Inc. 
(2009-2010) 

of the Board. 

Jeffrey S. Murphy(3) 

c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL  60602 
Age:  45 
Trustee 

Since 2010 Senior Vice President, 
Affiliated Managers 
Group, Inc. (2007-
present); Vice President, 
Affiliated Managers 
Group, Inc. (1995-2007) 

27 N/A Significant 
financial industry 
experience; 
significant 
executive 
experience with 
several financial 
services firms. 

Officer(s) Who Are Not 
Trustees 

     

Kenneth C. Anderson 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  47 
President  

Since 1993 President, Aston Asset 
Management, LP (2006-
present); Director, 
Highbury Financial Inc. 
(2009-2010); CPA 

N/A N/A N/A 

Gerald F. Dillenburg 
c/o Aston Funds   
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  45 
Senior Vice President, 
Secretary, Chief 
Operating Officer and 
Chief Compliance Officer 

Since 1996 Chief Compliance Officer 
and Chief Operating 
Officer, Aston Asset 
Management, LP (2006-
present); Chief Financial 
Officer, Aston Asset 
Management, LP (2006-
2010); CPA 

N/A N/A N/A 

Laura M. Curylo 
c/o Aston Funds 
120 N. LaSalle Street 
Chicago, IL 60602 
Age: 43 
Chief Financial Officer 
and Treasurer 

Since 2010 Chief Financial Officer, 
Aston Asset 
Management, LP (2010-
present); Vice President 
and Controller, Aston 
Asset Management, LP 
(2006-present); CPA 

N/A N/A N/A 
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Name, Address, Age 
and Position(s) with 

Trust 

Term of 
Office(1) 

and 
Length 
of Time 
Served 

Principal 
Occupation(s) During 

Past Five Years 

Number 
of 

Portfolios 
in Fund(2) 
Complex  
Overseen 

by 
Trustee 

Other 
Trusteeships/ 
Directorships 

Held by 
Trustee 

During Past 
Five Years 

Experience, 
Qualifications, 

Attributes, 
Skills for 

Board 
Membership 

Christine C. Carsman 
c/o Aston Funds   
120 N. LaSalle Street 
Chicago, IL 60602 
Age:  59 
Chief Legal Officer 
 

Since 2010 Senior Vice President 
(2007-present) and 
Deputy General Counsel 
(2011-present); Chief 
Regulatory Counsel 
(2004-2011), Vice 
President (2004-2007), 
Affiliated Managers 
Group, Inc.; Trustee, 
Managers AMG Funds, 
The Managers Funds, 
Managers Trust I and 
Managers Trust II (2011-
-present); Senior 
Counsel, Vice President 
and Director of 
Operational Risk 
Management and 
Compliance, Wellington 
Management Company, 
LLP (1995-2004) 

N/A N/A N/A 

_______________ 
(1) A Trustee serves for an indefinite term until the earliest of:  (i) removal by two-thirds of the Board or shareholders, 

(ii) resignation, death or incapacity, (iii) the election and qualification of his successor, in accordance with the By-Laws 
of the Trust, or (iv) the last day of the fiscal year in which he attains the age of 75 years.  Officers serve for an indefinite 
term until the earliest of:  (i) removal by the Board, (ii) resignation, death or incapacity, or (iii) the election and 
qualification of their successors, in accordance with the By-Laws of the Trust. 

(2) The term Fund Complex includes all series of Aston Funds. 
(3) “Interested person” of the Trust as defined in the 1940 Act.  Mr. Bilton is considered an “interested person” because of 

his affiliation with Aston Asset Management, LP which acts as the Fund’s investment adviser.  Mr. Murphy is considered 
an “interested person” because of his affiliations with Affiliated Managers Group, Inc., the ultimate parent of the 
investment adviser, and related entities. 

Board of Trustees, Leadership Structure and Committees 

Experience and Qualifications 

The table above provides a summary of the experience, qualifications, attributes and skills of each 
Trustee in light of the Trust’s business and structure.  The Board believes that the significance of each 
Trustee’s experience, qualifications, attributes or skills is an individual matter (meaning that experience 
that is important for one Trustee may not have the same value for another) and that these factors are best 
evaluated at the board level, with no single Trustee, or particular factor, being indicative of Board 
effectiveness.  However, the Board believes that Trustees need to be able to critically review, evaluate, 
question and discuss information provided to them, and to interact effectively with Trust management, 
service providers and counsel, in order to exercise effective business judgment in the performance of their 
duties.  The Board believes that each of its members has these abilities based upon their skills, experience, 
judgment, analytical ability, diligence, ability to work effectively with other Board members, and a 
commitment to the interests of shareholders.  Experience relevant to having these abilities may be 
achieved through a Trustee’s educational background; business, professional training or practice (e.g., 
finance or law), or academic positions; experience from service as a board member (including the Board 
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of the Trust) or as an executive of investment funds, other financial services firms, not-for-profit entities 
or other organizations; and/or other life experiences. 

Board Structure 

The Board has general oversight responsibility with respect to the business and affairs of the 
Trust.  Because all funds in the Fund Complex are series of the Trust, a single Board oversees the 
operations of all the Aston Funds.  The Board establishes policies and reviews and approves 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 “CCO”).  The Board currently is 
composed of ten Trustees, eight of whom are not “interested persons” (as that term is defined in the 1940 
Act) and are designated in the table above as “Independent Trustees.”  An Independent Trustee serves as 
the Chairman of the Board (the “Independent Chairman”).  The Independent Chairman, among other 
things, chairs meetings of the Trustees, consults with the Chief Executive Officer on the agenda, and 
facilitates communication among the Independent Trustees, management of the Fund and the full Board.  
The Board believes that a chairman without any conflicts of interests arising from a position with Trust 
management promotes the independent oversight function of the Board. 

The Board has established three standing committees.  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, fund management and the Board.  The Nominating and Governance 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.  The Nominating and 
Governance Committee will consider nominees recommended by shareholders whose resumes have been 
submitted by U.S. mail or courier service to the Trust’s Secretary for the attention of the Chairman of the 
Nominating and Governance Committee.  All of the Independent Trustees serve as members of the Audit 
Committee and Nominating and Governance Committee.  Mr. Scherer serves as Chairman of the Audit 
Committee.  Mr. Mutz serves as Chairman of the Nominating and Governance Committee.  The 
Valuation Committee is responsible for fair valuing securities of the Fund as may be necessary from time 
to time.  The Valuation Committee members are Messrs. Bilton (Chairman), Scherer, Aber (alternate) and 
Schneeweis (alternate).  The Trust’s day-to-day operations are managed by the Adviser and other service 
providers.  The Board and the committees meet regularly 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 Audit Committee, 
Nominating and Governance Committee and Valuation Committee held two, one and two meeting(s), 
respectively, during the fiscal year ended October 31, 2011. 

Risk Oversight 

Through its oversight role, through its committees and through the Trust’s officers and service 
providers, the Board performs a risk oversight function for the Trust consisting, among other things, of 
the following activities:  (1) receiving and reviewing reports related to the performance and operations of 
the Funds at regular Board meetings, and on an ad hoc basis as needed; (2) reviewing and approving, as 
applicable, the compliance policies and procedures of the Trust; (3) meeting with portfolio management 
teams to review investment strategies, techniques and the processes used to manage related risks; 
(4) meeting with representatives of key service providers, including the Adviser, administrator, 
distributor, transfer agent, custodian and independent registered public accounting firm of the Funds, to 
review and discuss the activities of the Funds and to provide direction with respect thereto; and 
(5) receiving reports from the CCO 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 
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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 effectiveness of the Trust’s compliance program.  In 
addition, the Board receives reports from the Adviser and subadvisers on the investments and securities 
trading of the Funds, as well as reports from the Valuation Committee meetings.  The Board also receives 
reports from the Trust’s primary service providers on a periodic or regular basis, including the Adviser 
and the Trust’s custodian, 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, including reports 
on testing the compliance procedures of the Trust and its service providers. 

Fund Ownership 

Set forth in the table below is the dollar range of equity securities held in the Fund and the 
aggregate dollar range of securities in the same family of investment companies as the Fund beneficially 
owned by each current Trustee at December 31, 2011. 

Trustee 
Dollar Range of Equity 
Securities in the Fund 

Aggregate Dollar Range of Equity 
Securities in All Registered 

Investment Companies Overseen 
by Trustee in Family of 
Investment Companies 

Independent Trustees   
Jack W. Aber ......................................  None Over $100,000 
William E. Chapman, II ......................  None Over $100,000 
Edward J. Kaier ..................................  None Over $100,000 
Gregory T. Mutz .................................  None Over $100,000 
Steven J. Paggioli ...............................  None Over $100,000 
Eric Rakowski ....................................  None $50,001-$100,000 
Robert B. Scherer ...............................  None Over $100,000 
Thomas R. Schneeweis .......................  None Over $100,000 

Interested Trustees   
Stuart D. Bilton ...................................  None Over $100,000 
Jeffrey S. Murphy ...............................  None None 
_______________ 
 

Remuneration 

The Trustees of the Trust who are not affiliated with the Adviser or any subadviser receive an 
annual retainer, meeting fees and reimbursement for out-of-pocket expenses for each meeting of the 
Board they attend.  The Independent Chairman and standing committee chairs receive an additional 
retainer.  No officer or employee of the Adviser or any subadviser or their affiliates receives any 
compensation from Aston Funds for acting as a Trustee of the Trust.  The officers of the Trust receive no 
compensation directly from Aston Funds for performing the duties of their offices, except that the Trust 
compensates the Administrator for providing an officer to serve as the Fund’s Chief Compliance Officer. 

The table below shows the estimated total fees expected to be paid to each of the current Trustees 
during a full fiscal year, based upon the Board’s current compensation and normal meeting schedule.  
There are no “compensated persons” who are expected to receive more than $120,000 in aggregate 
compensation from the Trust for the same period. 
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Trustee 

Aggregate 
Compensation 

Received 
From the 

Trust 

Pension or Retirement 
Benefits Accrued (as 

part of Fund 
Expenses) 

Annual Benefits 
Upon 

Retirement 

Total 
Compensation 
from Trust and 
Fund Complex 

Independent Trustees     
Jack W. Aber ......................  $75,500 N/A N/A $75,500 
William E. Chapman, II ......  95,500 N/A N/A 95,500 
Edward J. Kaier ..................  75,500 N/A N/A 75,500 
Gregory T. Mutz .................  78,000 N/A N/A 78,000 
Steven J. Paggioli ...............  75,500 N/A N/A 75,500 
Eric Rakowski ....................  75,500 N/A N/A 75,500 
Robert B. Scherer ...............  80,500 N/A N/A 80,500 
Thomas R. Schneeweis .......  75,500 N/A N/A 75,500 

Interested Trustees     
Stuart D. Bilton ................... N/A   N/A N/A N/A 
Jeffrey S. Murphy ............... N/A N/A N/A N/A 
_______________ 

As of the date of this SAI, the Trustees and officers of the Trust did not own any of the 
outstanding shares of the Fund.  However, the Adviser owned a controlling interest in the Fund.  
Shareholders with a controlling interest could affect the outcome of a proxy vote or the direction of 
management of the Fund. 

Code of Ethics 

The Trust, the Adviser, the Fund’s subadviser, and principal underwriter have each adopted a 
code of ethics (the “Codes of Ethics”) under Rule 17j-1 of the 1940 Act.  The Codes of Ethics permit 
personnel, subject to the Codes of Ethics and their restrictive provisions, to invest in securities, including 
securities that may be purchased or held by the Trust on behalf of the Fund. 

PROXY VOTING POLICIES AND PROCEDURES 

The Trust has delegated the voting of portfolio securities on behalf of the Fund to the subadviser.  
The subadviser has adopted proxy voting policies and procedures (the “Proxy Voting Policies and 
Procedures”) for use in connection with determining how to vote proxies related to portfolio securities, 
including the procedures to be used if a vote presents a conflict of interest between the interests of the 
Fund’s shareholders and those of the subadviser.  The Proxy Voting Policies and Procedures are included 
under Appendix A. 

After the Fund has commenced operations, information regarding how the Trust voted proxies, on 
behalf of the Fund, related to portfolio securities during the most recent 12-month period ended June 30 
will be available without charge on the Trust’s website at www.astonfunds.com and on the SEC’s website 
at www.sec.gov. 

INVESTMENT ADVISORY AND OTHER SERVICES 

Adviser 

As described in the Prospectus, the Trust employs Aston to manage the investment and 
reinvestment of the assets of the Fund and to continuously review, supervise and administer the Fund’s 
investment programs under an investment advisory agreement dated June 22, 2012 (the “Investment 
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Advisory Agreement”).  Aston has engaged the subadviser to manage the day-to-day investment 
management of the Fund’s portfolio. The advisory services provided by Aston for the Fund and the fees 
received by it for such services are described in the Prospectus. 

Aston is a majority-owned and independently managed indirect subsidiary of Affiliated Managers 
Group, Inc. (“AMG”).  A wholly-owned subsidiary of AMG, Manor LLC, serves as the General Partner 
of Aston and senior management and key employees of Aston have an equity interest in Aston.  Aston 
commenced operations on December 1, 2006. and converted to a Delaware limited partnership on 
April 15, 2010 in connection with AMG’s acquisition of a controlling interest in Aston.  Aston is located 
at 120 N. LaSalle Street, 25th Floor, Chicago, Illinois 60602.  As of May 31, 2012, Aston had 
approximately $10.1 billion in assets under management. 

AMG, a Delaware corporation with a principal place of business at 600 Hale Street, Prides 
Crossing, Massachusetts 01965, is an asset management company that holds interests in investment 
management firms.  The common stock of AMG is publicly traded on the New York Stock Exchange 
under the symbol AMG.  As of March 31, 2012, AMG’s affiliated managers had approximately $400 
billion in assets under management. 

For the services provided and the expenses assumed pursuant to the Investment Advisory 
Agreement with Aston, Aston receives a management fee from the Fund at an annual rate based on the 
Fund’s average daily net assets, computed daily and payable monthly, as follows: 

Fund 

Gross Advisory Fee (as a 
percentage of average daily net 

assets) 

ASTON/River Road Dividend All Cap Value Fund II 0.70% 
 

Aston has entered into an Expense Reimbursement Agreement with the Trust, on behalf of the 
Fund, through June 30, 2013, under which Aston will waive its fees or reimburse its expenses to the 
extent that the Fund’s annual operating expenses, not including investment-related costs (such as interest, 
taxes and brokerage commissions), extraordinary expenses and acquired fund fees and expenses, exceed 
the rates shown in the table below: 

Fund Class N Class I 

ASTON/River Road Dividend All Cap Value Fund II  1.30% 1.05% 
 

In connection with the Expense Reimbursement Agreement for each class of shares, the Fund has 
agreed that for a period of up to three years from the end of the fiscal year end in which such amount was 
waived or reimbursed, the Adviser is entitled to be reimbursed by the Fund for fees waived and expenses 
reimbursed from the commencement of operations of each class of shares through the completion of the 
first three full fiscal years of that class to the extent that the Fund’s expense ratio with respect to that 
class, not including investment related costs (such as interest, taxes and brokerage commissions), 
extraordinary expenses and acquired fund fees and expenses, remains below the operating expense cap 
after such reimbursement. 

Aston may from time to time voluntarily waive a portion of its advisory fees with respect to the 
Fund and/or reimburse a portion of the Fund’s expenses.  These voluntary waivers do not include fees and 
expenses from investment in other investment companies (acquired funds) or interest expense.  Aston 
may terminate such voluntary waivers/reimbursements at any time. 
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Under the Investment Advisory Agreement, the Adviser is not liable for any error of judgment or 
mistake of law or for any loss suffered by the Trust or the Fund in connection with the performance of the 
Investment Advisory Agreement, except a loss resulting from willful misfeasance, bad faith or gross 
negligence on its part in the performance of its duties or from reckless disregard of its duties and 
obligations thereunder. 

The Investment Advisory Agreement is terminable with respect to the Fund by vote of the Board 
or by the holders of a majority of the outstanding voting securities of the Fund, at any time without 
penalty, upon 60 days’ written notice to Aston.  Aston may also terminate its advisory relationship with 
respect to the Fund upon 60 days’ written notice to the Trust.  The Investment Advisory Agreement 
terminates automatically in the event of its assignment. 

Under the Investment Advisory Agreement, Aston shall:  (i) manage the investment and 
reinvestment of the assets of the Fund, (ii) continuously review, supervise and administer the investment 
program of the Fund, (iii) determine, in its discretion, the assets to be held uninvested, (iv) provide the 
Trust with records concerning the Adviser’s activities which are required to be maintained by the Trust 
and (v) render regular reports to the Trust’s officers and Board concerning the Adviser’s discharge of the 
foregoing responsibilities.  The Adviser shall discharge the foregoing responsibilities subject to the 
oversight of the Trust’s officers and the Board and in compliance with the objectives, policies and 
limitations set forth in the Trust’s then effective prospectus and SAI. 

The Investment Advisory Agreement has an initial term ending December 31, 2013 and continues 
in effect for the Fund from year to year thereafter 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 or (b) by the shareholders of the Fund or 
the Board. 

The Investment Advisory Agreement with Aston also provides that Aston shall have the authority 
subject to applicable provisions of the 1940 Act and the regulations thereunder, to select one or more 
subadvisers to provide day-to-day portfolio management with respect to all or a portion of the assets of 
the Fund and to allocate and reallocate the assets of the Fund between and among any subadvisers so 
selected pursuant to a “manager-of-managers” structure.  Under this structure, Aston also has the 
authority to retain and terminate subadvisers, engage new subadvisers and make material revisions to the 
terms of the sub-investment advisory agreement for the Fund (the “Sub-Investment Advisory 
Agreement”) subject to approval of the Board, but not shareholder approval. 

As described above, Aston is paid a management fee at an annual rate based on the average daily 
net assets of the Fund.  Out of its fee, Aston pays the subadviser.  Because Aston will pay the 
subadviser’s fees out of its own fees from the Fund, there will not be any “duplication” of advisory fees 
paid by the Fund. 

A discussion regarding the Board’s basis for approving the Fund’s Investment Advisory 
Agreement and Sub-Investment Advisory Agreement will be available in the Fund’s shareholder report 
dated October 31, 2012. 

Subadviser 

On June 22, 2012, Aston entered into a Sub-Investment Advisory Agreement with River Road 
Asset Management, LLC (“River Road” or “Subadviser”) with respect to the Fund.  The Subadviser is the 
investment subadviser to the Fund.  River Road is located at Meidinger Tower, Suite 1600, 462 South 
Fourth Street, Louisville, Kentucky 40202, and is a wholly-owned subsidiary of Aviva Investors North 
America Holdings, Inc. which is an indirect subsidiary of Aviva plc. Under the Sub-Investment Advisory 
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Agreement, the Subadviser manages the portfolio of the Fund, selects investments and places all orders 
for purchases and sales of the Fund’s securities, subject to the general oversight of the Board and the 
Adviser. 

The Sub-Investment Advisory Agreement provides that neither the Subadviser nor any of its 
directors, officers, stockholders, agents or employees shall have any liability to the Fund or any 
shareholder of the Fund for any error of judgment, any mistake of law, or any loss arising out of any 
investment, or for any other act or omission in the performance by the Subadviser of its duties under the 
Sub-Investment Advisory Agreement except for liability resulting from willful misfeasance, bad faith, or 
gross negligence on its part in the performance of its duties or from reckless disregard by it of its 
obligations and duties under the Sub-Investment Advisory Agreement.  The Sub-Investment Advisory 
Agreement continues for the same term as the Investment Advisory Agreement and is subject to the same 
requirements for renewal. 

For the services provided pursuant to the Sub-Investment Advisory Agreement, Aston pays the 
Subadviser a fee, computed daily and payable monthly, as follows: 

Fund Sub-Investment Advisory Fee 

ASTON/River Road Dividend All 
Cap Value Fund II  

50% of:  Advisory Fee Less Expense Waivers/Reimbursements and 
Payments to Third-Party Intermediaries 

 
Except as may otherwise be prohibited by law or regulation, the Subadviser may, in its discretion, 

waive a portion of its fee from time to time.  In addition, under certain circumstances, the Subadviser may 
be obligated to pay Aston in the event the formula above results in a negative amount. 

Portfolio Managers 

The table below shows other accounts for which the portfolio managers of the Fund are primarily 
responsible for the day-to-day portfolio management as of March 31, 2012. 

Portfolio Manager 

Number of 
Accounts 
Managed 

Total Assets 
Managed (in 

millions) 

Number of 
Accounts 

Managed with 
Advisory Fee 

Based on 
Performance 

Assets Managed 
with Advisory 
Fee Based on 
Performance 

James C. Shircliff, CFA     
Registered Investment Companies.........  5 $1,668 0 0 
Other Pooled Investment Vehicles ........  17 $1,379 0 0 
Other Accounts ......................................  138 $2,846 0 0 

Henry W. Sanders, III, CFA     
Registered Investment Companies.........  1 $843 0 0 
Other Pooled Investment Vehicles ........  14 $1,226 0 0 
Other Accounts ......................................  77 $1,659 0 0 

Thomas S. Forsha, CFA     
Registered Investment Companies.........  1 $843 0 0 
Other Pooled Investment Vehicles ........  14 $1,226 0 0 
Other Accounts ......................................  81 $1,661 0 0 
______________________ 

Compensation.  Compensation for each portfolio manager listed above includes an annual fixed 
base salary.  Additionally, for non-contractual portfolio managers, there is potential incentive 
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compensation up to a pre-determined fixed rate.  The incentive compensation is primarily based on the 
composite portfolio performance relative to the relevant peer group and /or benchmark indices over a 1-, 
3-, and 5-year period, with the longer term periods receiving greater emphasis.   The relevant index for 
the Fund is the Russell 3000 Value Index.  Additional incentive consideration may be awarded for 
professional development and contribution to the organization’s broader performance metrics.  For 
portfolio managers with longer-term employment agreements (contractual arrangements), incentive 
compensation has been contractually determined at a fixed percentage of their base salary.  James C. 
Shircliff and Henry W. Sanders are contractual portfolio managers. 

Material Conflicts of Interest.  The portfolio managers for the Fund manage multiple accounts, 
including the Fund.  The portfolio managers make decisions for each account based on the investment 
objectives, policies, practices and other relevant investment considerations that the portfolio managers 
believe are applicable to that account.  Consequently, the portfolio managers may purchase securities for 
one account and not another account, and the performance of securities purchased for one account may 
vary from the performance of securities purchased for other accounts.  The portfolio managers may place 
transactions on behalf of other accounts that are contrary to investment decisions made on behalf of the 
Fund, or make investment decisions that are similar to those made for the Fund, both of which have the 
potential to adversely affect the price paid or received by the Fund or the size of the security position 
obtainable for the Fund.  River Road has adopted policies and procedures that it believes address the 
conflicts associated with managing multiple accounts for multiple clients, including long only and long-
short products, although there is no assurance that such policies and procedures will adequately address 
such conflicts. 

Ownership of Securities.  As of the date of the SAI, the Fund had yet to commence operations 
and the portfolio managers did not beneficially own equity securities in the Fund. 

Administrator 

On November 30, 2006, ABN AMRO Investment Fund Services, Inc. (“AAIFS”), the Trust and 
the Board assigned the Administration Agreement between the Trust and AAIFS to Aston.  After the 
assignment, Aston became the Administrator to each series of the Trust.  The Administration Agreement 
was effective with respect to the Fund as of June 22, 2012. 

Under the Administration Agreement between Aston and the Trust, the Administrator is 
responsible for:  (1) coordinating with the custodian and transfer agent and monitoring the services they 
provide to the Fund, (2) coordinating with and monitoring any other third parties furnishing services to 
the Fund, (3) providing the Fund with necessary office space, telephones and other communications 
facilities and personnel competent to perform administrative and clerical functions, (4) supervising the 
maintenance by third parties of such books and records of the Fund as may be required by applicable 
federal or state law, (5) preparing or supervising the preparation by third parties of all federal, state and 
local tax returns and reports of the Fund required by applicable law, (6) preparing and, after approval by 
the Fund, filing and arranging for the distribution of proxy materials and periodic reports to shareholders 
of the Fund as required by applicable law, (7) preparing and, after approval by the Trust, arranging for the 
filing of such registration statements and other documents with the SEC and other federal and state 
regulatory authorities as may be required by applicable law, (8) reviewing and submitting to the officers 
of the Trust for their approval invoices or other requests for payment of the Fund’s expenses and 
instructing the custodian to issue checks in payment thereof and (9) taking such other action with respect 
to the Trust or the Fund as may be necessary in the opinion of the Administrator to perform its duties 
under the Administration Agreement. 
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As compensation for services performed under the Administration Agreement, the Administrator 
receives an administration fee payable monthly at the annual rate set forth below as a percentage of the 
average daily net assets of the Trust. 

The fee schedule to the Administration Agreement is as follows: 

Percentage Average Daily Net Assets (Aggregate Fund Complex) 
0.0490% Up to $7.4 billion 
0.0465% Over $7.4 billion 

 
The Administrator also receives a monthly base fee in the amount of $1,000 per Fund. 

Subadministrator 

BNY Mellon Investment Servicing (US), Inc. (“BNY Mellon” or the “Subadministrator”), 4400 
Computer Drive, Westborough, Massachusetts 01581, provides certain administrative services for the 
Funds and Aston pursuant to a Subadministration and Accounting Services Agreement (the 
“Subadministration Agreement”) between Aston and BNY Mellon.  On November 30, 2006, the 
Subadministration Agreement was assigned to Aston from AAIFS, the former administrator to the Funds.  
The Subadministration Agreement was effective with respect to the Fund as of June 22, 2012. 

As Subadministrator, BNY Mellon provides the Trust with subadministrative services, including 
fund accounting, regulatory reporting, necessary office space, equipment, personnel and facilities.  
Compensation for these services is paid under the Subadministration Agreement with the Administrator. 

Subadministration Fees 

The Subadministrator receives an administration fee payable by the Administrator monthly at the 
annual rate of 0.022% of the Fund Complex average daily net assets of all series of the Trust.  The 
Subadministrator also receives a monthly base fee payable by the Administrator in the amount of $1,000 
per Aston Fund. 

Underwriter 

Foreside Funds Distributors LLC (formerly, BNY Mellon Distributors, LLC) (the “Distributor”), 
400 Berwyn Park, 899 Cassatt Road, Berwyn, PA 19312, and the Trust are parties to a distribution 
agreement dated March 31, 2012 (the “Distribution Agreement”) under which the Distributor serves as 
statutory underwriter and facilitates the registration and distribution of shares of each series of the Trust 
on a continuous basis.  The Distribution Agreement was effective with respect to the Fund as of June 22, 
2012. 

After the initial term, the Distribution Agreement shall be renewed for successive one-year terms, 
provided such continuance is specifically approved at least annually (i) by the Trust’s Board or (ii) by a 
vote of a majority (as defined in the 1940 Act and Rule 18f-2 thereunder) of the outstanding voting 
securities of the Trust, provided that in either event the continuance is also approved by a majority of the 
Trustees who are not parties to the Distribution Agreement and who are not interested persons (as defined 
in the 1940 Act) of any party to the Distribution Agreement, by vote cast in person at a meeting called for 
the purpose of voting on such approval.  The Distribution Agreement is terminable without penalty, on at 
least 60 days’ written notice, by the Trust’s Board, by vote of a majority (as defined in the 1940 Act and 
Rule 18f-2 thereunder) of the outstanding voting securities of the Trust, or by the Distributor.  This 
Agreement will also terminate automatically in the event of its assignment (as defined in the 1940 Act 
and the rules thereunder).   
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It is possible that an intermediary may offer different classes of shares to its customers and 
differing services to the classes, and thus receive compensation with respect to different classes.  
Intermediaries also may charge separate fees to their customers.  The Fund may pay third-party service 
providers up to 0.15% of the Fund’s average daily net assets for certain “sub-transfer agency” services 
they provide shareholder accounts for underlying omnibus accounts.  The Fund may also pay a fee of up 
to $20 fee per account for shareholder accounts for underlying omnibus accounts when the Fund pays no 
other fee to the third-party service provider on such assets. 

Distribution Plan 

The Board has adopted a plan of distribution (the “Plan”) pursuant to Rule 12b-1 under the 1940 
Act, which permits the Class N shares of the Fund to pay certain expenses associated with the distribution 
of its shares. Under the Plan, the Fund may pay amounts not exceeding, on an annual basis, 0.25% of the 
Fund’s average daily net assets for Class N shares. From this amount, the Distributor may make payments 
to financial institutions and intermediaries such as banks, savings and loan associations, insurance 
companies, investment counselors, broker-dealers, and the Distributor’s affiliates and subsidiaries as 
compensation for services, reimbursement of expenses incurred in connection with distribution assistance, 
or provision of shareholder services. The Plan for Class N shares is characterized as a reimbursement plan 
and is directly tied to expenses incurred by the Distributor; the payments the Distributor receives during 
any year may not exceed its actual expenses.  

Rule 12b-1 regulates the circumstances under which an investment company may directly or 
indirectly bear expenses relating to the distribution of its shares. Continuance of the Plan must be 
approved annually by a majority of the Trustees of the Trust and by a majority of the Trustees who are not 
“interested persons” of the Trust or the Distributor, as that term is defined in the 1940 Act (“Independent 
Trustees”).  In adopting the Plan, the Independent Trustees concluded in accordance with the 
requirements of Rule 12b-1 that there is a reasonable likelihood that the Plan will benefit the Fund and its 
shareholders by resulting in greater sales of Fund shares.  The Plan requires that quarterly written reports 
of amounts spent under the Plan and the purposes of such expenditures be furnished to and reviewed by 
the Trustees. In accordance with Rule 12b-1 under the 1940 Act, the Plan may be terminated with respect 
to the Fund by a vote of a majority of the Independent Trustees, or by a vote of a majority of the 
outstanding shares of the Fund. The Plan may be amended by vote of the Trust’s Board, including a 
majority of the Independent Trustees, cast in person at a meeting called for such purpose, except that any 
change that would effect a material increase in any distribution fee with respect to the Fund (or class) 
requires the approval of the Fund’s (or class’s) shareholders. All material amendments of the Plan will 
require approval by a majority of the Trustees of the Trust and of the Independent Trustees.  

To the Trust’s knowledge, no “interested person” of the Trust, nor any Trustee who is not an 
“interested person,” has a direct or indirect financial interest in the operation of the Plan. 

It is possible that an intermediary may offer different classes of shares to its customers and 
differing services to the classes, and thus receive compensation with respect to different classes.  
Intermediaries also may charge separate fees to their customers.  The Fund may pay third-party service 
providers up to 0.15% of the Fund’s average daily net assets for certain “sub-transfer agency” services 
they provide for shareholder accounts underlying omnibus accounts.  The Fund may also pay a fee of up 
to $20 per account for shareholder accounts underlying omnibus accounts when the Fund pays no other 
fee to the third-party service provider on such assets. 
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Custodian 

The Bank of New York Mellon, One Wall Street, New York, NY 10286, serves as custodian of 
the Trust’s assets on behalf of the Fund. As of April 11, 2011, the Custodian Agreement between the 
Trust and PFPC Trust Company was assigned to The Bank of New York Mellon. 

Transfer Agent and Dividend Paying Agent 

BNY Mellon Investment Servicing (US), Inc., 4400 Computer Drive, Westborough, 
Massachusetts 01581, serves as transfer agent and dividend paying agent for the Trust. 

Counsel and Independent Registered Public Accounting Firm 

Vedder Price P.C., with offices at 222 North LaSalle Street, Chicago, Illinois 60601, serves as 
counsel to the Trust. 

Mayer Brown LLP, with offices at 71 South Wacker Drive, Chicago, Illinois 60606, serves as 
counsel to the Independent Trustees. 

Ernst & Young LLP, with offices at 155 North Wacker Drive, Chicago, Illinois 60606, is the 
Trust’s independent registered public accounting firm. 

PORTFOLIO TRANSACTIONS AND BROKERAGE COMMISSIONS 

The Subadviser is responsible for decisions to buy and sell securities for the Fund, for the 
placement of its portfolio business and the negotiation of commissions, if any, paid on such transactions.  
In placing trades for the Fund, the Subadviser will follow the Trust’s policy of seeking best execution of 
orders under the circumstances.  Securities traded in the over-the-counter market are generally traded on a 
net basis with dealers acting as principal for their own accounts without a stated commission.  In over-the-
counter transactions, orders are placed directly with a principal market-maker unless a better price and 
execution can be obtained by using a broker.  Brokerage commissions are paid on transactions in listed 
securities, futures contracts and options. 

The Subadviser attempts to obtain the best overall price and most favorable execution of 
transactions in portfolio securities.  However, subject to policies established by the Board, the Fund may 
pay a broker-dealer a commission for effecting a portfolio transaction for the Fund in excess of the 
amount of commission another broker-dealer would have charged if the Subadviser determines in good 
faith that the commission paid was reasonable in relation to the brokerage or research services provided 
by such broker-dealer, viewed in terms of that particular transaction or such firm’s overall responsibilities 
with respect to the clients, including the Fund, as to which it exercises investment discretion.  In selecting 
and monitoring broker-dealers and negotiating commissions, consideration will be given to a broker-
dealer’s reliability, the quality of its execution services on a continuing basis and its financial condition, 
among other things.  Research services furnished by broker-dealers through whom the Fund effects 
securities transactions may be used by the Subadviser, as the case may be, in servicing all of their 
respective accounts; not all such services may be used in connection with the Fund.  The term “research 
services” may include, but is not limited to, advice as to the value of securities; the advisability of 
investing in, purchasing or selling securities; the availability of securities or purchasers or sellers of 
securities; and analyses or reports concerning issuers, industries, securities, economic factors and trends, 
portfolio strategy or the performance of accounts. 
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It is likely that the broker-dealers selected based on the foregoing considerations will include 
firms that also sell shares of the Fund to their customers.  However, the Subadviser does not consider 
sales of Fund shares as a factor in the selection of broker-dealers to execute portfolio transactions for the 
Fund and, accordingly, the Trust has implemented policies and procedures reasonably designed to prevent 
sales of Fund shares from being considered as a factor in the selection of broker-dealers to execute 
portfolio transactions for the Fund. 

The Subadviser may effect portfolio transactions for other investment companies and advisory 
accounts.  The Subadviser will attempt to equitably allocate portfolio transactions among the Fund and 
other client accounts whenever concurrent decisions are made to purchase or sell securities by the Fund 
and other accounts.  In making such allocations between the Fund and other client accounts, the main, but 
not exclusive, factors to be considered are the availability of cash for investment, the duration of the 
portfolio, the respective investment objectives, the relative size of portfolio holdings of the same or 
comparable securities, the size of investment commitments generally held and the opinions of the persons 
responsible for recommending investments to the Fund and the others.  In some cases, these procedures 
could have an adverse effect on the Fund.  In the opinion of the Subadviser, however, the results of such 
procedure will generally be in the best interest of each of the clients. 

The Adviser or its affiliates compensate many intermediaries that distribute and/or service 
investors in the Fund (each, an “Intermediary”) out of their own assets, and not as additional charges to 
the Fund, in connection with the sale and distribution of shares of the Fund and/or servicing of these 
shares.  The payments are in addition to the payments by the Fund described in the Fund’s Prospectus for 
distribution and/or shareholder servicing, if any.  Such additional payments (“Additional Payments”)  
may be for 1) sales of shares, 2) services including, but not limited to, subaccounting, marketing support, 
administrative and shareholder processing services, and 3) distribution including, but not limited to, 
access to a third-party platform, fund offering list or other marketing programs and/or “shelf space.”  
Additional Payments for marketing programs include, but are not limited to, inclusion of the Fund on 
preferred or recommended sales lists, mutual fund “supermarket” platforms and other formal sales 
programs granting access to the Intermediary’s sales force and obtaining other forms of marketing 
support.  These Additional Payments made by the Adviser or its affiliates may be a fixed dollar amount; 
may be based on the number of customer accounts maintained by an Intermediary; may be based on a 
percentage of the value of shares sold to, or held by, customers of the Intermediary involved; or may be 
calculated on another basis.  These Additional Payments, sometimes referred to as “revenue sharing,” 
may represent a premium over payments made by other fund families, and Intermediary investment 
professionals may have an added incentive to sell or recommend the Fund or share class over others 
offered by competing fund families.  The revenue sharing payments may differ for each fund within the 
Aston family of funds.  In certain cases, the revenue sharing differs by fund within the same Intermediary 
or within the same fund at the same Intermediary.  Revenue sharing may differ for the Fund across certain 
Intermediaries. 

A number of factors are considered in determining whether to make Additional Payments.  Such 
factors may include, without limitation, the level or type of services provided by the Intermediary, the 
level or expected level of assets or sales of shares, the Fund’s status on a preferred or recommended fund 
list, access to an Intermediary’s personnel, and other factors.  In addition to such payments, the Adviser or 
its affiliates may offer other incentives, including sponsorship of Intermediary and third-party sponsored 
educational seminars for investment professionals and clients, and payment or reimbursement of 
expenses, including but not limited to meals and hotel accommodations, incurred by Intermediary 
investment professionals in connection with certain meetings held by the Trust or the Adviser for the 
purpose of training or education of such Intermediary investment professionals. 
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Portfolio Turnover 

The portfolio turnover rate for the Fund is calculated by dividing the lesser of purchases or sales 
of portfolio investments for the reporting period by the monthly average value of the portfolio 
investments owned during the reporting period.  The calculation excludes all securities, including options, 
whose maturities or expiration dates at the time of acquisition are one year or less.  Portfolio turnover 
may vary greatly from year to year as well as within a particular year and may be affected by cash 
requirements for redemption of shares and by requirements which must be met for the Fund to receive 
favorable federal income tax treatment.  Portfolio turnover is generally not expected to exceed 100% in 
the Fund.  A high portfolio turnover rate (i.e., over 100%) may result in the realization of substantial net 
short-term capital gains and involves correspondingly greater transaction costs.  Distributions derived 
from net short-term capital gains of the Fund (i.e., net short-term capital gain in excess of net long-term 
capital loss) are taxable to shareholders as ordinary income for federal income tax purposes.  To the 
extent that net long-term capital gains (i.e., net long-term capital gain in excess of net short-term capital 
loss) are realized, distributions derived from such gains are generally treated as capital gain dividends for 
federal income tax purposes and taxed to shareholders as long-term capital gain. 

DISCLOSURE OF PORTFOLIO HOLDINGS 

The Fund’s portfolio holdings as of the end of each calendar month are generally posted on the 
Aston Funds’ website, www.astonfunds.com, on or about the fifteenth day after month-end.  Portfolio 
holdings information is made available to investors and to Intermediaries selling Fund shares only after its 
public disclosure. 

The Trust’s policies and procedures governing disclosure of portfolio holdings permit nonpublic 
portfolio holdings information (including portfolio characteristics information, such as sector and 
portfolio allocations) to be shared with the Fund’s service providers and others who generally need access 
to such information in the performance of their contractual duties and responsibilities, including the 
Trust’s custodian, pricing services, fund accountants, Adviser, Subadviser, Administrator, 
Subadministrator, independent public accountants, attorneys, officers and Trustees and each of their 
respective affiliates and advisers, and are subject to duties of confidentiality, including a duty not to trade 
on nonpublic information.  Nonpublic portfolio holdings information may also be disclosed by the Fund 
or its duly authorized service providers to certain third parties, including mutual fund evaluation services, 
rating agencies, lenders or providers of a borrowing facility, 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, other departments, 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 or Chief Executive Officer 
of the Trust or the applicable service provider approves of the disclosure.  These conditions do not apply 
to portfolio holdings information released to such third parties after it is posted on the website. 

Disclosure of the Fund’s portfolio holdings information as an exception to the Trust’s policies 
and procedures must be approved by the CCO or Chief Executive Officer of the Trust.  No compensation 
or other consideration is received by the Trust or any affiliates of the Trust for disclosure of portfolio 
holdings information.  The Board receives 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 or his designee is responsible for monitoring compliance with 
these procedures, including requesting information from service providers. 

The Fund discloses its portfolio holdings to the extent required by law. 
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DESCRIPTION OF SHARES 

The Fund is authorized to issue an unlimited number of shares of beneficial interest without par 
value.  Class N shares and Class I shares are the two classes of shares currently issued by the Fund.  
Neither class is subject to an initial sales charge or a contingent deferred sales charge.  Class N shares are 
subject to a Rule 12b-1 fee with a maximum annual fee of 0.25% of average daily net assets.  Because 
each class has different expenses, performance will vary.  Shares of the Fund represent equal 
proportionate interests in the assets of the Fund only and have identical voting, dividend, redemption, 
liquidation and other rights except that Class I shares have no rights with respect to the Fund’s Plan.  All 
shares issued are fully paid and non-assessable, and shareholders have no preemptive or other right to 
subscribe to any additional shares and no conversion rights. 

Minimum Initial Investments 

Class N shares have a minimum initial investment of $2,500 and a $50 minimum subsequent 
investment. The minimum initial investment for the Class N shares of the Fund by Individual Retirement 
Accounts, Education Savings Accounts and Uniform Gift to Minor Accounts/Uniform Transfer to Minor 
Accounts is $500. The subsequent minimum investment for each account type is $50. 

Class I shares have a minimum initial investment of $1,000,000 and a $50 minimum subsequent 
investment. 

For purposes of the investment minimum, the balances of Fund accounts of clients of a financial 
consultant may be aggregated in determining whether the minimum investment has been met.  This 
aggregation may also be applied to the accounts of immediate family members (i.e., a person’s spouse, 
parents, children, siblings and in-laws).  In addition, the aggregation may be applied to the related 
accounts of a corporation or other legal entity.  The Fund may waive the minimum initial investment by 
obtaining a letter of intent, evidencing an investor’s intention of meeting the minimum initial investment 
in a specified period of time as continually reviewed and approved by the Board.  The minimum 
investment requirement may be waived for Trustees of the Trust and employees of the Adviser and their 
spouses, employees of the Subadviser and their spouses and affiliates of the Adviser.  The minimum 
investment requirement may be waived for certain omnibus accounts, mutual fund advisory platforms and 
registered investment advisors, banks, trust companies or similar financial institutions investing for their 
own account or for the account of their clients or customers for whom such institution is exercising 
investment discretion, or otherwise acting on behalf of clients or customers.  The minimum investment 
requirement may be waived for individual accounts of a financial intermediary that charges an ongoing 
fee for its services or offers shares through a no-load network or platform, and for accounts invested 
through fee-based advisory accounts, certain “wrap” programs and similar programs with approved 
intermediaries.  The Trust reserves the right to waive the Fund’s minimum initial investment requirement 
for any reason. 

There is no sales load or charge in connection with the purchase of shares.  The Trust reserves the 
right to reject any purchase order and to suspend the offering of shares of the Fund.  The Fund also 
reserves the right to change the initial and subsequent investment minimums. 

Anti-Money Laundering Laws 

The Fund is required to comply with various federal anti-money laundering laws and regulations.  
Consequently, the Fund may be required to “freeze” the account of a shareholder if the shareholder 
appears to be involved in suspicious activity or if certain account information matches information on 
government lists of known terrorists or other suspicious persons, or the Fund may be required to transfer 
the account or proceeds of the account to a government agency. 
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Customer Identification Program 

Federal law requires the Fund to obtain, verify and record identifying information for each 
investor who opens or reopens an account with Aston Funds.  An investor may be an individual or a 
person other than an individual (such as a corporation, partnership or trust).  Such identifying information 
may include the name, residential or business street address, principal place of business, local office or 
other physical location (for a person other than an individual), date of birth (for an individual), social 
security or taxpayer identification number or other identifying information.  Applications without the 
required information, or without any indication that a social security or taxpayer identification number 
has been applied for, may not be accepted.  After acceptance, to the extent permitted by applicable law or 
its customer identification program, Aston Funds reserves the right (a) to place limits on transactions in 
any account until the identity of the investor is verified; or (b) to refuse an investment in Aston Funds or 
to involuntarily redeem an investor’s shares at the current share price and close an account in the event 
that an investor’s identity is not verified within 90 days regardless of the type of account.  This may cause 
shares in the investor’s account to be redeemed at a loss.  You may be subject to taxes if Aston Funds 
liquidates your account due to insufficient information as it relates to customer identification procedures.  
Aston Funds and its agents will not be responsible for any loss or adverse tax effect in an investor’s 
account resulting from the investor’s delay in providing all required identifying information or from 
closing an account and redeeming an investor’s shares when an investor’s identity cannot be verified. 

Voting Rights 

Each issued and outstanding full and fractional share of the Fund is entitled to one full and 
fractional vote.  Shares of the Fund participate equally in regard to dividends, distributions and 
liquidations with respect to the Fund subject to preferences (such as Rule 12b-1 distribution fees), rights 
or privileges of any share class.  Shareholders have equal non-cumulative voting rights.  Class N shares of 
the Fund have exclusive voting rights with respect to the Plan for the Fund.  On any matter submitted to a 
vote of shareholders, shares of the Fund will vote separately except when a vote of shareholders in the 
aggregate is required by law, or when the Trustees have determined that the matter affects the interests of 
more than one fund of the Aston Funds, in which case the shareholders of all such funds shall be entitled 
to vote thereon. 

Shareholder Meetings 

The Board does not intend to hold annual meetings of shareholders of the Fund.  The Trust 
Instrument provides that the Board will call a meeting for the purpose of voting upon the question of 
removal of any Trustee when requested to do so by shareholders owning not less than 10% of the 
outstanding shares of the Fund entitled to vote.  In addition, subject to certain conditions, shareholders of 
the Fund may apply to the Trust to communicate with other shareholders to request a shareholders’ 
meeting to vote upon the removal of a Trustee. 

Certain Provisions of the Trust Instrument 

Under Delaware law, the shareholders of the Fund will not be personally liable for the obligations 
of the Fund; a shareholder is entitled to the same limitation of personal liability extended to shareholders 
of corporations.  To guard against the risk that Delaware law might not be applied in other states, the 
Trust Instrument requires that every written obligation of the Trust or the Fund contain a statement that 
such obligation may only be enforced against the assets of the Trust or Fund and provides for 
indemnification out of Trust or Fund property of any shareholder nevertheless held personally liable for 
Trust or Fund obligations. 
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Expenses 

Expenses attributable to the Trust, but not to a particular fund, will be allocated to each fund of 
the Aston Funds on the basis of relative net assets of the funds.  Similarly, expenses attributable to a 
particular fund, but not to a particular class thereof, will be allocated to each class of such fund on the 
basis of relative net assets of the classes.  General Trust expenses may include but are not limited to:  
insurance premiums, Trustee fees, expenses of maintaining the Trust’s legal existence and fees of industry 
organizations.  General Fund expenses may include but are not limited to:  audit fees, brokerage 
commissions, registration of Fund shares with the SEC, fees to the various state securities commissions, 
printing and postage expenses related to preparing and distributing required documents such as 
shareholder reports, prospectuses and proxy statements to current shareholders, fees of the Fund’s 
custodian, Administrator, Subadministrator, transfer agent and other service providers, including third-
party service providers that provide “sub-transfer agency” services for shareholder accounts, underlying 
omnibus accounts and costs of obtaining quotations of portfolio securities and pricing of Fund shares.  
Class-specific expenses relating to distribution and service fee payments associated with a Rule 12b-1 
plan for a particular class of shares and other costs relating to implementing or amending such plan 
(including obtaining shareholder approval of such plan or any amendment thereto) will be borne solely by 
shareholders of such class.  Other fees and expenses that may differ between classes may include but are 
not limited to, litigation or other legal expenses relating to a specific class, and expenses incurred as a 
result of matters relating to a specific class. 

Notwithstanding the foregoing, the Adviser or other service providers may waive or reimburse 
the fees and expenses of a specific fund or a class or classes to the extent permitted under Rule 18f-3 
under the 1940 Act. 

NET ASSET VALUE 

The net asset value per share of the Fund is computed as of the close of the regular trading 
session on the NYSE on each day the NYSE is open for trading, typically 4:00 p.m. Eastern time.  The 
NYSE is closed on New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, 
Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. 

The net asset value per share is computed by adding the value of all securities and other assets in 
the portfolio, deducting any liabilities (expenses and fees are accrued daily) and dividing by the number 
of shares outstanding.  The portfolio securities of the Fund listed or traded on a national securities 
exchange or reported on the NASDAQ National Market System are valued at the last sale price or 
NASDAQ Official Closing Price, when appropriate.  If no last sale price or NASDAQ Official Closing 
Price, when appropriate, is reported, the mean of the last bid and asked prices may be used.  Securities 
traded over-the-counter are priced at the mean of the latest bid and asked prices.  When market quotations 
are not readily available or are deemed unreliable, securities and other assets are valued at fair value as 
determined by the Adviser in accordance with guidelines adopted by the Board. 

Fixed income securities are valued using evaluated prices obtained from independent pricing 
services in accordance with guidelines adopted and periodically reviewed by the Board.  Options, futures 
and options on futures are valued at the settlement price as determined by the appropriate clearing 
corporation. 

Quotations of foreign securities denominated in foreign currency are converted to U.S. dollar 
equivalents using foreign exchange quotations received from independent dealers.  The calculation of the 
net asset value of the Fund may not take place contemporaneously with the determination of the prices of 
certain portfolio securities of foreign issuers used in such calculation.  Further, under the Trust’s 
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procedures, the prices of foreign securities are determined using information derived from pricing 
services and other sources.  Information that becomes known to the Trust or its agents after the time that 
net asset value is calculated on any Business Day may be assessed in determining net asset value per 
share after the time of receipt of the information, but will not be used to retroactively adjust the price of 
the security so determined earlier or on a prior day.  Events affecting the values of portfolio securities that 
occur between the time their prices are determined and the close of regular trading on the NYSE 
(normally 4:00 p.m. Eastern time) may not be reflected in the calculation of net asset value.  If events 
materially affecting the value of such securities occur during such period, then these securities may be 
valued at fair value as determined by the Adviser in accordance with guidelines adopted by the Board.  
Under the fair valuation procedures adopted by the Board, the Fund may rely primarily on the services of 
a third party pricing service to determine fair value prices for foreign securities if certain market events 
occur.  

REDEMPTION IN-KIND  

Larger redemptions may be detrimental to the Fund’s existing shareholders.  While the Fund 
intends to pay all sales proceeds in cash, the Trust, on behalf of the Fund, reserves the right to honor any 
request for redemption in excess of $250,000 during any 90-day period by making payment in whole or in 
part in the form of certain securities of the Fund chosen by the Fund and valued the same way as they are 
valued for purposes of computing the Fund’s net asset value.  This is called “redemption-in-kind.” A 
shareholder may need to pay certain sales charges related to a redemption-in-kind, such as brokerage 
commissions, when the securities are sold.  For shares that are not held in a tax deferred account, 
redemptions-in-kind are taxable for federal income tax purposes in the same manner as when sales 
proceeds are paid in cash. 

DIVIDENDS 

Income dividends and capital gain distributions are reinvested automatically in additional shares 
at net asset value, unless you elect to receive them in cash.  Distribution options may be changed at any 
time by requesting a change in writing.  Any check in payment of dividends or other distributions which 
cannot be delivered by the Post Office or which remains uncashed for a period of more than one year may 
be reinvested in the shareholder’s account at the then current net asset value and the dividend option may 
be changed from cash to reinvest.  Dividends are reinvested on the ex-dividend date at the net asset value 
determined at the close of business on that date.  Please note that shares purchased shortly before the 
record date for a dividend or distribution may have the effect of returning capital, although such dividends 
and distributions are subject to federal income taxes in the same manner as other distributions. 

FEDERAL INCOME TAXES 

The following is intended to be a general summary of certain federal income tax consequences of 
investing in the Fund.  It is not intended as a complete discussion of all such consequences or a discussion 
of circumstances applicable to certain types of shareholders.  Investors are therefore advised to consult 
their tax advisors before making an investment decision. 

Fund Taxation 

The Fund intends to qualify and to continue to qualify each year as a regulated investment 
company (“RIC”) under the Code.  In order to so qualify, the Fund must, among other things, (i) derive at 
least 90% of its gross income from dividends, interest, payments with respect to certain securities loans, 
gains from the sale or other disposition of stock, securities or foreign currencies, or other income 
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(including but not limited to gains from options, futures or forward contracts) derived with respect to its 
business of investing in such stock, securities or currencies and net income derived from interests in 
qualified publicly traded partnerships, (ii) distribute at least 90% of its dividend, interest and certain other 
taxable income each year and 90% of its net tax exempt income and (iii) at the end of each fiscal quarter 
(a) maintain at least 50% of the value of its total assets in cash and cash items, U.S. government 
securities, securities of other RICs, and other securities of issuers which represent, with respect to each 
issuer, no more than 5% of the value of the Fund’s total assets and 10% of the outstanding voting 
securities of such issuer, and (b) have no more than 25% of the value of its total assets invested in the 
securities (other than those of the U.S. government or other RICs) of any one issuer or of two or more 
issuers which the Fund controls and which are engaged in the same, similar or related trades and 
businesses or in the securities of one or more qualified publicly traded partnerships.  The requirements for 
qualification as a RIC may significantly limit the extent to which the Fund may invest in some 
investments. 

To the extent that the Fund qualifies for treatment as a RIC, it will not be subject to federal 
income tax on income and gains paid to shareholders in the form of dividends or capital gains 
distributions. 

A federal excise tax at the rate of 4% will be imposed on the excess, if any, of the Fund’s 
“required distribution” over actual distributions in any calendar year.  Generally, the “required 
distribution” is 98% of the Fund’s ordinary income for the calendar year plus 98.2% of its capital gain net 
income recognized during the one-year period ending on October 31 plus undistributed amounts from 
prior years.  The Fund intends to make distributions sufficient to avoid imposition of the excise tax. 

If the Fund invests in certain pay-in-kind securities, zero coupon securities, deferred interest 
securities or, in general, any other securities with original issue discount (or with market discount if the 
Fund elects to include market discount in income currently), the Fund must accrue income on such 
investments for each taxable year, which generally will be prior to the receipt of the corresponding cash 
payments.  However, the Fund must distribute to shareholders, at least annually, all or substantially all of 
its investment company taxable income (determined without regard to the deduction for dividends paid), 
including such accrued income, to avoid federal income and excise taxes.  Therefore, the Fund may have 
to dispose of its portfolio securities under disadvantageous circumstances to generate cash, or may have to 
leverage itself by borrowing the cash, to satisfy these distribution requirements. 

The Fund may acquire market discount bonds.  A market discount bond is a security acquired in 
the secondary market at a price below its redemption value (or its adjusted issue price if it is also an 
original issue discount bond).  If the Fund invests in a market discount bond, it generally will be required 
to treat any gain recognized on the disposition of such market discount bond as ordinary income (instead 
of capital gain) to the extent of the accrued market discount, unless the Fund elects to include the market 
discount in income as it accrues. 

The Fund’s investment in lower-rated or unrated debt securities, if any, may present issues for the 
Fund if the issuers of these securities default on their obligations because the federal income tax 
consequences to a holder of such securities are not certain. 

The Fund’s transactions, if any, in forward contracts, options, futures contracts and hedged 
investments may be subject to special provisions of the Code that, among other things, may affect the 
character of gain and loss realized by the Fund (i.e., may affect whether gain or loss is ordinary or 
capital), accelerate recognition of income to the Fund, defer the Fund’s losses, and affect whether capital 
gain and loss is characterized as long-term or short-term.  These rules could therefore affect the character, 
amount and timing of distributions to shareholders.  These provisions also may require the Fund to mark-
to-market certain types of positions (i.e., treat them as if they were closed out), which may cause the Fund 
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to recognize income without receiving cash with which to make distributions in amounts necessary to 
satisfy the distribution requirements for avoiding federal income and excise taxes.  The Fund will monitor 
its transactions, make the appropriate tax elections, and make the appropriate entries in its books and 
records when it acquires any option, futures contract, forward contract, or hedged investment in order to 
mitigate the effect of these rules, prevent disqualification of the Fund as a RIC, and minimize the 
imposition of federal income and excise taxes. 

If an option which the Fund has written expires on its stipulated expiration date, the Fund 
recognizes a short-term capital gain.  If the Fund enters into a closing purchase transaction with respect to 
an option which the Fund has written, the Fund realizes a short-term capital gain (or loss if the cost of the 
closing transaction exceeds the premium received when the option was sold) without regard to any 
unrealized gain or loss on the underlying security, and the liability related to such option is extinguished.  
If a call option which the Fund has written is exercised, the Fund realizes a capital gain or loss from the 
sale of the underlying security and the proceeds from such sale are increased by the premium originally 
received. 

If an option which the Fund has purchased expires on the stipulated expiration date, the Fund 
realizes a short-term or long-term capital loss for federal income tax purposes in the amount of the cost of 
the option.  If the Fund exercises a put option, it realizes a capital gain or loss (long-term or short-term, 
depending on the holding period of the underlying security) from the sale of the underlying security 
which will be decreased by the premium originally paid. 

Options held by the Fund at the end of each fiscal year on a broad-based stock index are 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 (“60/40 gain or loss”).  Certain other options, futures 
contracts and options on futures contracts utilized by the Fund are also Section 1256 contracts.  These 
Section 1256 contracts held by the Fund at the end of each taxable year (and on October 31 of each year 
for purposes of the 4% excise tax) are also “marked-to-market” with the result that unrealized gains or 
losses are treated as though they were realized and the resulting gain or loss, together with the gain or loss 
on actual sales, is treated as a 60/40 gain or loss. 

The Fund’s entry into a short sale transaction, an option or certain other transactions could be 
treated as the constructive sale of an appreciated financial position, causing the Fund to realize gain, but 
not loss, on the position. 

The application of certain requirements for qualification as a RIC and the application of certain 
other federal income tax rules may be unclear in some respects in connection with investments in certain 
derivatives and other investments. As a result, the Fund may be required to limit the extent to which it 
invests in such investments and it is also possible that the Internal Revenue Service (the “IRS”) may not 
agree with the Fund’s treatment of such investments. In addition, the tax treatment of derivatives and 
certain other 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 the 
Fund’s income and gains and distributions to shareholders, affect whether the Fund has made sufficient 
distributions and otherwise satisfied the requirements to maintain its qualification as a RIC and avoid 
federal income and excise taxes or limit the extent to which the Fund may invest in certain derivatives and 
other investments in the future. 

Generally, the character of the income or capital gains that the Fund receives from another 
investment company will pass through to the Fund’s shareholders as long as the Fund and the other 
investment company each qualify as RICs.  However, to the extent that another investment company that 
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qualifies as a RIC 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 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, which will not be treated as favorably for federal income tax purposes as an ordinary 
deduction.  In particular, the Fund will not be able to offset any capital losses from its dispositions of 
shares of other investment companies against its ordinary income.  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. 

The Fund may invest to a limited degree in MLPs and ETFs that are treated as qualified publicly 
traded partnerships for federal income tax purposes.  Net income derived from an interest in a qualified 
publicly traded partnership is included in the sources of income from which a RIC may derive 90% of its 
gross income.  However, no more than 25% of the value of a RIC’s total assets at the end of each fiscal 
quarter may be invested in securities of qualified publicly traded partnerships.  If an MLP or ETF in 
which the Fund invests is taxed as a partnership for federal income tax purposes, the Fund will be taxable 
on its allocable share of the MLP’s or ETF’s income regardless of whether the Fund receives any 
distribution from the MLP or ETF.  Thus, the Fund may be required to sell other securities in order to 
satisfy the distribution requirements to qualify as a RIC and to avoid federal income and excise taxes.  
Distributions to the Fund from an MLP or ETF that is taxed as a partnership for federal income tax 
purposes will constitute a return of capital to the extent of the Fund’s basis in its interest in the MLP or 
ETF.  If the Fund’s basis is reduced to zero, distributions will constitute capital gain for federal income 
tax purposes. 

Distributions from royalty and income trusts will be treated as dividend income eligible under the 
90% income test described above if the trust is treated as a corporation for U.S. federal income tax 
purposes.  The Fund will invest only in royalty and income trusts that are expected to be treated as 
corporations for U.S. federal income tax purposes. 

Under the Code, gains or losses attributable to fluctuations in exchange rates which occur 
between the time the Fund accrues income or other receivables or accrues expenses or other liability 
denominated in a foreign currency and the time the Fund actually collects such receivable or pays such 
liabilities generally are treated as ordinary income or loss.  Similarly, on disposition of debt securities 
denominated in a foreign currency and on disposition of certain other instruments, gains or losses 
attributable to fluctuations in the value of the foreign currency between the date of acquisition of the 
security or contract and the date of disposition also may be treated as ordinary gain or loss.  These gains 
and losses, referred to under the Code as “Section 988” gains or losses, may increase or decrease the 
amount of the Fund’s investment company taxable income to be distributed to its shareholders as ordinary 
income. 

If the Fund receives an “excess distribution” with respect to the stock of a passive foreign 
investment company (“PFIC”), the Fund itself may be subject to federal income tax on a portion of the 
excess distribution, whether or not the corresponding income is distributed by the Fund to shareholders.  
In general, a foreign corporation is classified as a PFIC for a taxable year if at least 50% of its assets 
constitute certain investment-type assets or 75% or more of its gross income is certain investment-type 
income. 
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Under the PFIC rules, an excess distribution is treated as having been realized ratably over the 
period during which the Fund held the PFIC stock.  The Fund itself will be subject to U.S. federal income 
tax (including interest) on the portion, if any, of an excess distribution that is so allocated to prior taxable 
years.  Certain distributions from a PFIC as well as gain from the sale of PFIC stock are treated as excess 
distributions.  Excess distributions are characterized as ordinary income even though, absent application 
of the PFIC rules, certain excess distributions might have been classified as capital gain. 

Rather than being taxed on the PFIC income as discussed above, the Fund may be eligible to elect 
alternative tax treatment.  Under an election that currently is available in certain circumstances, the Fund 
generally would be required to include in its gross income its share of the PFIC’s income and net capital 
gain annually, regardless of whether distributions are received from the PFIC in a given year.  In addition, 
another election may be available that would involve marking to market the Fund’s PFIC shares at the 
end of each taxable year (and on certain other dates prescribed in the Code), with the result that 
unrealized gains are treated as though they were realized and treated as ordinary income or loss (subject 
to certain limitations).  If this election were made, federal income tax at the Fund level under the PFIC 
rules would generally be eliminated, but the Fund could, in limited circumstances, incur nondeductible 
interest charges.  The Fund’s intention to qualify annually as a RIC may limit its options with respect to 
PFIC shares. 

Because the application of the PFIC rules may affect, among other things, the character of gains 
and the amount of gain or loss and the timing of the recognition of income with respect to PFIC shares, 
and may subject the Fund itself to tax on certain income from PFIC shares, the amount that must be 
distributed to shareholders and that will be taxed to shareholders as ordinary income or long-term capital 
gain may be increased or decreased as compared to a fund that did not invest in PFIC shares. 

The Fund’s investments in REITs may result in the Fund’s receipt of cash in excess of the REIT’s 
earnings; if the Fund distributes these amounts, these distributions could constitute a return of capital to 
Fund shareholders for federal income tax purposes.  Investments in REIT equity securities also may 
require the Fund to accrue and distribute income not yet received.  To generate sufficient cash to make the 
requisite distributions, the Fund may be required to sell securities in its portfolio (including when it is not 
advantageous to do so) that it otherwise would have continued to hold.  Dividends received by the Fund 
from a REIT will not qualify for the corporate dividends-received deduction and generally will not 
constitute qualified dividend income (see “Shareholder Taxation” below). 

The Fund may invest in REITs that hold residual interests in real estate mortgage investment 
conduits (“REMICs”).  Under a notice issued by the IRS, a portion of the Fund’s income from a REIT (or 
other pass-through entity) that is attributable to a residual interest in a REMIC (referred to in the Code as 
an “excess inclusion”) will be subject to federal income tax in all events.  The notice provides that excess 
inclusion income of a RIC, such as the Fund, will be allocated to shareholders of the RIC in proportion to 
the dividends received by such shareholders, with the same consequences as if the shareholders held the 
related REMIC residual interest directly.  In general, excess inclusion income allocated to shareholders 
(a) cannot be offset by net operating losses (subject to a limited exception for certain thrift institutions), 
(b) will constitute unrelated business taxable income to entities (including a qualified pension plan, an 
individual retirement account, a 401(k) plan, a Keogh plan or other tax-exempt entity) subject to tax on 
unrelated business income, thereby potentially requiring such an entity that is allocated excess inclusion 
income, and otherwise might not be required to file a federal income tax return, to file a tax return and 
pay tax on such income, and (c) in the case of a foreign shareholder, will not qualify for any reduction in 
U.S. federal withholding tax.  In addition, if at any time during any taxable year a “disqualified 
organization” (as defined by the Code) is a record holder of a share in a RIC, then the RIC will be subject 
to a tax equal to that portion of its excess inclusion income for the taxable year that is allocable to the 
disqualified organization, multiplied by the highest federal income tax rate imposed on corporations. 
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Shareholder Taxation 

Shareholders will be subject to federal income taxes on distributions made by the Fund whether 
received in cash or additional shares of the Fund.  Distributions of net investment income (including any 
net short-term capital gain in excess of any net long-term capital loss), other than “qualified dividend 
income,” if any, will be taxable to shareholders as ordinary income.  For taxable years beginning prior to 
January 1, 2013, distributions of qualified dividend income, as such term is defined in Section 1(h)(11) of 
the Code (generally dividends received from U.S. domestic corporations and certain qualified foreign 
corporations), by the Fund to its noncorporate shareholders generally will be taxed at the federal income 
tax rates applicable to net capital gain, provided certain holding period and other requirements described 
below are satisfied.  Dividends received from REITs and certain foreign corporations generally will not 
constitute qualified dividend income.  Distributions of net capital gain (the excess of net long-term capital 
gains over net short-term capital losses), if any, will be taxable to noncorporate shareholders at a 
maximum federal income tax rate of 15%, without regard to how long a shareholder has held shares of the 
Fund.  Unless extended by future legislation, the 15% federal income tax rate on net capital gain will 
expire for taxable years beginning after 2012 and will be replaced by a maximum federal income tax rate 
on net capital gains of 20%.  Dividends paid by the Fund may also qualify in part for the 70% dividends 
received deduction available to corporate shareholders, provided that certain holding period and other 
requirements under the Code are satisfied.  Generally, however, dividends received from most REITs and 
on stocks of certain foreign issuers are not eligible for the dividends received deduction when distributed 
to the Fund’s corporate shareholders. 

To be eligible for treatment as qualified dividend income, shareholders generally must hold their 
shares for more than 60 days during the 121-day period beginning 60 days before the ex-dividend date.  
In order for dividends received by the Fund’s shareholders to be treated as qualified dividend income, the 
Fund must also meet holding period and other requirements with respect to such dividend paying stocks it 
owns.  A dividend will not be treated as qualified dividend income at the Fund level if the dividend is 
received with respect to any share of stock held for 60 days or fewer during the 121-day period beginning 
on the date which is 60 days before the date on which such share becomes ex-dividend with respect to 
such dividend (or, in the case of certain preferred stock, 90 days or fewer during the 181-day period 
beginning 90 days before such date).  In addition to the above holding period requirements, a dividend 
will not be treated as qualified dividend income (at either the Fund or shareholder level), (1) to the extent 
that the recipient is under an obligation (whether pursuant to a short sale or otherwise) to make related 
payments with respect to positions in substantially similar or related property, (2) if the recipient elects to 
have the dividend income treated as investment income for purposes of the limitation on deductibility of 
investment interest, or (3) if the dividend is received from a foreign corporation that is (a) not eligible for 
the benefits of a comprehensive income tax treaty with the United States (with an exception for stock that 
is readily tradable on an established securities market in the United States) or (b) treated as a PFIC. 

If the Fund receives dividends from another investment company, including an ETF, that 
qualifies as a RIC and the investment company designates such dividends as qualified dividend income, 
then the Fund may in turn designate that portion of its distributions derived from those dividends as 
qualified dividend income, provided the Fund meets the holding period and other requirements with 
respect to its shares of the investment company. 

Distributions declared by the Fund during October, November or December to shareholders of 
record during such month and paid by January 31 of the following year will be taxable in the year they are 
declared, rather than the year in which they are received.  The Fund will notify its shareholders each year 
of the amount and type of the dividends and distributions it paid. 
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Gain or loss realized upon a redemption or other disposition (such as an exchange) of shares of 
the Fund by a shareholder will generally be treated as long-term capital gain or loss if the shares have 
been held for more than one year and, if not held for such period, as short-term capital gain or loss.  Any 
loss on the sale or exchange of shares held for six months or less will be treated as a long-term capital loss 
to the extent of any long-term capital gain dividends paid to the shareholder with respect to such shares.  
Any loss a shareholder realizes on a sale or exchange of shares will be disallowed if the shareholder 
acquires other shares of the Fund (whether through the automatic reinvestment of dividends or otherwise) 
or substantially identical stock or securities within a 61-day period beginning 30 days before and ending 
30 days after the shareholder’s sale or exchange of the shares.  In such case, the shareholder’s tax basis in 
the shares acquired will be adjusted to reflect the disallowed loss.  Capital losses may be subject to 
limitations on their use by a shareholder. 

When a shareholder opens an account, IRS regulations require that the shareholder provide a 
taxpayer identification number (TIN), certify that it is correct, and certify that he, she or it is not subject to 
backup withholding.  If a shareholder fails to provide a TIN or the proper tax certifications, the Fund is 
required to withhold a portion of all distributions (including dividends and capital gain distributions) and 
redemption proceeds paid to the shareholder.  The backup withholding tax rate is 28% for amounts paid 
through 2012.  This rate will expire and the backup withholding rate will be 31% for amounts paid after 
December 31, 2012, unless Congress enacts legislation providing otherwise.  The Fund is also required to 
begin backup withholding on an account if the IRS instructs it to do so.  Amounts withheld may be 
applied to the shareholder’s federal income tax liability and the shareholder may obtain a refund from the 
IRS if withholding results in an overpayment of federal income tax for such year. 

For taxable years beginning after December 31, 2012, an additional 3.8% Medicare tax will be 
imposed on certain net investment income (including ordinary dividends and capital gain distributions 
received from The Fund and net gains from redemptions or other taxable dispositions of Fund shares) of 
U.S. individuals, estates and trusts to the extent that such person’s “modified adjusted gross income”(in 
the case of an individual) or “adjusted gross income” (in the case of an estate or trust) exceeds a threshold 
amount. 

Foreign Taxation 

Income received by the Fund from sources within foreign countries may be subject to 
withholding and other taxes imposed by such countries.  Tax conventions between certain countries and 
the U.S. may reduce or eliminate such taxes.  In addition, the Adviser and Subadviser intend to manage 
the Fund with the intention of minimizing foreign taxation in cases where it is deemed prudent to do so.  
If more than 50% of the value of the Fund’s total assets at the close of its taxable year consists of stock or 
securities of foreign corporations, the Fund will be eligible to elect to “pass through” to the Fund’s 
shareholders the amount of eligible foreign income and similar taxes paid by the Fund.  If this election is 
made, a shareholder generally subject to federal income tax will be required to include in gross income (in 
addition to taxable dividends actually received) his or her pro rata share of foreign taxes in computing his 
or her taxable income and to use such amount as a foreign tax credit against his or her U.S. federal 
income tax liability or deduct such amount in lieu of claiming a credit, in each case subject to certain 
limitations.  In particular, shareholders must hold their shares (without protection from risk of loss) for 
more than 15 days during the 31-day period beginning 15 days before the ex-dividend date to be eligible 
to claim a foreign tax credit with respect to such dividend.  These same holding period rules also 
generally apply at the Fund level; thus if the Fund that makes an election to pass through any foreign tax 
amounts it must also hold the stock in such foreign corporations for such specified periods.  No deduction 
for foreign taxes may be claimed by a shareholder who does not itemize deductions.  Each shareholder 
will be notified after the close of the Fund’s taxable year whether the foreign taxes paid by the Fund will 
“pass through” for that year. 
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Generally, a credit for foreign taxes is subject to the limitation that it may not exceed the 
shareholder’s U.S. federal income tax attributable to his or her total foreign source taxable income.  For 
this purpose, if the pass-through election is made by the Fund, the source of the electing Fund’s income 
will flow through to shareholders of the Fund.  Gains from the sale of securities will be treated as derived 
from U.S. sources and certain currency fluctuation gains, including fluctuation gains from foreign 
currency-denominated debt securities, receivables and payables will be treated as ordinary income 
derived from U.S. sources.  The limitation on the foreign tax credit is applied separately to foreign source 
passive income.  Shareholders may be unable to claim a credit for the full amount of their proportionate 
share of the foreign taxes paid by the Fund. 

If the Fund does not satisfy the requirements for passing through to its shareholders their 
proportionate shares of any foreign taxes paid by the Fund, shareholders will not be required to include 
such taxes in their gross incomes and will not be entitled to a tax deduction or credit for such taxes on 
their own federal income tax returns. 

Other Taxes 

Dividends and distributions also may be subject to state and local taxes.  Shareholders are urged 
to consult their tax advisers regarding the application of federal, foreign, state and local taxes to their 
particular situation. 

The foregoing discussion relates solely to U.S. federal income tax law as applied to U.S. 
investors.  Non-U.S. investors should consult their tax advisers concerning the tax consequences of 
ownership of shares of the Fund, including the possibility that distributions may be subject to a 30% U.S. 
withholding tax (or a reduced rate of withholding provided by an applicable treaty).   

Special rules apply to foreign persons who receive distributions from the Fund that are 
attributable to gain from “United States real property interests” (“USRPIs”).  The Code defines USRPIs 
to include direct holdings of U.S. real property and any interest (other than an interest solely as a creditor) 
in a “United States real property holding corporation.”  The Code defines a United States real property 
holding corporation as any corporation whose USRPIs make up 50% or more of the fair market value of 
its USRPIs, its interests in real property located outside the United States, plus any other assets it uses in a 
trade or business.  In general, if the Fund is a United States real property holding company (determined 
without regard to certain exceptions), distributions by the Fund that are attributable to (a) gains realized 
on the disposition of USRPIs by the Fund and (b) distributions received by the Fund from a lower-tier 
RIC or REIT that the Fund is required to treat as USRPI gain in its hands will retain their character as 
gains realized from USRPIs in the hands of the foreign persons.  (However, absent the enactment of 
legislation providing otherwise, this “look-through” treatment for distributions by the Fund to foreign 
persons applies only to such distributions that are attributable to distributions received by the Fund from a 
lower-tier REIT and are required to be treated as USRPI gain in the Fund’s hands.)  If the foreign 
shareholder holds (or has held at any time during the prior year) more than a 5% interest in a class of 
stock of the Fund, such distributions received by the shareholder with respect to such class of stock will 
be treated as gains “effectively connected” with the conduct of a “U.S. trade or business,” and subject to 
tax at graduated rates.  Moreover, such shareholders will be required to file a U.S. income tax return for 
the year in which the gain was recognized and the Fund will be required to withhold 35% of the amount 
of such distribution.  In the case of all other foreign persons (i.e., those whose interest in the Fund did not 
exceed 5% at any time during the prior year), the USRPI distribution will be treated as ordinary income 
(regardless of any designation by the Fund that such distribution is qualified short-term capital gain or net 
capital gain) and the Fund must withhold 30% (or a lower applicable treaty rate) of the amount of the 
distribution paid to such foreign persons. 



 

 62  

In addition, if the Fund is a United States real property holding corporation or former United 
States real property holding corporation, the Fund may be required to withhold U.S. tax upon a 
redemption of shares by a greater-than-5% shareholder that is a foreign person, and that shareholder 
would be required to file a U.S. income tax return for the year of the disposition of the USRPI and pay 
any additional tax due on the gain.  Prior to January 1, 2012, no withholding is generally required with 
respect to amounts paid in redemption of shares of a fund if the fund is a domestically controlled qualified 
investment entity, or, in certain other limited cases, if a fund (whether or not domestically controlled) 
holds substantial investments in RICs that are domestically controlled qualified investment entities.  
Unless legislation is enacted extending this exemption, beginning on January 1, 2012, such withholding is 
required, without regard to whether the Fund or any RIC in which it invests is domestically controlled. 

PERFORMANCE INFORMATION 

From time to time, the Trust may include general comparative information, such as statistical data 
regarding inflation, securities indices or the features or performance of alternative investments, in 
advertisements, sales literature and reports to shareholders.  The Trust may also include calculations in 
these communications, such as hypothetical compounding examples or tax-free compounding examples, 
which describe hypothetical investment results.  Such performance examples will be based on an express 
set of assumptions and are not indicative of the performance of the Fund. 

From time to time, the yield and total return of the Fund may be quoted in advertisements, 
shareholder reports or other communications to shareholders. 

FINANCIAL STATEMENTS 

Because the Fund has not yet commenced operations, no financial information is available.  
When available, the Fund’s Annual and Semi-Annual Reports will be available upon request and without 
charge. 

OTHER INFORMATION 

The Fund’s Prospectus and this SAI do not contain all the information included in the 
Registration Statement filed with the SEC under the 1933 Act with respect to the securities offered by the 
Trust’s Prospectus.  Certain portions of the Registration Statement have been omitted from the Prospectus 
and this SAI pursuant to the rules and regulations of the SEC.  The Registration Statement, including the 
exhibits filed therewith, may be examined at the office of the SEC in Washington, D.C. 

Statements contained in the Prospectus or in this SAI as to the contents of any contract or other 
document referred to are not necessarily complete.  In each instance reference is made to the copy of such 
contract or other document filed as an exhibit to the Registration Statement of which the Prospectus and 
this SAI forms a part.  Each such statement is qualified in all respects by such reference. 
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APPENDIX A 

PROXY VOTING POLICIES AND PROCEDURES 

1. Aston Funds 

2.  River Road Asset Management, LLC 
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ASTON FUNDS 
PROXY VOTING POLICIES AND PROCEDURES 

1. Definitions. 

“Sub-Adviser” shall mean any investment adviser hired to implement and oversee the investment 
program of a respective Fund through a sub-investment advisory agreement with Aston.   The term 
includes all sub-advisers to the Funds. 

“Sub-Advisers’ Proxy Voting Policies and Procedures” shall mean the Proxy Voting Policies and 
Procedures of each Sub-Adviser, as amended from time to time. 

“Board” shall mean the Board of Trustees of Aston Funds. 

“Fund” shall mean a series of Aston Funds. 

“Fund Management” shall mean the Chief Executive Officer, President or Chief Compliance 
Officer of Aston Funds. 

“Trust” shall mean Aston Funds. 

2. Delegation of Proxy Voting Authority.  The Trust has delegated to the applicable Sub-
Adviser responsibility for voting all proxies for which a Fund is entitled to vote in accordance with the 
Proxy Voting Policies and Procedures of each Sub-Adviser, and each Sub-Adviser has accepted such 
delegation.  Each Sub-Adviser shall provide the Board with a copy of its Proxy Voting Policies and 
Procedures and such other information that the Board deems necessary. 

3. Limitations on the Advisers’ Responsibilities. 

(i) Limited Value.  Each Sub-Adviser may abstain from voting a Fund proxy if it concludes 
that the Fund’s economic interests or the value of the portfolio holding is indeterminable or insignificant. 

(ii) Unjustifiable Costs.  Each Sub-Adviser may abstain from voting a Fund proxy for cost 
reasons (e.g., cost associated with voting proxies of non-U.S. securities).  In accordance with the Sub-
Adviser’s duties, it shall weigh the costs and benefits of voting proxy proposals relating to foreign 
securities and shall make an informed decision with respect to whether voting a given proxy proposal is 
prudent.  The Sub-Adviser’s decision shall take into account the effect that the Fund’s vote, either by 
itself or together with other votes, is expected to have on the value of the Fund’s investment and whether 
this expected effect would outweigh the cost of voting. 

(iii) Fund Restrictions.  Each Sub-Adviser shall vote Fund proxies in accordance with any 
applicable investment restrictions of the affected Fund. 

(iv) Board Direction.  Notwithstanding the foregoing delegation to the Sub-Advisers, the 
Board may from time to time direct a Sub-Adviser to vote a Fund’s proxies in a manner that is different 
from the guidelines set forth in the Sub-Adviser’s Proxy Voting Policies and Procedures.  After its receipt 
of any such direction, the Sub-Adviser shall follow any such direction for proxies received after its receipt 
of such direction. 

4. Subdelegation.  Each Sub-Adviser may delegate its responsibilities under these Proxy 
Voting Policies and Procedures to a third party, provided that no such delegation shall relieve the Sub-
Adviser of its responsibilities hereunder and the Sub-Adviser shall retain final authority and fiduciary 
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responsibility for proxy voting.  If a Sub-Adviser delegates such responsibilities, the Sub-Adviser shall 
monitor the delegate’s compliance with these Proxy Voting Policies and Procedures. 

5. Proxy Voting Expense.  Each Sub-Adviser shall bear all expenses associated with voting 
its proxies and complying with applicable laws related to voting proxies (including expenses associated 
with engaging third parties to vote a Fund’s proxies.  Each Fund shall promptly reimburse the applicable 
Sub-Adviser for any out-of-pocket expenses incurred by such Sub-Adviser in performing services related 
to Institutional Shareholder Services, Inc. maintaining a Fund’s proxy voting records or filings on Form 
N-PX. 

6. Conflicts of Interest.  Each Sub-Adviser shall follow the Conflict of Interest provisions 
set forth in its Proxy Voting Policies and Procedures.  Until such time as each Sub-Adviser’s Proxy 
Voting Policies and Procedures address conflicts of interest, each Sub-Adviser shall comply with the 
following procedures:  the Sub-Adviser shall review each Fund proxy to assess the extent, if any, to 
which there may be a material conflict between the interests of the applicable Fund on the one hand and 
the Sub-Adviser and its affiliates, directors, officers, employees (and other similar persons) on the other 
hand (a “potential conflict”).  The Sub-Adviser shall perform this assessment on a proposal-by-proposal 
basis and a potential conflict with respect to one proposal in a proxy shall not indicate that a potential 
conflict exists with respect to any other proposal in such proxy.  If the Sub-Adviser determines that a 
potential conflict may exist, it shall promptly report the matter to Fund Management.  Fund Management 
shall determine whether a potential conflict exists and is authorized to resolve any such conflict in a 
manner that is in the collective best interests of the applicable Fund and Sub-Adviser’s other clients 
(excluding any client that may have a potential conflict).  Without limiting the generality of the foregoing, 
Fund Management may resolve a potential conflict in any of the following manners: 

(i) If the proposal that gives rise to a potential conflict is specifically addressed in the 
applicable Sub-Adviser’s Proxy Voting Policies and Procedures, Fund Management may direct the Sub-
Adviser to vote the proxy in accordance with the pre-determined policies and guidelines set forth in the 
Sub-Adviser’s Proxy Voting Policies and Procedures; provided that such pre-determined policies and 
guidelines involve little discretion on the part of the Sub-Adviser; 

(ii) Fund Management may disclose the potential conflict to the Board and obtain the 
Board’s consent before directing the Sub-Adviser to vote in the manner approved by the Board; 

(iii) Fund Management may direct the Sub-Adviser to engage an independent third-party to 
determine how the proxy should be voted; or 

(iv) Fund Management may direct the Sub-Adviser to establish an ethical wall or other 
informational barriers between the person(s) that are involved in the potential conflict and the person(s) 
making the voting decision in order to insulate the potential conflict from the decision maker. 

Each Sub-Adviser shall use commercially reasonable efforts to determine whether a potential 
conflict may exist, and a potential conflict shall be deemed to exist if and only if one or more of the Sub-
Adviser’s senior account representatives actually knew or reasonably should have known of the potential 
conflict. 

7. Approval of Material Changes.  Any material changes to the Trust’s Proxy Voting 
Policies and Procedures shall be promptly submitted to the Board for approval.  Any material changes in 
the applicable Sub-Adviser’s Proxy Voting Policies and Procedures shall be reported to the Board at the 
next quarterly meeting following such changes. 
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8. Reports to the Board.  At each quarterly meeting of the Board, each Sub-Adviser shall 
submit a report to the Board (Exhibit A) describing: 

(i) any issues arising under these Proxy Voting Policies and Procedures since the last report 
to the Board and the resolution of such issues, including but not limited to, information about conflicts of 
interest not addressed in such Policies and Procedures; and 

(ii) any proxy votes taken by the Sub-Adviser on behalf of the Funds since the last report to 
the Board which were exceptions from the Sub-Adviser’s Proxy Voting Policies and Procedures and the 
reasons for any such exceptions. 

In addition, no less frequently than annually, Fund Management shall furnish to the Board, and 
the Board shall consider, a written report identifying any recommended changes in existing policies based 
upon the Sub-Advisers’ experience under these Proxy Voting Policies and Procedures and each Sub-
Adviser’s Proxy Voting Policies and Procedures, evolving industry practices and developments in 
applicable laws or regulations. 

9. Maintenance of Records.  Each Sub-Adviser shall maintain at its principal place of 
business the records required to be maintained by the applicable Fund with respect to proxies by the 
Investment Company Act of 1940, as amended, and the Investment Advisers Act of 1940, as amended, in 
accordance with the requirements and interpretations thereof.  Each Sub-Adviser must maintain proxy 
statements that it receives regarding Fund securities, but need not to the extent that such proxy statements 
are available on the SEC’s EDGAR system.  The Sub-Advisers may also rely upon a third party to 
maintain certain records required to be maintained by the Advisers Act and 1940 Act.  Each Sub-Adviser 
shall maintain and provide such records to the Fund in a mutually agreeable format for filing by the Fund 
on Form N-PX.  Each Adviser acknowledges that the records maintained under the 1940 Act are the 
property of the Fund and agrees to transfer such records to the Fund upon request. 

Adopted:  November 30, 2006 

Amended: September 30, 2007 

Amended: September 30, 2010 

             Amended: June 13, 2011 
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RIVER ROAD ASSET MANAGEMENT, LLC 
PROXY VOTING 

POLICIES AND PROCEDURES 

Policy 

River Road Asset Management, LLC, as a matter of policy and as a fiduciary to our clients, has 
responsibility for voting proxies for portfolio securities consistent with the best economic interests of the 
clients.  Our firm maintains written policies and procedures as to the handling, research, voting and 
reporting of proxy voting and makes appropriate disclosures about our firm’s proxy policies and 
practices.  Our policy and practice includes the responsibility to monitor corporate actions, receive and 
vote client proxies and disclose any potential conflicts of interest as well as making information available 
to clients about the voting of proxies for their portfolio securities and maintaining relevant and required 
records. 

Unless voting authority has been explicitly reserved by the governing documents to the client or 
another party, the Adviser will exercise discretionary voting authority over proxies issued on securities 
held in client accounts. 

It is the policy of the Adviser to vote, focused on the investment implications of each issue and in 
a manner that the Adviser believes is in the best interest of its clients. 

Background 

Proxy voting is an important right of shareholders and reasonable care and diligence must be 
undertaken to ensure that such rights are properly and timely exercised. 

Investment advisers registered with the SEC, and which exercise voting authority with respect to 
client securities, are required by Rule 206(4)-6 of the Advisers Act to (a) adopt and implement written 
policies and procedures that are reasonably designed to ensure that client securities are voted in the best 
interests of clients, which must include how an adviser addresses material conflicts that may arise 
between an adviser’s interests and those of its clients; (b) to disclose to clients how they may obtain 
information from the adviser with respect to the voting of proxies for their securities; (c) to describe to 
clients a summary of its proxy voting policies and procedures and, upon request, furnish a copy to its 
clients; and (d) maintain certain records relating to the adviser’s proxy voting activities when the adviser 
does have proxy voting authority. 

Responsibility 

The Proxy Voting Policy Committee and its designated service provider, Institutional Shareholder 
Services (“ISS”), have the responsibility for the implementation and monitoring of our proxy voting 
policy, practices, disclosures and record keeping, including outlining our voting guidelines in our 
procedures. 

Procedure 

River Road Asset Management has adopted procedures to implement the firm’s policy and 
reviews to monitor and insure the firm’s policy is observed, implemented properly and amended or 
updated, as appropriate, which may be summarized as follows: 
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Proxy Committee’s 

River Road Asset Management has established two Proxy Committee’s to oversee the proxy 
process.  The Proxy Voting Policy Committee and the Proxy Voting Procedure Committee.  Their 
responsibilities are as follows: 

The Proxy Voting Policy Committee will establish guidelines, review special issues and oversee 
the proxy voting process.  The Committee consists at a minimum of the Chief Investment Officer of the 
unit, the Director of Research for the unit, the Director of Compliance, and the designated Proxy Officer.  
No less than annually, the Committee is responsible for approving or amending the guidelines it has 
established and reviewing the performance of its voting agent.  Meetings may be called by any 
Committee member throughout the year, based on issues that arise. 

The Proxy Voting Procedure Committee will focus on operational and procedural aspects.  The 
Committee consists at a minimum of the Director of Compliance, the designated Proxy Analyst(s), 
designated Investment Operations personnel, the Compliance Officer, and the Proxy Officer.  No less 
than annually, the committee is responsible for reviewing any operational or procedural issues related to 
the proxy process.  Meetings may be called by any Committee member throughout the year, based on 
issues that arise. 

Voting 

The Proxy Voting Policy Committee has hired Institutional Shareholder Services (ISS) as its 
voting agent.  ISS provides analysis of proxy proposals, tracks and receives proxies for which River Road 
Asset Management’s clients are entitled to vote, votes proxies pursuant to agreed upon guidelines and 
compiles and provides voting records for River Road Asset Management.  A Proxy Officer has been 
designated to coordinate communications between the Proxy Analysts, Investment Operations personnel 
and ISS.  The Proxy Officer named is Keri Chandler. 

The steps for reviewing and submitting votes are as follows: 

 The Proxy Analysts reviews the ISS system on a weekly basis during proxy season. 

 The Proxy Analysts print copies of the upcoming voting agendas and the number of 
shares as noted by ISS as being held by River Road Asset Management. 

 The Proxy Analysts review the voting agendas, determine if there are any issues to report 
to the Head Portfolio Manager, document evidence of their review of the agenda, and 
maintain the copies in a proxy file. 

 The Compliance Department will review on a semi-annually basis, the Proxy Analyst’s 
proxy files to ensure there is evidence of review. 

 For each vote, the Head Portfolio Manager reviews the number of shares held for 
reasonability to ensure that ISS has an accurate record of the shares River Road Asset 
Management is responsible for voting.  This process is facilitated by the Proxy Analysts. 

 Once a month or more often, Investment Operations submits a file of current clients and 
their holdings to ISS.  Only clients that have delegated voting to River Road Asset 
Management are included in this feed. 

 ISS matches the client accounts to the applicable proxy and records the vote. 
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Voting Guidelines 

In the absence of specific voting guidelines from the client, River Road Asset Management will 
vote proxies in the best interests of each particular client.  River Road Asset Management’s policy is to 
vote all proxies from a specific issuer the same way for each client absent qualifying restrictions from a 
client.  Clients are permitted to place reasonable restrictions on River Road Asset Management’s voting 
authority in the same manner that they may place such restrictions on the actual selection of account 
securities.  2005 Approved Proxy Voting Guidelines. 

Conflicts Of Interest 

River Road Asset Management has eliminated most actual or perceived conflicts of interest as the 
majority of proxy issues are voted by an independent third party, pursuant to the guidelines adopted by 
the Proxy Committee.  In cases where River Road Asset Management believes there may be an actual or 
perceived conflict of interest the Adviser seeks to address such conflicts in various ways, including the 
following: 

 Documenting the investment rationale for the decision, the conflict of interest and the 
method in which the conflict was addressed; 

 Requiring the approval of the Department Head and the CCO prior to providing voting 
instructions to the voting agent; 

 Holding special Committee meetings, where warranted, to determine the steps to be 
taken, or in cases where special meetings were not deemed warranted, requiring the 
Committee to review the decisions; 

 Seeking legal counsel. 

In situations where River Road Asset Management perceives a material conflict of interest, the 
Adviser may: 

 Defer to the voting recommendation of ISS or another independent third party; 

 Vote pursuant to client direction (following disclosure of the conflict to the client) 

 Vote reflectively (in the same proportion and manner as other shareholders), 

 Abstain from voting; or 

 Take such other action which protects the interests of its clients. 

Circumstances necessitating such actions may include the voting of proxies on securities issued 
by River Road Asset Management’s affiliated corporations or the voting of proxies where the Adviser or 
its affiliates have a direct financial interest. 

The Proxy Analyst will identify any conflicts that exist between the interests of the adviser and 
the client by reviewing the relationship of River Road Asset Management with the issuer of each security 
to determine if River Road Asset Management or any of its employees has any financial, business or 
personal relationship with the issuer. 
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If a material conflict of interest exists, the Proxy Voting Policy Committee will determine 
whether it is appropriate to disclose the conflict to the affected clients, to give the clients an opportunity 
to vote the proxies themselves, or to address the voting issue through other objective means such as 
voting in a manner consistent with a predetermined voting policy or receiving an independent third party 
voting recommendation. 

Aston Funds will maintain a record of the voting resolution of any conflict of interest. 

Recordkeeping 

ISS and the Proxy Voting Policy Committee shall retain the following proxy records in 
accordance with the SEC’s five-year retention requirement. 

 These policies and procedures and any amendments; 

 Each proxy statement that River Road Asset Management receives; 

 A record of each vote that River Road Asset Management casts; 

 Any document River Road Asset Management created that was material to making a 
decision how to vote proxies, or that memorializes that decision including period reports 
to the GENERAL MANAGER; 

 A copy of each written request from a client for information on how River Road Asset 
Management voted such client’s proxies, and a copy of any written response. 

Disclosure 

 River Road Asset Management will provide conspicuously displayed information in its 
Disclosure Document summarizing this proxy voting policy and procedures, including a 
statement that clients may request information regarding how River Road Asset 
Management voted a client’s proxies, and that clients may request a copy of these 
policies and procedures. 

 The Proxy Voting Policy Committee will also send a copy of this summary to all existing 
clients who have previously received River Road Asset Management’s Disclosure 
Document; or the Proxy Voting Policy Committee may send each client the amended 
Disclosure Document.  Either mailing shall highlight the inclusion of information 
regarding proxy voting. 

Client Requests For Information 

 All client requests for information regarding proxy votes, or policies and procedures, 
received by any employee should be forwarded to the Chief Compliance Officer. 

 In response to any request the Proxy Committee and its designated service provider, ISS, 
will prepare a written response to the client with the information requested, and as 
applicable will include the name of the issuer, the proposal voted upon, and how River 
Road Asset Management voted the client’s proxy with respect to each proposal about 
which client enquired. 
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