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FUND HISTORY

The Trust is a registered, open-end, management investment company that was established in 1983 as a
business trust under Massachusetts law. A copy of the Second Amended and Restated Declaration of
Trust dated May 25, 2011, is on file with the Secretary of the Commonwealth of the Commonwealth of
Massachusetts.

Each Pear Tree Fund identified on the cover page of this SAI is a series of the Trust. Pear Tree Advisors,
Inc. (the “Manager”) serves as the investment manager to each Pear Tree Fund, and for each Pear Tree
Fund, there is an investment sub-adviser (each, a “Sub-Adviser”).

The Pear Tree Funds formerly were named The Quantitative Group of Funds and did business as “Quant
Funds.” Each of the Pear Tree Funds formerly were referred to as follows:

Current Fund Name Former Fund Name(s)
Pear Tree Columbia Small Cap Fund Quant Small Cap Fund
Pear Tree Quality Fund Quant Quality Fund; Quant Long/Short Fund
Pear Tree PanAgora Dynamic Emerging Markets | Pear Tree Emerging Markets Fund; Quant
Fund Emerging Markets Fund
Pear Tree Polaris Foreign Value Fund Quant Foreign Value Fund

Pear Tree Polaris Foreign Value Small Cap Fund Quant Foreign Value Small Cap Fund

Pear Tree Advisors, Inc. formerly was named Quantitative Investment Advisors, Inc. On May 26, 2011,
each of the Trust, the Manager and each Pear Tree Fund changed its name to its current name.

Capitalized terms used in this SAI but not defined herein have the same meanings as in the Prospectus.

INVESTMENT POLICIES, RISKS AND RESTRICTIONS

The Prospectus presents the investment objective and the principal investment strategies and
risks of each Pear Tree Fund. This section supplements the disclosure in the Prospectus and
provides additional information on the Pear Tree Funds’ investment policies or restrictions.
Restrictions or policies stated as a maximum percentage of the Pear Tree Fund’s assets are only
applied immediately after a portfolio investment to which the policy or restriction is applicable.
Accordingly, any later increase or decrease resulting from a change in values, net assets or other
circumstances will not be considered in determining whether the investment complies with the
Pear Tree Fund’s restrictions and policies. There is no assurance that the Pear Tree Funds’
objectives will be achieved.




@ Securities and Other Instruments, Other Than Derivatives
Equity Securities

The Pear Tree Fund may invest in common and preferred equity securities publicly traded in the
United States or in foreign countries on developed or emerging markets. The Pear Tree Fund’s
equity securities may be denominated in foreign currencies and may be held outside the United
States. Certain emerging markets are closed in whole or part to the direct purchase of equity
securities by foreigners. In these markets, the Pear Tree Fund may be able to invest in equity
securities solely or primarily through foreign government authorized pooled investment vehicles.

Fixed Income Securities

Each Pear Tree Fund may invest in fixed income securities of any maturity. Fixed income
securities are subject to the risk of an issuer’s inability to meet principal or interest payments on
its obligations. Factors which could contribute to a decline in the market value of debt securities
in the Pear Tree Fund’s portfolio include rising interest rates or a reduction in the perceived
creditworthiness of the issuer of the securities. A fixed income security is considered investment
grade if it is rated in one of the top four categories by a nationally recognized statistical rating
organization or determined to be of equivalent quality by the Pear Tree Fund’s Sub-Adviser.

Fixed income securities rated below investment grade are commonly referred to as “high-yield
bonds” and are considered speculative. Below investment grade fixed income securities involve
greater risk of loss, are subject to greater price volatility and are less liquid, especially during
periods of economic uncertainty or change, than higher grade fixed income securities.

No Pear Tree Fund may invest more than 10 percent of its net assets in fixed income securities,
including convertible debt securities, rated below investment grade or in unrated securities of
comparable quality. The following are certain risks associated with investments in fixed income
securities. These risks apply to any Pear Tree Fund that invests in fixed income securities.

e Interest Rate Risk - the risk that rates will rise causing the value of the instrument to fall,
credit risk, that is, the risk that an issuer, guarantor or liquidity provider of an instrument held
by the fund will fail to make scheduled interest or principal payments, which may reduce the
Pear Tree Fund’s income and the market value of, the instrument.

e Credit Risk. The risk that the issuer of the fixed income security, and if guaranteed, the
guarantor of the security, will default on its obligation to pay principal, interest or both.
Generally, lower rated securities have a higher likelihood of defaulting than a higher rated
security.

e Prepayment Risk (when repayment of principal occurs before scheduled maturity) and
Extension Risk (when rates of repayment of principal are slower than expected) — the risk
that the holder may have to invest repayment proceeds in, or continue to hold, lower yielding
securities, as the case may be.



e Liquidity Risk - the risk that the Pear Tree Fund may not be able to sell some or all of its
securities at desired prices or may be unable to sell the securities at all, because of a lack of
demand in the market for such securities, or a liquidity provider defaults on its obligation to
purchase the securities when properly tendered by the holder.

U.S. Government Obligations

The types of U.S. Government obligations in which each Pear Tree Fund may at times invest
include: (1) U.S. Treasury obligations, which differ only in their interest rates, maturities and
times of issuance; and (2) obligations issued or guaranteed by U.S. Government agencies and
instrumentalities which are supported by any of the following: (a) the full faith and credit of the
U.S. Treasury, (b) the right of the issuer to borrow an amount limited to a specific line of credit
from the U.S. Treasury, (c) discretionary authority of the U.S. Government agency or
instrumentality or (d) the credit of the instrumentality (examples of agencies and
instrumentalities are: Federal Land Banks, Federal Housing Administration, Federal Farm Credit
Bank, Farmers Home Administration, Export —Import Bank of the United States, Central Bank
for Cooperatives, Federal Intermediate Credit Banks, Federal Home Loan Banks, General
Services Administration, Maritime Administration, Tennessee Development Bank, Student Loan
Marketing Association, International Bank for Reconstruction and Development and Federal
National Mortgage Association). No assurance can be given that in the future the U.S.
Government will provide financial support to such U.S. Government agencies or
instrumentalities described in (2)(b), (2)(c) and (2)(d), other than as set forth above, since it is
not obligated to do so by law. Each Pear Tree Fund may purchase U.S. Government obligations
on a forward commitment basis. Since September 2008, Fannie Mae and Freddie Mac (together,
the “GSEs”) have been placed under the conservatorship of the Federal Housing Finance Agency
(“EHEA”). The U.S. Treasury, FHFA and the Federal Reserve have taken the steps to support the
conservatorship. No assurance can be given that those initiatives with respect to the debt and
mortgage-related securities issued by the GSEs and acquired by any of the Pear Tree Funds will
be successful.

Convertible Securities

Each Pear Tree Fund may hold convertible securities of foreign or domestic issuers. A
convertible security is a fixed-income security which may be converted into the issuer’s common
or preferred stock at a stated price within a specified period of time. Convertible securities are
senior to common stocks in a corporation’s capital structure but are usually subordinated to
similar nonconvertible securities. Convertible securities provide, through their conversion
feature, an opportunity to participate in capital appreciation resulting from a market price
advance in a convertible security’s underlying common stock. The price of a convertible security
is influenced by the market value of the underlying common stock and tends to increase as the
market value of the underlying stock rises, whereas it tends to decrease as the market value of the
underlying stock declines.

Repurchase Agreements



Each Pear Tree Fund may enter into repurchase agreements with banks and other financial
institutions, such as broker-dealers. Under repurchase agreements, these parties sell securities to
a Pear Tree Fund and agree to repurchase the securities at the Pear Tree Fund’s cost plus interest
within a specified time. In substance, a repurchase agreement is a loan for which the Pear Tree
Fund receives securities as collateral. Under a repurchase agreement, a Pear Tree Fund purchases
securities from a financial institution that agrees to repurchase the securities at the original
purchase price plus interest within a specified time. The securities purchased by the Pear Tree
Fund have a total value in excess of the purchase price paid by the Pear Tree Fund and are held
by the Custodian or another Board-approved custodian bank until repurchased. Repurchase
agreements assist the Pear Tree Fund in being invested fully while retaining “overnight”
flexibility in pursuit of investments of a longer-term nature.

Repurchase transactions are limited to those member banks of the Federal Reserve System and
broker-dealers whose creditworthiness the Sub-Adviser to the transacting Pear Tree Fund
continually monitors and considers satisfactory. If the other party or “seller” defaults, the Pear
Tree Fund might suffer a loss to the extent that the proceeds from the sale of the underlying
securities and other collateral held by the Pear Tree Fund are less than the repurchase price and
the Pear Tree Fund’s cost associated with delay and enforcement of the repurchase agreement. In
addition, in the event of a bankruptcy of the seller, the Pear Tree Fund could suffer additional
losses if a court determines that the Pear Tree Fund’s interest in the collateral is not enforceable.
In evaluating whether to enter into a repurchase agreement, the Sub-Adviser will carefully
consider the creditworthiness of the seller. Distributions of the income from repurchase
agreements will be taxable to a Pear Tree Fund’s shareholders.

No more than 5 percent of the value of a Pear Tree Fund’s total assets will be invested in
repurchase agreements that have a maturity longer than seven (7) days. Investments in
repurchase agreements which have a longer maturity are not considered to be readily marketable
(see "- lliquid Securities,” below). In addition, a Pear Tree Fund will not enter into repurchase
agreements with a securities dealer if such transactions constitute the purchase of an interest in
such dealer under the 1940 Act.

Reverse Repurchase Agreements

Reverse repurchase agreements may be entered into only for temporary or emergency purposes.
A Pear Tree Fund may enter into reverse repurchase agreements with respect to portfolio
securities in accordance with its investment restrictions. Under a reverse repurchase agreement, a
Pear Tree Fund transfers possession of portfolio securities to financial institutions in return for
cash in an amount equal to a percentage of the portfolio securities’ market value and agrees to
repurchase the securities at a future date by repaying the cash with interest. The Pear Tree Fund
retains the right to receive interest and principal payments from the securities while they are in
the possession of the financial institutions. Cash or liquid high quality debt obligations from a
Pear Tree Fund’s portfolio equal in value to the repurchase price including any accrued interest
will be segregated on the Pear Tree Fund’s records while a reverse repurchase agreement is in
effect.

Reverse repurchase agreements involve the risk that the market value of securities sold by the
Pear Tree Fund may decline below the price at which it is obligated to repurchase the securities.

6



Reverse repurchase agreements may be used as a means of borrowing temporarily for
extraordinary or emergency purposes or to facilitate redemptions and are not used to leverage the
Pear Tree Fund. If the other party or “seller” defaults, a Pear Tree Fund might suffer a loss to the
extent that the proceeds from the sale of the underlying securities and other collateral held by the
Pear Tree Fund are less than the repurchase price and the Pear Tree Fund’s cost associated with
delay and enforcement of the repurchase agreement. In addition, in the event of bankruptcy of
the seller, a Pear Tree Fund could suffer additional losses if a court determines that the Pear Tree
Fund’s interest in the collateral is not enforceable.

Investments in Other Investment Companies

A Pear Tree Fund may seek to achieve its investment objective by investing in the shares of
certain other investment companies, or exchange traded funds registered as investment
companies, that have substantially similar investment objectives and policies. Federal law
restricts the ability of one registered investment company to invest in another. As a result, the
extent to which a Pear Tree Fund may invest in another investment company may be limited.

A Pear Tree Fund, as a holder of the securities of other investment companies, will bear its pro
rata portion of the other investment companies’ expenses, including advisory fees. These
expenses are in addition to the direct expenses of the Pear Tree Fund’s own operations.

Each Pear Tree Fund may invest up to 10 percent of its total net assets in other investment
companies, including exchange traded funds (“ETFs”) (see below), to the extent that such
investments are consistent with the Pear Tree Fund’s investment objective and permitted by law.

To the extent that a Pear Tree Fund invests in another investment company, the Pear Tree Fund
would be subject to the following risks:

e The investment performance of the Pear Tree Fund is directly related to the investment
performance of the underlying funds.

e The Pear Tree Fund indirectly bears its proportionate share of any management and other
fees paid by the other investment company in addition to the investment management and
other fees paid by the Pear Tree Fund, and thus, shareholders of the Pear Tree Fund would be
subject to duplicative fees.

Exchange Traded Funds

Each Pear Tree Fund may invest in shares of ETFs. ETFs, such as Standard & Poor’s
Corporation depositary receipts (“SPDRs”), Nasdaq 100 Index Trading Stock (“QQQs”), iShares
and various country index funds, are investment companies whose shares are traded on a national
exchange or the National Association of Securities Dealers’ Automatic Quotation System
“NASDAQ”. ETFs may be based on underlying equity or fixed income securities. SPDRs, for
example, seek to provide investment results that generally correspond to the performance of the
component common stocks of the S&P 500. ETFs do not sell individual shares directly to
investors and only issue their shares in large blocks known as “creation units.” The investor
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purchasing a creation unit then sells the individual shares on a secondary market. Therefore, the
liquidity of ETFs depends on the adequacy of the secondary market.

There can be no assurance that an ETF’s investment objective will be achieved. ETFs based on
an index may not replicate and maintain exactly the composition and relative weightings of
securities in the index. ETFs are subject to the risks of investing in the underlying securities. A
Pear Tree Fund, as a holder of the securities of the ETF, will bear its pro rata portion of the
ETF’s expenses, including advisory fees. These expenses are in addition to the direct expenses of
the Pear Tree Fund’s own operations.

Exchange Traded Notes

Consistent with its ability to invest in fixed income securities and to enter into derivatives
contracts, Emerging Markets Fund may invest in exchange traded notes (“ETNs”). ETNs are
unsecured, unsubordinated debt securities typically issued by an underwriting financial
institution, which are designed to track the performance of a market index and may provide
exposure to the returns of various market indices, including indices linked to stocks, bonds,
commodities and currencies. ETNs combine certain aspects of bonds and ETFs. Similar to ETFs,
ETNs are listed on an exchange and traded in the secondary market. However, unlike an ETF, an
ETN can be redeemed at any time or can be held until the ETN’s maturity, at which time the
issuer will pay a return linked to the performance of the specific index that the ETN is designed
to track minus certain fees. Unlike fixed income bonds, ETNs do not make periodic interest
payments, and the principal investment is not protected.

ETNs are subject to credit risk, including the risk that the issuer of the ETN may default on its
obligations. The value of an ETN may vary and may be influenced by, among other things, the
time to maturity, level of supply and demand for the ETN, volatility and lack of liquidity in
underlying markets, changes in the applicable interest rates, changes in the issuer's credit rating,
and economic, legal, political, or geographic events that affect the particular index. When Pear
Tree PanAgora Dynamic Emerging Markets Fund invests in ETNSs it will bear its proportionate
share of any fees and expenses borne by the ETN. Additionally, the issuer may impose
restrictions on the Pear Tree Fund's right to redeem its investment in an ETN.

Real Estate Investment Trusts

Each Pear Tree Fund may invest in Real Estate Investment Trusts ("REITs"). REITs are
companies that invest primarily in income producing real estate or real estate related loans or
interests. REITs are generally classified as equity REITs, mortgage REITs or a combination of
equity and mortgage REITs. Equity REITs invest the majority of their assets directly in real
property and derive income primarily from the collection of rents. Equity REITs can also realize
capital gains by selling properties that have appreciated in value. Mortgage REITs invest the
majority of their assets in real estate mortgages and derive income from the collection of interest
payments. REITs generally are not taxed on income distributed to shareholders provided they
comply with the applicable income tax rules. In some cases, the Pear Tree Fund will indirectly
bear its proportionate share of any management and other expenses paid by REITs in which it
invests in addition to the expenses paid by the Pear Tree Fund.



Investing in REITs involves certain unique risks in addition to those risks associated with
investing in the real estate industry in general. An equity REIT may be affected by changes in the
value of the underlying properties owned by the REIT. A mortgage REIT may be affected by
changes in interest rates and the ability of the issuers of its portfolio mortgages to repay their
obligations. REITs are dependent upon the skills of their managers and are not diversified.
REITs are generally dependent upon maintaining cash flows to repay borrowings and to make
distributions to shareholders and are subject to the risk of default by lessees or borrowers. REITs
whose underlying assets are concentrated in properties used by a particular industry, such as
health care, are also subject to risks associated with such industry.

REITs (especially mortgage REITS) are also subject to interest rate risks. When interest rates
decline, the value of a REIT's investment in fixed rate obligations can be expected to rise.
Conversely, when interest rates rise, the value of a REIT's investment in fixed rate obligations
can be expected to decline. If the REIT invests in adjustable rate mortgage loans the interest rates
on which are reset periodically, yields on a REIT's investments in such loans will gradually align
themselves to reflect changes in market interest rates. This causes the value of such investments
to fluctuate less dramatically in response to interest rate fluctuations than would investments in
fixed rate obligations. REITs may have limited financial resources and may trade less frequently
and in a more limited volume than larger company securities.

Section 4(2) Commercial Paper

Each Pear Tree Fund may invest in commercial paper issued in reliance on the so-called “private
placement” exemption from registration afforded by Section 4(2) of the Securities Act of 1933,
as amended (“Section 4(2) paper”). Section 4(2) paper is restricted as to disposition under the
federal securities laws, and generally is sold to investors who agree that they are purchasing the
paper for investment and not with a view to public distribution. Any resale by the purchaser must
be in an exempt transaction. Section 4(2) paper is normally resold to other investors through or
with the assistance of the issuer or investment dealers who make a market in Section 4(2) paper,
thus providing liquidity.

Asset-Backed Securities

Each Pear Tree Fund may invest in asset-backed securities. Asset-backed securities represent
undivided fractional interests in pools of instruments, such as consumer loans, and are similar in
structure to mortgage-related pass-through securities. Payments of principal and interest are
passed through to holders of the securities and are typically supported by some form of credit
enhancement, such as a letter of credit, surety bond, limited guarantee by another entity or by
priority to certain of the borrower’s other securities. The degree of credit-enhancement varies,
generally applying only until exhausted and covering only a fraction of the security’s par value.
The value of asset-backed securities is affected by changes in the market’s perception of the
asset backing the security, changes in the creditworthiness of the servicing agent for the
instrument pool, the originator of the instruments or the financial institution providing any credit
enhancement and the expenditure of any portion of any credit enhancement. The risks of
investing in asset-backed securities are ultimately dependent upon payment of the underlying
instruments by the obligors, and a Pear Tree Fund would generally have no recourse against the
obligee of the instruments in the event of default by an obligor. The underlying instruments are

9



subject to prepayments which shorten the weighted average life of asset-backed securities and
may lower their return, in the same manner as described below for prepayments of pools of
mortgage loans underlying mortgage-backed securities. Use of asset-backed securities will
represent less than 5 percent of the Pear Tree Fund’s total assets by issuer.

When-Issued Transactions

Each Pear Tree Fund may invest in when-issued securities. New issues of securities are often
offered on a when-issued basis. This means that delivery and payment for the securities normally
will take place several days after the date the buyer commits to purchase them. The payment
obligation and the interest rate that will be received on securities purchased on a when-issued
basis are each fixed at the time the buyer enters into the commitment. A Pear Tree Fund will
make commitments to purchase when-issued securities only with the intention of actually
acquiring the securities, but may sell these securities or dispose of the commitment before the
settlement date if it is deemed advisable as a matter of investment strategy. Cash or marketable
high quality debt securities equal to the amount of the above commitments will be segregated on
the Pear Tree Fund’s records. For the purpose of determining the adequacy of these securities the
segregated securities will be valued at market. If the market value of such securities declines,
additional cash or securities will be segregated on the Pear Tree Fund’s records on a daily basis
so that the market value of the account will equal the amount of such commitments by the Pear
Tree Fund.

Securities purchased on a when-issued basis and held by the Pear Tree Fund are subject to
changes in market value based upon the public’s perception of changes in the level of interest
rates. Generally, the value of such securities will fluctuate inversely to changes in interest rates,
i.e., they will appreciate in value when interest rates decline and decrease in value when interest
rates rise. Therefore, if in order to achieve higher interest income a Pear Tree Fund remains
substantially fully invested at the same time that it has purchased securities on a “when-issued”
basis, there will be a greater possibility of fluctuation in a Pear Tree Fund’s net asset value.

When payment for when-issued securities is due, a Pear Tree Fund will meet its obligations from
then-available cash flow, the sale of segregated securities, the sale of other securities or, and
although it would not normally expect to do so, from the sale of the when-issued securities
themselves (which may have a market value greater or less than the Pear Tree Fund’s payment
obligation). The sale of securities to meet such obligations carries with it a greater potential for
the realization of capital gains, which are subject to federal income taxes.

Investment in Initial Public Offerings

To the extent consistent with its investment objective, each Pear Tree Fund may invest up to 5
percent of its total net assets (at time of purchase) in initial public offerings (“IPO”) of equity
securities. The market for such securities may be more volatile and entail greater risk of loss than
investments in more established companies. Many companies engaged in IPO’s are smaller
capitalization companies that present the risks of such companies described in “Principal Risks
for the Pear Tree Fund” in the Prospectus. Such risks may include limited operating histories,
dependence on a limited number of management personnel, reliance on one or a small number of
core businesses, including businesses for which there may not be well developed markets. Newly
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public companies may also have limited access to additional capital to finance operating needs
and/or implementation of strategic plans. At times, investments in IPO’s could represent a
significant portion of a Pear Tree Fund’s investment performance. A Pear Tree Fund cannot
assure that investments in IPO’s will continue to be available to the Pear Tree Fund or, if
available, will result in positive investment performance, particularly during times when the Pear
Tree Fund is of smaller size. In addition, as the Pear Tree Fund’s assets increase, the impact of
investments in IPO’s on the overall performance of the Pear Tree Fund is likely to decrease.

A Pear Tree Fund may sell stocks purchased in IPO’s shortly after the time of the offering in
order to realize a short-term profit. Such sales involve transaction costs and are taxable events
that would give rise to short-term capital gains that are taxable at the less favorable rates
applicable to ordinary income. Although opportunities may exist to realize a short-term profit on
stocks purchased in IPO’s, the Pear Tree Fund may continue to hold such stocks for longer-term
investment if the Pear Tree Fund’s Sub-Adviser believes this is appropriate. Holding stocks of
newly public companies over the longer-term involves the risk that the prices of such stocks may
depreciate substantially from the initial offering price and from higher trading prices that may
exist in the markets shortly following the initial offering. In addition to buying stocks directly in
an IPO, the Pear Tree Fund may purchase newly public stocks in the secondary market if the
Pear Tree Fund’s Sub-Adviser determines that this is an appropriate investment. Purchasing
newly public stocks shortly after the offering may involve paying market prices significantly
above the initial offering price. Active market activity in newly public stocks may diminish
substantially over time creating the risk that such stocks purchased in the secondary market could
depreciate substantially in value, including over a relatively short time period.

Securities Loans

Each Pear Tree Fund may make secured loans of its portfolio securities amounting to not more
than 30 percent of its total assets. The risks in lending portfolio securities, as with other
extensions of credit, consist of (a) possible delay in the recovery of the securities or loss of rights
in the collateral should the borrower fail financially or (b) the risk that the underlying collateral
will decrease in value. Securities loans are made to broker-dealers pursuant to agreements
requiring that loans be continuously secured by collateral in cash or cash equivalents (such as
U.S. Treasury bills) at least equal at all times to the market value of the securities lent. The
borrower pays to the Pear Tree Fund an amount equal to any dividends or interest received on
the securities lent. A Pear Tree Fund may invest the cash collateral received in interest-bearing,
short-term securities or receive a fee from the borrower. Although voting rights, or rights to
consent with respect to the loaned securities, pass to the borrower, the Pear Tree Fund retains the
right to call the loans at any time on reasonable notice, and it will do so in order that the
securities may be voted by the Pear Tree Fund if the holders of such securities are asked to vote
upon or consent to matters materially affecting the investment. The Pear Tree Fund may also call
such loans in order to sell the security involved.
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Short Sales

Each Pear Tree Fund will limit short sales to selling securities "against the box.” No securities
will be sold short if after giving effect to any short sales, the value of all securities sold short
would exceed 25 percent of the Pear Tree Fund’s net assets.

A Pear Tree Fund may sell securities “short against the box.” A short sale involves the Pear Tree
Fund borrowing securities from a broker and selling the borrowed securities. The Pear Tree Fund
has an obligation to return securities identical to the borrowed securities to the broker. In a short
sale against the box, the Pear Tree Fund at all times own an equal amount of the security sold
short or securities convertible into or exchangeable for, with or without payment of additional
consideration, an equal amount of the security sold short. Each Pear Tree Fund intends to use
such short sales against the box to hedge. For example when a Pear Tree Fund believes that the
price of a current portfolio security may decline, the Pear Tree Fund may use a short sale against
the box to lock in a sale price for a security rather than selling the security immediately. In such a
case, any future losses in the Pear Tree Fund’s long position should be offset by a gain in the
short position and, conversely, any gain in the long position should be reduced by a loss in the
short position.

If a Pear Tree Fund effects such a short sale at a time when it has an unrealized gain on the
security, it may be required to recognize that gain as if it had actually sold the security (a
“constructive sale”) on the date it effects the short sale. However, such constructive sale
treatment may not apply if the Pear Tree Fund closes out the short sale with securities other than
the appreciated securities held at the time of the short sale provided that certain other conditions
are satisfied. Uncertainty regarding the tax consequences of effecting short sales may limit the
extent to which the Pear Tree Fund may make short sales against the box.

Special Situations

Carefully selected investments in joint ventures, cooperatives, partnerships, private placements,
unlisted securities, and other similar vehicles (collectively, “special situations”) could enhance a
Pear Tree Fund’s capital appreciation potential. These investments are generally illiquid. See “-
Illiquid Securities,” below.

lliquid Securities

Securities which do not trade on stock exchanges or in the over the counter market, or have
restrictions on when and how they may be sold, are generally considered to be “illiquid.” An
illiquid security is one that a Pear Tree Fund may have difficulty, or may even be legally
precluded from, selling within a particular time. A Pear Tree Fund may invest in illiquid
securities, including restricted securities and other investments that are not readily marketable. A
Pear Tree Fund will not purchase any such security if the purchase would cause the Pear Tree
Fund to hold more than 15 percent of its net assets, measured at the time of purchase, in illiquid
securities. Repurchase agreements maturing in more than seven (7) days are considered illiquid
for purposes of this restriction.

The principal risk of investing in illiquid securities is that the Pear Tree Fund may be unable to
dispose of them at the time desired or at a reasonable price. In addition, in order to resell a
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restricted security, the Pear Tree Fund might have to bear the expense and incur the delays
associated with registering the security with the SEC, and otherwise obtaining listing on a
securities exchange or in the over the counter market.

Temporary Defensive Strategy

Each Pear Tree Fund may invest in cash, cash equivalents, and short-term debt obligations for
temporary defensive purposes and for liquidity purposes (e.g., for redemption of shares, to pay
expenses or pending other investments). Short-term debt obligations may include obligations of
the U.S. government and (in the case of Foreign Value Fund, Emerging Markets Fund and
Foreign Value Small Cap Fund securities of foreign governments). Short-term debt obligations
may also include certificates of deposit and bankers’ acceptances issued by U.S. banks (and, in
the case of Foreign Value Fund, Emerging Markets Fund and Foreign Value Small Cap Fund,
foreign banks) having deposits in excess of $2 billion, commercial paper, short-term corporate
bonds, debentures and notes and repurchase agreements, all with one year or less to maturity.
Investments in commercial paper are limited to obligations (i) rated Prime-1 by Moody’s
Investors Service, Inc.(*Moody’s”) or A-1 by S&P, or in the case of any instrument that is not
rated, of comparable quality as determined by the Manager or the Pear Tree Fund’s Sub-Adviser,
or (ii) issued by companies having an outstanding debt issue currently rated Aaa or Aa by
Moody’s or AAA or AA by S&P. Investments in other corporate obligations are limited to those
having maturity of one year or less and rated Aaa or Aa by Moody’s or AAA or AA by S&P.
The value of fixed-income securities may fluctuate inversely in relation to the direction of
interest rate changes.

(b) Derivatives
Equity Swaps

Equity swap agreements are contracts between parties in which one party agrees to make
payments to the other party based on the change in market value of a specified index or asset. In
return, the other party agrees to make payments to the first party based on the return of a
different specified index or asset. Although swap agreements entail the risk that a party will
default on its payment obligations, each Pear Tree Fund will minimize this risk by entering into
agreements only with counterparties that the Sub-Adviser to that Pear Tree Fund deems
creditworthy. Swap agreements bear the risk that a Pear Tree Fund will not be able to meet its
obligation to the counterparty. This risk will be mitigated by investing the portfolio in assets
generating cash flows complimentary to the returns it is required to pay. To gain additional
market exposure, each Pear Tree Fund may also invest in equity linked notes. These are
instruments whose return is determined by the performance of a single equity security, a basket
of equity securities, or an equity index. Equity linked notes entail illiquidity and default risk. Due
to default risk, each Sub-Adviser uses similar analysis to the equity swap procedure in selecting
appropriate counterparties.

Total Rate of Return Swaps

The Pear Tree Funds may contract with a counterparty to pay a stream of cash flows and receive
the total return of an index or a security for purposes of attempting to obtain a particular desired
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return at a lower cost to the Pear Tree Funds than if they had invested directly in an instrument
that yielded that desired return.

Interest Rate Swaps and Other Transactions

Each Pear Tree Fund may enter into interest rate swaps, on either an asset-based or liability-
based basis, depending on whether it is hedging its assets or it liabilities. The Pear Tree Fund
will usually enter into interest rate swaps on a net basis, that is, the two payment streams are
netted out, with the Pear Tree Fund receiving or paying, as the case may be, only the net amount
of the two payments. When a Pear Tree Fund engages in an interest rate swap, it exchanges its
obligations to pay or rights to receive interest payments for the obligations or rights to receive
interest payments of another party (i.e., an exchange of floating rate payments for fixed rate
payments). The Pear Tree Fund expects to enter into these transactions primarily to preserve a
return or spread on a particular investment or portion of its portfolio or to protect against any
increase in the price of securities it anticipates purchasing at a later date.

The net amount of the excess, if any, of a Pear Tree Fund’s obligation over its entitlements with
respect to each interest rate swap will be accrued on a daily basis and an amount of cash or liquid
high-grade debt securities having an aggregate net asset value at least equal to the accrued excess
will be maintained in a segregated account by the Pear Tree Funds’ Custodian. To the extent that
the Pear Tree Fund enters into interest rate swaps on other than a net basis, the amount
maintained in a segregated account will be the full amount of the Pear Tree Fund’s obligation, if
any, with respect to such interest rate swaps, accrued on a daily basis. The Pear Tree Fund will
not enter into any interest rate swaps unless the unsecured senior debt or the claims-paying
ability of the other party thereto is rated in the highest rating category of at least one nationally
recognized rating organization at the time of entering into such transaction.

If there is a default by the other party to such a transaction, the Pear Tree Funds will have
contractual remedies pursuant to the agreement related to the transaction. The swap market has
grown substantially in recent years with a large number of banks and investment banking firms
acting both as principals and as agents using standardized swap documentation. As a result, the
swap market has become relatively liquid. The use of interest rate swaps is a highly specialized
activity that involves investment techniques and risk different from those associated with
ordinary portfolio securities transactions. If the Sub-Adviser is incorrect in its forecast of market
values, interest rates and other applicable factors, the investment performance of the Pear Tree
Fund will diminish compared to what it would have been if this investment technique was not
used. The Pear Tree Fund may only enter into interest rate swaps to hedge its portfolio. Interest
rate swaps do not involve the delivery of securities or other underlying assets or principal.
Accordingly, the risk of loss with respect to interest rate swaps is limited to the net amounts of
interest payments that the Pear Tree Fund is contractually obligated to make. If the other party to
an interest rate swap defaults, the Pear Tree Fund’s risk of loss consists of the net amount of
interest payments that the Pear Tree Fund is contractually entitled to receive. Since interest rate
swaps are individually negotiated, the Pear Tree Fund expects to achieve an acceptable degree of
correlation between their right to receive interest on their portfolio securities and their right and
obligation to receive and pay interest pursuant to interest rate swaps.
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Forward Commitments

Each Pear Tree Fund may make contracts to purchase securities for a fixed price at a future date
beyond customary settlement time (“forward commitments”), if the Pear Tree Fund holds, and
maintains until the settlement date in a segregated account with the Pear Tree Funds’ custodian,
cash or short-term debt obligations in an amount sufficient to meet the purchase price. These
debt obligations will be marked to market on a daily basis and additional liquid assets will be
added to such segregated accounts as required. Forward commitments may be considered
securities in themselves. They involve a risk of loss if the value of the security to be purchased
declines prior to the settlement date, which risk is in addition to the risk of decline in the value of
the Pear Tree Fund’s other assets. Although the Pear Tree Fund will generally enter into forward
commitments with the intention of acquiring securities for its portfolio, the Pear Tree Fund may
dispose of a commitment prior to settlement if the Pear Tree Fund’s Sub-Adviser deems it
appropriate to do so. A Pear Tree Fund may realize short-term profits or losses upon the sale of
forward commitments.

Warrants

Each Pear Tree Fund may invest in warrants purchased as units or attached to securities
purchased by the Pear Tree Fund. Warrants provide a Pear Tree Fund with the right to purchase
an equity security at specific prices valid for a specific period of time. Their prices do not
necessarily move parallel to the prices of the underlying securities. Warrants have no voting
rights, receive no dividends and have no rights with respect to the assets of the issuer.

Options

Each Pear Tree Fund may write covered call options that are traded on national securities
exchanges with respect to stocks in its portfolio (ensuring that the Pear Tree Fund at all times
will have in its portfolios the securities which it may be obligated to deliver if the options are
exercised). The “writer” of a call option gives to the purchaser of that option the right to buy the
underlying security from the writer at the exercise price prior to the expiration date of the call.
Call options are generally written for periods of less than six months. A Pear Tree Fund may
write covered call options on securities in its portfolios in an attempt to realize a greater current
return than would be realized on the securities alone or to provide greater flexibility in disposing
of such securities. A Pear Tree Fund may also write call options to partially hedge a possible
stock market decline. Covered call options generally would not be written by a Pear Tree Fund
except at a time when it is believed that the price of the common stock on which the call is being
written will not rise in the near future and the Pear Tree Fund does not desire to sell the common
stock for tax or other reasons. The writer of a covered call option receives a premium for
undertaking the obligation to sell the underlying security at a fixed price during the option period
if the option is exercised. So long as a Pear Tree Fund remains obligated as a writer of covered
calls, it foregoes the opportunity to profit from increases in the market prices of the underlying
securities above the exercise prices of the options, except insofar as the premiums represent such
profits, and retain the risk of loss should the value of the underlying securities decline. A Pear
Tree Fund may also enter into “closing purchase transactions” in order to terminate its
obligations as a writer of covered call options prior to the expiration of the options. Although
limiting writing covered call options to those which are traded on national securities exchanges
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increases the likelihood of being able to make closing purchase transactions, there is no
assurance that the Pear Tree Fund will be able to effect such transactions at any particular time or
at an acceptable price. If the Pear Tree Fund was unable to enter into a closing purchase
transaction, the principal risks to the Pear Tree Fund would be the loss of any capital
appreciation of the underlying security in excess of the exercise price and the inability to sell the
underlying security in a down market until the call option was terminated. The writing of
covered call options could result in an increase in the portfolio turnover rate of the Pear Tree
Fund, especially during periods when market prices of the underlying securities appreciate.

Writing Covered Call Options. The Pear Tree Funds are authorized to write (sell) covered call
options on the securities in which they may invest and to enter into closing purchase transactions
with respect to such options. Writing a call option obligates a Pear Tree Fund to sell or deliver
the option’s underlying security, in return for the strike price, upon exercise of the option. By
writing a call option, the Pear Tree Fund receives an option premium from the purchaser of the
call option. Writing covered call options is generally a profitable strategy if prices remain the
same or fall. Through receipt of the option premium, the Pear Tree Fund would seek to mitigate
the effects of a price decline. By writing covered call options, however, the Pear Tree Fund gives
up the opportunity, while the option is in effect, to profit from any price increase in the
underlying security above the option exercise price. In addition, a Pear Tree Fund’s ability to sell
the underlying security will be limited while the option is in effect unless the Pear Tree Fund
effects a closing purchase transaction.

Writing Covered Put Options. The Pear Tree Funds are authorized to write (sell) covered put
options on their portfolio securities and to enter into closing transactions with respect to such
options. When a Pear Tree Fund writes a put option, it takes the opposite side of the transaction
from the option’s purchaser. In return for receipt of the premium, the Pear Tree Fund assumes
the obligation to pay the strike price for the option’s underlying instrument if the other party to
the option chooses to exercise it. The Pear Tree Fund may seek to terminate its position in a put
option it writes before exercise by closing out the option in the secondary market at its current
price. If the secondary market is not liquid for an option the Pear Tree Fund has written,
however, the Pear Tree Fund must continue to be prepared to pay the strike price while the
option is outstanding, regardless of price changes, and must continue to set aside assets to cover
its position. The Pear Tree Funds may write put options as an alternative to purchasing actual
securities. If security prices rise, a Pear Tree Fund would expect to profit from a written put
option, although its gain would be limited to the amount of the premium it received. If security
prices remain the same over time, it is likely that the Pear Tree Fund will also profit, because it
should be able to close out the option at a lower price. If security prices fall, the Pear Tree Fund
would expect to suffer a loss. This loss should be less than the loss the Pear Tree Fund would
have experienced from purchasing the underlying instrument directly, however, because the
premium received for writing the option should mitigate the effects of the decline.

Purchasing Put Options. The Pear Tree Funds are authorized to purchase put options to hedge
against a decline in the market value of their portfolio securities. By buying a put option a Pear
Tree Fund has the right (but not the obligation) to sell the underlying security at the exercise
price, thus limiting the Pear Tree Funds’ risk of loss through a decline in the market value of the
security until the put option expires. The amount of any appreciation in the value of the
underlying security will be partially offset by the amount of the premium paid by the Pear Tree
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Fund for the put option and any related transaction costs. Prior to its expiration, a put option may
be sold in a closing sale transaction and profit or loss from the sale will depend on whether the
amount received is more or less than the premium paid for the put option plus the related
transaction costs. A closing sale transaction cancels out the Pear Tree Fund’s position as the
purchaser of an option by means of an offsetting sale of an identical option prior to the expiration
of the option it has purchased. The Pear Tree Funds will not purchase put options on securities
(including stock index options) if as a result of such purchase, the aggregate cost of all
outstanding options on securities held by a Pear Tree Fund would exceed 5% of the market value
of its total assets.

Purchasing Call Options. The Pear Tree Funds are also authorized to purchase call options. The
features of call options are essentially the same as those of put options, except that the purchaser
of a call option obtains the right to purchase, rather than sell, the underlying instrument at the
option’s strike price (call options on futures contracts are settled by purchasing the underlying
futures contract). A Pear Tree Fund will purchase call options only in connection with “closing
purchase transactions.” The Pear Tree Funds will not purchase call options on securities
(including stock index options) if as a result of such purchase the aggregate cost of all
outstanding options on securities held by a Pear Tree Fund would exceed 5% of the market value
of its total assets.

Interest Rate and Financial Futures Options. The Pear Tree Funds may invest in interest rate
futures contracts, foreign currency futures contracts, and options thereon that are traded on a U.S.
or foreign exchange or board of trade. An interest rate, foreign currency or index futures contract
provides for the future sale by one party and purchase by another party of a specified quantity of
financial instruments (such as GNMA certificates or Treasury bonds) or foreign currency or the
cash value of an index at a specified price at a future date. A futures contract on an index is an
agreement between two parties (buyer and seller) to take or make delivery of an amount of cash
equal to the difference between the value of the index at the close of the last trading day of the
contract and the price at which the index contract was originally written. In the case of futures
contracts traded on U.S. exchanges, the exchange itself or an affiliated clearing corporation
assumes the opposite side of each transaction (i.e., as buyer or seller). A futures contract may be
satisfied or closed out by delivery or purchase, as the case may be, of the financial instrument or
by payment of the change in the cash value of the index. Frequently, using futures to effect a
particular strategy instead of using the underlying or related security or index will result in lower
transaction costs being incurred. Although the value of an index may be a function of the value
of certain specified securities, no physical delivery of these securities is made. A public market
exists in futures contracts covering interest rates, several indexes and a number of financial
instruments and foreign currencies.

Each Pear Tree Fund may also purchase and write call and put options on futures contracts.
Options on futures contracts possess many of the same characteristics as options on securities
and indexes (discussed above). A futures option gives the holder the right, in return for the
premium paid, to assume a long position (in the case of a call) or short position (in the case of a
put) in a futures contract at a specified exercise price at any time during the period of the option.
Upon exercise of a call option, the holder acquires a long position in the futures contract and the
writer is assigned the opposite short position. In the case of a put option, the opposite is true. An
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option on a futures contract may be closed out (before exercise or expiration) by an offsetting
purchase or sale of an option on a futures contract of the same series.

A Pear Tree Fund will only enter into futures contracts and options on futures contracts which
are standardized and traded on a U.S. or foreign exchange, board of trade, or similar entity, or
quoted on an automated quotation system. A Pear Tree Fund will enter into a futures contract
only if the contract is “covered” or if the Pear Tree Funds at all times maintains with the
Custodian liquid assets equal to or greater than the fluctuating value of the contract (less any
margin or deposit). A Pear Tree Fund will write a call or put option on a futures contract only if
the option is “covered.”

Restrictions on the Use of Futures Transactions. The purchase or sale of a futures contract
differs from the purchase or sale of a security in that no price or premium is paid or received.
Instead, an amount of cash or securities acceptable to the broker and the relevant contract
market, which varies, but is generally about 5 percent of the contract amount, must be deposited
with the broker. This amount is known as “initial margin” and represents a “good faith” deposit
assuring the performance of both the purchaser and seller under the futures contract. Subsequent
payments to and from the broker, called “variation margin,” are required to be made on a daily
basis as the price of the futures contract fluctuates making the long and short positions in the
futures contracts more or less valuable, a process known as “marking to market.” At any time
prior to the settlement date of the futures contract, the position may be closed out by taking an
opposite position which will operate to terminate the position in the futures contract. A final
determination of variation margin is then made, additional cash is required to be paid to or
released by the broker and the purchaser realizes a loss or gain. In addition, a nominal
commission is paid on each completed sale transaction.

Restrictions on OTC Options. The Pear Tree Funds described in this Statement may engage in
OTC options (including OTC foreign security and currency options and options on foreign
security and currency futures if permitted by its investment mandate), only with member banks
of the Federal Reserve System and primary dealers in U.S. Government securities or with
affiliates of such banks or dealers which have capital of at least $50 million or whose obligations
are guaranteed by an entity having capital of at least $50 million. The Pear Tree Fund will
acquire only those OTC options for which the Sub-Adviser believes the Pear Tree Fund can
receive on each business day at least two independent bids or offers (one of which will be from
an entity other than a party to the option). The staff of the SEC has taken the position that
purchased OTC options and the assets used as cover for written OTC options are illiquid
securities. Therefore, the Pear Tree Funds have adopted an operating policy pursuant to which
they will not purchase or sell OTC options (including OTC options on futures contracts) if, as a
result of such transaction, the sum of: (a) the market value of outstanding OTC options held by a
Pear Tree Fund; (b) the market value of the underlying securities covered by outstanding OTC
call options sold by a Pear Tree Fund; (c) margin deposits on a Pear Tree Fund’s existing OTC
options on futures contracts; and (d) the market value of all other assets of a Pear Tree Fund that
are illiquid or are not otherwise readily marketable, would exceed 15 percent of its net assets,
taken at market value. However, if an OTC option is sold by a Pear Tree Fund to a primary U.S.
Government securities dealer recognized by the Federal Reserve Bank of New York and a Pear
Tree Fund has the unconditional contractual right to repurchase such OTC option from the dealer
at a predetermined price, then the Pear Tree Fund will treat as illiquid such amount of the
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underlying securities as is equal to the repurchase price less the amount by which the option is
“in-the-money” (current market value of the underlying security minus the option’s strike price).
The repurchase price with primary dealers is typically a formula price which is generally based
on a multiple of the premium received for the option plus the amount by which the option is “in-
the-money.”

Risk Factors in Options, Futures and Forward Transactions. The use of options and futures
involves the risk of imperfect correlation in movements in the price of options and futures and
movements in the price of securities which are the subject of the hedge. If the price of the
options or futures moves more or less than the price of hedged securities, a Pear Tree Fund will
experience a gain or loss which will not be completely offset by movements in the price of the
subject of the hedge. The successful use of options and futures also depends on the Sub-
Adviser’s ability to correctly predict price movements in the market involved in a particular
options or futures transaction. To compensate for imperfect correlations, a Pear Tree Fund may
purchase or sell stock index options or futures contracts in a greater dollar amount than the
hedged securities if the volatility of the hedged securities is historically greater than the volatility
of the stock index options or futures contracts. Conversely, a Pear Tree Fund may purchase or
sell fewer stock index options or futures contracts, if the historical price volatility of the hedged
securities is less than that of the stock index options or futures contracts. The risk of imperfect
correlation generally tends to diminish as the maturity date of the stock index option or futures
contract approaches. Options are also subject to the risks of an illiquid secondary market,
particularly in strategies involving writing options, which a Pear Tree Fund cannot terminate by
exercise. In general, options whose strike prices are close to their underlying instruments’ current
value will have the highest trading volume, while options whose strike prices are further away
may be less liquid.

The Pear Tree Funds described in this Statement may contract to purchase securities for a fixed
price at a future date beyond customary settlement time. When effecting such transactions, cash
or marketable securities held by a Pear Tree Fund of a dollar amount sufficient to make payment
for the portfolio securities to be purchased will be segregated by the Custodian on the Pear Tree
Funds’ records at the trade date and maintained until the transaction is settled. The failure of the
other party to the transaction to complete the transaction may cause a Pear Tree Fund to miss an
advantageous price or yield. Forward commitments involve a risk of loss if the value of the
security to be purchased declines prior to the settlement date, or if the other party fails to
complete the transaction.

The Pear Tree Funds intend to enter into options and futures transactions, on an exchange or in
the OTC market, only if there appears to be a liquid secondary market for such options or futures
or, in the case of OTC transactions, the Sub-Adviser believes the Pear Tree Fund can receive on
each business day at least two independent bids or offers. However, there can be no assurance
that a liquid secondary market will exist at any specific time. Thus, it may not be possible to
close an options or futures position. The inability to close options and futures positions also
could have an adverse impact on a Pear Tree Fund’s ability to effectively hedge its portfolio.
There is also the risk of loss by a Pear Tree Fund of margin deposits or collateral in the event of
bankruptcy of a broker with whom a Pear Tree Fund has an open position in an option, a futures
contract or related option.
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To the extent that the Pear Tree Fund uses futures, options or forward instruments to gain direct
exposure to a security or market, the use of such instruments could expose the Pear Tree Fund to
the effects of leverage, which could increase the Pear Tree Fund’s exposure to the market and
magnify potential losses. The exchanges on which options on portfolio securities are traded have
generally established limitations governing the maximum number of call or put options on the
same underlying security (whether or not covered) which may be written by a single investor,
whether acting alone or in concert with others (regardless of whether such options are written on
the same or different exchanges or are held or written in one or more accounts or through one or
more brokers). “Trading limits” are imposed on the maximum number of contracts which any
person may trade on a particular trading day.

Certain Regulatory Aspects of Use of Futures and Options on Futures. The Pear Tree Funds
are operated by a person who has claimed an exclusion from the definition of the term
“commodity pool operator” under the Commodity Exchange Act, as amended (“CEA”), and,
therefore, is not subject to registration or regulation as a pool operator under the CEA.

(c) Foreign Securities, Instruments, Currencies and Transactions and Specific Risks
Participatory Notes

Each of Emerging Markets Fund, Foreign Value Fund and Foreign Value Small Cap Fund may
invest in participatory notes. Participatory notes are offshore derivative instruments issued to
foreign investors against underlying Indian securities which are not registered with the Securities
and Exchange Board of India. The risks of investing in participatory notes are similar to those
risks of investing in foreign securities in general. See “Principal Investment Risks" for each Fund
in the Prospectus for a discussion of the risks of investing in foreign securities. Participatory
notes function similarly to depositary receipts except that brokers, not U.S. banks, are
depositories for Indian-based securities on behalf of foreign investors. Brokers buy Indian-based
securities and then issue participatory notes to foreign investors. Any dividends or capital gains
collected from the underlying securities are remitted to the foreign investors. However, unlike
depositary receipts, participatory notes are subject to credit risk based on the uncertainty of the
counterparty’s (i.e., the broker’s) ability to meet its obligations.

Opals

Each of Emerging Markets Fund, Foreign Value Fund and Foreign Value Small Cap Fund may
each invest in optimized portfolio as listed securities (“OPALS”). OPALS represent an interest in
a basket of securities of companies primarily located in a specific country generally designed to
track an index for that country. Investments in OPALS are subject to the same risks inherent in
directly investing in foreign securities and also have the risk that they will not track the
underlying index. See “Principal Investment Risks-Foreign Securities” in the Prospectus. In
addition, because the OPALS are not registered under applicable securities laws, they may only
be sold to certain classes of investors, and it may be more difficult for the Pear Tree Fund to sell
OPALS than other types of securities. However, the OPALS may generally be exchanged with
the issuer for the underlying securities, which may be more readily tradable.
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Depository Receipts

Each Pear Tree Fund may invest in American Depository Receipts (“American Depositary
Receipts, or ADRs,”), European Depository Receipts (“EDRs”) and Global Depository Receipts
(“GDRs”). American Depositary Receipts, or ADRs,, EDRs and GDRs (collectively,
“Depository Receipts”) are certificates evidencing ownership of shares of a foreign issuer. These
certificates are issued by depository banks and generally trade on an established market in the
United States or elsewhere. The underlying shares are held in trust by a custodian bank or similar
financial institution in the issuer’s home country. The depository bank may not have physical
custody of the underlying securities at all times and may charge fees for various services,
including forwarding dividends and interest and corporate actions. American Depositary
Receipts, or ADRs, are alternatives to directly purchasing the underlying foreign securities in
their national markets and currencies. However, American Depositary Receipts, or ADRs,
continue to be subject to many of the risks associated with investing directly in foreign securities.
These risks include foreign exchange risk as well as the political and economic risks of the
underlying issuer’s country. Depository Receipts may be sponsored or unsponsored.
Unsponsored Depository Receipts are established without the participation of the issuer.
Unsponsored Depository Receipts differ from Depository Receipts sponsored by an issuer in that
they may involve higher expenses, they may not pass-through voting or other shareholder rights,
and they may be less liquid.

Foreign Currency Transactions

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. These contracts are
principally traded in the inter-bank market conducted directly between currency traders (usually
large commercial banks) and their customers. A forward contract generally has no deposit
requirement, and no commissions are charged at any stage for trades.

Since investments in foreign companies will usually involve currencies of foreign countries, and
since each of Foreign Value Fund, Emerging Markets Fund and Foreign Value Small Cap Fund
may temporarily hold funds in bank deposits in foreign currencies during the completion of
investment programs, the value of the assets of these Pear Tree Funds as measured in U.S.
dollars may be affected favorably or unfavorably by changes in foreign currency exchange rates
and exchange control regulations, and the Pear Tree Funds may incur costs in connection with
conversions between various currencies. Each of Foreign Value Fund, Emerging Markets Fund
and Foreign Value Small Cap Fund will conduct foreign currency exchange transactions either
on a spot (i.e., cash) basis at the spot rate prevailing in the foreign currency exchange market, or
through entering into forward contracts to purchase or sell foreign currencies. Each of Foreign
Value Fund, Emerging Markets Fund and Foreign VValue Small Cap Fund will generally not enter
into a forward contract with a term of greater than one year. the Pear Tree Funds’ Custodian (as
defined below) will place cash or liquid securities into a segregated account of the series in an
amount equal to the value of the Pear Tree Funds’ total assets committed to the consummation of
forward foreign currency exchange contracts. If the value of the securities placed in the
segregated account declines, additional cash or securities will be placed in the account on a daily
basis so that the value of the account will equal the amount of the Pear Tree Funds’
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commitments with respect to such contracts.

Each of Foreign Value Fund, Emerging Markets Fund and Foreign Value Small Cap Fund will
generally enter into forward foreign currency exchange contracts under two circumstances. First,
when a Pear Tree Fund enters into a contract for the purchase or sale of a security denominated
in a foreign currency, it may desire to “lock in” the U.S. dollar price of the security. By entering
into a forward contract for the purchase or sale, for a fixed amount of U.S. dollars, of the amount
of foreign currency involved in the underlying security transactions, the Pear Tree Fund will seek
to protect itself against a possible loss resulting from an adverse change in the relationship
between the U.S. dollar and the subject foreign currency during the period between the date the
security is purchased or sold and the date on which payment is made or received.

Second, when a Pear Tree Fund’s Sub-Adviser believes that the currency of a particular foreign
country may experience an adverse movement against the U.S. dollar, it may enter into a forward
contract to sell an amount of the foreign currency approximating the value of some or all of the
Pear Tree Fund’s portfolio securities denominated in such foreign currency. Alternatively, where
appropriate, a Pear Tree Fund may hedge all or part of its foreign currency exposure through the
use of a basket of currencies where certain of such currencies act as an effective proxy for other
currencies. In such a case, the Pear Tree Fund may enter into a forward contract where the
amount of the foreign currency to be sold exceeds the value of the securities denominated in such
currency. The use of this basket hedging technique may be more efficient and economical than
entering into separate forward contracts for each currency held in the Pear Tree Fund. The
precise matching of the forward contract amounts and the value of the securities involved will
not generally be possible since the future value of such securities in foreign currencies will
change as a consequence of market movements in the value of those securities between the date
the forward contract is entered into and the date it matures. The projection of short-term currency
market movement is extremely difficult, and the successful execution of a short-term hedging
strategy is highly uncertain. Under certain circumstances, the Pear Tree Fund may commit a
substantial portion, or up to 75 percent of the value of its assets, to the consummation of these
contracts. The Pear Tree Fund’s Sub-Adviser will consider the effect a substantial commitment
of its assets to forward contracts would have on the investment program of the Pear Tree Fund
and the flexibility of the Pear Tree Fund to purchase additional securities. Other than as set forth
above, the Pear Tree Fund will not enter into such forward contracts or maintain a net exposure
to such contracts where the consummation of the contracts would obligate the Pear Tree Fund to
deliver an amount of foreign currency in excess of the value of the Pear Tree Fund’s portfolio
securities or other assets denominated in that currency. Under normal circumstances,
consideration of the prospect for currency parities will be incorporated into the longer-term
investment decisions made with regard to overall diversification strategies. However, the Pear
Tree Fund’s Sub-Adviser believes that it is important to have the flexibility to enter into such
forward contracts when it determines that the best interests of the Pear Tree Fund will be served.

At the maturity of a forward contract, the Pear Tree Fund may either sell the portfolio security
and make delivery of the foreign currency, or it may retain the security and terminate its
contractual obligation to deliver the foreign currency by purchasing an “offsetting” contract
obligating it to purchase, on the same maturity date, the same amount of the foreign currency.

As indicated above, it is impossible to forecast with absolute precision the market value of
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portfolio securities at the expiration of the forward contract. Accordingly, it may be necessary for
a Pear Tree Fund to purchase additional foreign currency on the spot market (and bear the
expense of such purchase) if the market value of the security is less than the amount of foreign
currency the Pear Tree Fund is obligated to deliver and if a decision is made to sell the security
and make delivery of the foreign currency. Conversely, it may be necessary to sell on the spot
market some of the foreign currency received upon the sale of the portfolio security if its market
value exceeds the amount of foreign currency the Pear Tree Fund is obligated to deliver.

If a Pear Tree Fund retains the portfolio security and engages in an offsetting transaction, the
Pear Tree Fund will incur a gain or a loss (as described below) to the extent that there has been
movement in forward contract prices. If the Pear Tree Fund engages in an offsetting transaction,
it may subsequently enter into a new forward contract to sell the foreign currency. Should
forward prices decline during the period between the Pear Tree Fund’s entering into a forward
contract for the sale of a foreign currency and the date it enters into an offsetting contract for the
purchase of the foreign currency, the Pear Tree Fund will realize a gain to the extent the price of
the currency it has agreed to sell exceeds the price of the currency it has agreed to purchase.
Should forward prices increase, the Pear Tree Fund will suffer a loss to the extent the price of the
currency it has agreed to purchase exceeds the price of the currency it has agreed to sell.

A Pear Tree Fund is not required to enter into forward contracts with regard to their foreign
currency-denominated securities and will not do so unless deemed appropriate by the relevant
Pear Tree Fund’s Sub-Adviser. It also should be realized that this method of hedging against a
decline in the value of a currency does not eliminate fluctuations in the underlying prices of the
securities. It simply establishes a rate of exchange at a future date. Additionally, although such
contracts tend to minimize the risk of loss due to a decline in the value of the hedged currency, at
the same time, they tend to limit any potential gain that might result from an increase in the value
of that currency.

Eurodollar Certificates of Deposit (ECDs), Eurodollar Time Deposits (ETDs) and Yankee
Certificates of Deposit (YCDs)

ECDs are U.S. dollar denominated certificates of deposit issued by foreign branches of domestic
banks. ETDs are U.S. dollar denominated deposits in foreign banks or foreign branches of U.S.
banks. YCDs are U.S. dollar denominated certificates of deposit issued by U.S. branches of
foreign banks. Different risks than those associated with the obligations of domestic banks may
exist for ECDs, ETDs and YCDs because the banks issuing these instruments, or their domestic
or foreign branches, are not necessarily subject to the same regulatory requirements that apply to
domestic banks, such as loan limitations, examinations and reserve, accounting, auditing,
recordkeeping and public reporting requirements.

(d)  Alternative Strategies

At times, the Sub-Adviser may judge that market conditions make pursuing the Pear Tree Fund’s
investment strategies inconsistent with the best interests of its shareholders. A Pear Tree Fund’s
Sub-Adviser may then temporarily use alternative strategies that are mainly designed to limit the
Pear Tree Fund’s losses. These alternative strategies may include the purchase of debt, money
market investments and other investments not consistent with the investment strategies of the
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Pear Tree Fund. Although the Pear Tree Fund’s Sub-Adviser has the flexibility to use these
strategies, it may choose not to for a variety of reasons, even in very volatile market conditions.
These strategies may cause the Pear Tree Fund to miss out on investment opportunities, and may
prevent the Pear Tree Fund from achieving its goal.

(e) Portfolio Turnover

A change in securities held by a Pear Tree Fund is known as “portfolio turnover” and almost
always involves the payment by the Pear Tree Fund of brokerage commissions or dealer markups
and other transaction costs on the sale of securities as well as on the reinvestment of the proceeds
in other securities. High portfolio turnover involves correspondingly greater brokerage
commissions and other transaction costs, which will be borne directly by the Pear Tree Fund and
may affect taxes paid by shareholders to the extent short-term gains are distributed. Portfolio
turnover is not a limiting factor with respect to investment decisions by the Pear Tree Fund.

The portfolio turnover rates for the Pear Tree Funds’ two most recently ended fiscal years were
as follows:

Fiscal Years Ended March 31,

2011 2012

Pear Tree Columbia Small Cap Fund 71% 53%

Pear Tree Quality Fund* 283% 68%

Pear Tree PanAgora Dynamic Emerging Markets 68% 56%
Fund

Pear Tree Polaris Foreign Value Fund 9% 18%

Pear Tree Polaris Foreign Value Small Cap Fund 54% 22%

* In January 2011, Pear Tree Quality Fund replaced its Sub-Adviser and began to pursue a different investment strategy. This
Fund is expected to have low turnover.

() Description of Benchmark Indices.

The following are descriptions of indices against which the Pear Tree Funds measure their
performance.

Small Cap Fund measures its performance against the Russell 2000® Index. The Russell 2000
Index measures the performance of the small-cap segment of the U.S. equity universe. The
Russell 2000 is a subset of the Russell 3000® Index representing approximately 10 percent of
the total market capitalization of that index. It includes approximately 2000 of the smallest
securities based on a combination of their market cap and current index membership. The
Russell 2000 Index is constructed to provide a comprehensive and unbiased small-cap barometer

24




and is completely reconstituted annually to ensure larger stocks do not distort the performance
and characteristics of the true small-cap opportunity set.

Quality Fund measures its performance against the S&P 500 Index®. The S&P 500 includes
500 leading companies in leading industries of the U.S. economy. Although the S&P 500 focuses
on the large cap segment of the market, with approximately 75 percent coverage of U.S. equities,
it is serves as a proxy for the total market. The S&P 500 is part of a series of S&P U.S. indices
that have been used as building blocks for portfolio construction. S&P 500 is maintained by the
S&P Index Committee, a team of Standard & Poor’s economists and index analysts, who meet
on a regular basis. The Index Committee also monitors constituent liquidity to ensure efficient
portfolio trading while keeping index turnover to a minimum.

Emerging Markets Fund measures its performance against the MSCI Emerging Markets Index®.
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is
designed to measure equity market performance of emerging markets. As of June 30, 2012, the
MSCI Emerging Markets Index consisted of the following emerging market country indices:
Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea,
Malaysia, Mexico, Morocco, Peru, the Philippines, Poland, Russia, South Africa, Taiwan,
Thailand, and Turkey.

Foreign Value Fund measures its performance against the MSCI EAFE® Index. The MSCI
EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index
that is designed to measure the equity market performance of developed markets, excluding the
U.S. and Canada. As of June 30, 2012, the MSCI EAFE Index consisted of the following
developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France,
Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand,
Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom*.

Foreign Value Small Cap Fund measures its performance against the S&P Europe, Pacific and
Asia (EPAC) Small Cap® Index measures the performance of the smallest companies from the
European and Pacific countries represented in the S&P Broad Market® Index. The EPAC Small
Cap Index represents the bottom 15% of the total market capital of each country. Index returns
are adjusted for withholding taxes applicable to Luxembourg holding companies.

Russell 2000 Index is a registered trademark of Russell Investments or its subsidiaries.

MSCI Emerging Markets Index and MSCI EAFE Index are registered trademarks of MSCI Inc.
or its subsidiaries.

S&P 500, S&P Europe, Pacific and Asia (EPAC) Small Cap Index and S&P Broad Market Index
are registered trademarks of Standard & Poor’s Financial Services LLC or its subsidiaries.
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INVESTMENT RESTRICTIONS OF THE PEAR TREE FUNDS

Fundamental Investment Restrictions.

Each Pear Tree Fund has adopted certain fundamental investment restrictions, as listed below, which may
not be changed without the affirmative vote of the holders of a "majority of the outstanding voting
securities”" (as defined in the 1940 Act) of the Pear Tree Fund. For this purpose, a majority of the
outstanding shares of the Pear Tree Fund means the vote of the lesser of:

1.

67 percent or more of the shares represented at a meeting, if the holders of more than 50 percent of

the outstanding shares are present in person or by proxy, or

2. More than 50 percent of the outstanding shares of the Pear Tree Fund.

Pear Tree Quality Fund and Pear Tree Polaris Foreign Value Small Cap Fund

Each of Pear Tree Quality Fund and Pear Tree Polaris Foreign Value Small Cap Fund may not:

)

(2)

3)

(4)

(5)

(6)

Issue senior securities, except to the extent permitted by applicable law, as amended and
interpreted or modified form time to time by any regulatory authority having jurisdiction;

Borrow money, except on a temporary basis and except to the extent permitted by applicable law,
as amended and interpreted or modified from time to time by any regulatory authority having
jurisdiction;

Invest in real estate except (a) that the Fund may invest in securities of issuers that invest in real
estate or interests therein, securities that are secured by real estate or interests therein, securities
of real estate investment trusts, mortgage-backed securities and other securities that represent a
similar indirect interest in real estate; and (b) the Fund may acquire real estate or interests therein
through exercising rights or remedies with regard to an instrument or security;

Act as an underwriter, except insofar as the Fund technically may be deemed to be an underwriter
in connection with the purchase or sale of its portfolio securities;

Make loans, except that the Fund may (i) lend portfolio securities in accordance with the Fund’s
investment policies, (ii) enter into repurchase agreements, (iii) purchase all or a portion of an
issue of publicly distributed debt securities, bank loan participation interests, bank certificates of
deposit, bankers’ acceptances, debentures or other securities, whether or not the purchase is made
upon the original issuance of the securities, (iv) participate in a credit facility whereby the Fund
may directly lend to and borrow money from other affiliated Funds to the extent permitted under
the 1940 Act or an exemption therefrom, and (v) make loans in any other manner consistent with
applicable law, as amended and interpreted or modified from time to time by any regulatory
authority having jurisdiction;

Concentrate its investments in securities of companies in any particular industry; or
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(7)

Invest in commaodities or commodity contracts, except that the Fund may invest in currency
instruments and currency contracts and financial instruments and financial contracts that might be
deemed to be commodities and commaodity contracts in accordance with applicable law.

Pear Tree Columbia Small Cap Fund, Pear Tree PanAgora Dynamic Emerging Markets Fund and
Pear Tree Polaris Foreign Value Fund

Each of Pear Tree Columbia Small Cap Fund, Pear Tree PanAgora Dynamic Emerging Markets Fund and
Pear Tree Polaris Foreign Value Fund may not:

)

(2)

©)

(4)

()

(6)

(7)

Purchase any security if as a result a Fund would then hold more than 10% of any class of
securities of an issuer (taking all common stock issues of an issuer as a single class, all preferred
stock issues as a single class, and all debt issues as a single class) or more than 10% of the
outstanding voting securities of an issuer;

Purchase any security if as a result any Fund would then have more than 10% of the value of its
net assets (taken at current value) invested in any of the following types of investment vehicles: in
securities of companies (including predecessors) less than three years old, in securities which are
not readily marketable, in securities which are subject to legal or contractual restrictions on resale
(“restricted securities™) and in repurchase agreements which have a maturity longer than seven
(7) days, provided, however, that no Fund may invest more than 15% of its assets in illiquid
securities;

Make short sales of securities or maintain a short position unless at all times when a short
position is open the particular Fund owns an equal amount of such securities or securities
convertible into, or exchangeable without payment of any further consideration for, securities of
the same issue as, and equal in amount to, the securities sold short, and unless not more than 10%
of the Fund’s net assets (taken at current value) is held as collateral for such sales at any one time.
Such sales of securities subject to outstanding options would not be made. A Fund may maintain
short positions in a stock index by selling futures contracts on that index;

Issue senior securities, borrow money or pledge its assets except that a Fund may borrow from a
bank for temporary or emergency purposes in amounts not exceeding 10% (taken at the lower of
cost or current value) of its total assets (not including the amount borrowed) and pledge its assets
to secure such borrowings. A Fund will not purchase any additional portfolio securities so long as
its borrowings amount to more than 5% of its total assets.;

Purchase or retain securities of any company if, to the knowledge of the Funds, officers and
Trustees of the Funds or of the Manager or of the Sub-Adviser of the particular Funds who
individually own more than 1/2 of 1% of the securities of that company together own beneficially
more than 5% of such securities;

Buy or sell real estate or interests in real estate, although it may purchase and sell securities which
are secured by real estate and securities of companies which invest or deal in real estate;

Act as underwriter except to the extent that, in connection with the disposition of Fund securities,
it may be deemed to be an underwriter under certain provisions of the federal securities laws;
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(8) Make investments for the purpose of exercising control or management;
9 Participate on a joint or joint and several basis in any trading account in securities;

(10)  Write, purchase, or sell puts, calls or combinations thereof, except that the Fund may (i) write
covered call options with respect to all of its portfolio securities; (ii) purchase put options and call
options on widely recognized securities indices, common stock of individual companies or
baskets of individual companies in a particular industry or sector; (iii) purchase and write call
options on stock index futures and on stock indices; (iv) sell and purchase such options to
terminate existing positions;

(11)  Invest in interests in oil, gas or other mineral exploration or development programs, although it
may invest in the common stocks of companies that invest in or sponsor such programs;

(12)  Make loans, except (i) through the purchase of bonds, debentures, commercial paper, corporate
notes and similar evidences of indebtedness of a type commonly sold privately to financial
institutions, (ii) through repurchase agreements and loans of portfolio securities (limited to 30%
of the value of a Fund’s total assets). The purchase of a portion of an issue of such securities
distributed publicly, whether or not such purchase is made on the original issuance, is not
considered the making of a loan;

(13)  Invest more than 25% of the value of its total assets in any one industry; or

(14)  Invest in commodities or commaodity contracts or in puts, calls, or combinations of both, except
interest rate futures contracts, options on securities, securities indices, currency and other
financial instruments, futures contracts on securities, securities indices, currency and other
financial instruments and options on such futures contracts, forward foreign currency exchange
contracts, forward commitments, securities index put or call warrants and repurchase agreements
entered into in accordance with the fund’s investment policies.

The following statements are not part of the investment restriction.

Although certain of these policies envision a Pear Tree Fund maintaining a position in a stock index by
selling futures contracts on that index and also envision that under certain conditions one or more Pear
Tree Funds may engage in transactions in stock index futures and related options, the Pear Tree Funds do
not currently intend to engage in such transactions.

All percentage limitations on investments, except the percentage limitations with respect to borrowing in
fundamental policy (4) above applicable to Pear Tree Columbia Small Cap Fund, Pear Tree PanAgora
Dynamic Emerging Markets Fund and Pear Tree Polaris Foreign Value Fund, will apply at the time of the
making of an investment and shall not be considered violated unless an excess or deficiency occurs or
exists immediately after and as a result of such investment.

In the opinion of the SEC, investments are concentrated in a particular industry if such investments
aggregate more than 25 percent of the fund’s total assets. When identifying industries for purposes of its
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concentration policy, the Fund will rely upon available industry classifications. The Pear Tree Funds’
policy on concentration does not apply to investments in U.S. government securities.

For purposes of fundamental policy 4 above applicable to Pear Tree Columbia Small Cap Fund, Pear Tree
PanAgora Dynamic Emerging Markets Fund and Pear Tree Polaris Foreign Value Fund, collateral
arrangements with respect to the writing of covered call options and options on index futures and
collateral arrangements with respect to margin for a stock index future are not deemed to be a pledge of
assets and neither such arrangements nor the purchase or sale of stock index futures or the purchase of
related options are deemed to be the issuance of a senior security.

TRUSTEES AND OFFICERS OF THE TRUST,; FUND GOVERNANCE

The tables below identify the current Trustees and officers of the Trust, their ages, their present positions
with the Trust, terms of office with the Trust and length of time served, principal occupations over at least
the last five years and other directorships/trusteeships held. Each Trustee and officer holds office for an
indefinite term until his or her successor is chosen and qualified or until his or her earlier death,
resignation, retirement or removal. The mailing address of each of the Trustees and Officers of the Trust
is 55 Old Bedford Road, Suite 202, Lincoln, Massachusetts 01773.

Trustees who are not Interested Persons of the Trust

The following individuals are Trustees of the Trust (each, a “Trustee”), but not “interested persons” of the
Trust, as that term is defined in the 1940 Act.

TERM OF NUMBER OF
POSITION OFFICE/ PRINCIPAL PORTFOLIOS
HELD LENGTH OF OCCUPATION(S) IN FUND OTHER
WITH TIME DURING PAST FIVE COMPLEX DIRECTORSHIPS
NAME AND AGE TRUST SERVED YEARS! OVERSEEN  HELD BY TRUSTEE
Robert M. Armstrong Trustee Indefinite Term  Independent Director and 5 NewPage Corporation
(Born: March 1939) (1985 to Consultant Services (2006- Present);
present) (1998 — Present) NewPage Holding
Corporation(2006-
Present); NewPage
Group, Inc. (2006-
Present)
John M. Bulbrook Trustee Indefinite Term  CEO and Treasurer, John 5 None
(Born: July 1942) (1985 to M. Bulbrook Insurance
present) Agency, Inc. (d/b/a

Bulbrook/Drislane
Brokerage) (distributor of
financial products,
including insurance)
(1984 — Present);
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William H. Dunlap
(Born: March 1951)

Clinton S. Marshall
(Born: May 1957)

Trustee

Trustee

Indefinite Term
(October 2006
to present)

Indefinite Term
(April 2003 to
present)

Executive Director, New
Hampshire Historical
Society, (Feb. 2010 —
Present); Principal,
William H. Dunlap &
Company (consulting
firm)(2005 — Present);
President, EQ Rider, Inc.,
(equestrian clothing
sales) (1998 - 2008);
Director, Merrimack
County Savings Bank
(2005 — Present);
Director, Merrimack
Bank Corp. (2005 -
Present)

Owner, Coastal CFO
Solutions, outsource firm
offering CFO solutions to
businesses (1998 —
Present);

CFO, Fore River
Company (2002 -
Present)
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Trustees and Officers who are Interested Persons of the Trust

The following individuals are Trustees or officers of the Trust who are “interested persons” of the Trust,
as that term is defined in the 1940 Act.

NAME AND AGE

Willard L. Umphrey
(Born: July 1941)

Leon Okurowski
(Born: December
1942)

Deborah A. Kessinger
(Born: May 1963)

POSITION

HELD
WITH
TRUST

Trustee,
President,
Chairman

(1985 to

present)

Vice
President,
Treasurer

(1985 to
present)

Assistant
Clerk and
Chief

Compliance

Officer

TERM OF
OFFICE/
LENGTH OF
TIME
SERVED

Indefinite Term
(1985 to
present)

(1985 to
present)

(April 2005 to
Present)

NUMBER OF
PORTFOLIOS
IN FUND
COMPLEX
OVERSEEN

PRINCIPAL
OCCUPATION(S)
DURING PAST FIVE
YEARS!

Director, U.S. Boston 5
Capital Corporation;

President, Pear Tree

Advisors, Inc.

Director and Vice N/A
President, U.S. Boston

Capital Corporation;

Treasurer, Pear Tree

Advisors, Inc.; Trustee,

Pear Tree Funds

(4/17/1985 — 9/30/2004)

Senior Counsel (since N/A
9/04), President (since

8/07) and Chief

Compliance Officer

(since 12/05), U.S.

Boston Capital

Corporation; Senior

Counsel (since 9/2004)

and Chief Compliance
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OTHER
DIRECTORSHIPS
HELD BY
TRUSTEE/OFFICER

U.S. Boston
Corporation; U.S.
Boston Asset
Management
Corporation; Pear Tree
Advisors, Inc.; Pear
Tree Partners
Management LLC;
USB Corporation; USB
Atlantic Associates,
Inc.; U.S. Boston
Insurance Agency, Inc.;
U.S. Boston Capital
Corporation

Everest USB Canadian
Storage, Inc.; Pear Tree
Advisors, Inc.; U.S.
Boston Corporation;
U.S. Boston Asset
Management
Corporation; MedCool,
Inc., USB Corporation;
USB Everest
Management, LLC,;
USB Everest Storage
LLC; USB Atlantic
Associates, Inc.; U.S.
Boston Insurance
Agency, Inc.; U.S.
Boston Capital
Corporation
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Officer (since 10/2006),
Pear Tree Advisors, Inc.;
Chief Compliance Officer
and General Counsel,
Wainwright Investment
Counsel, LLC
(investment management
firm) (2000-2004);
Compliance Attorney,
Forefield, Inc. (software
provider) (2001-2004)
and Compliance
Consultant (2007 to

present)
Diane Hunt (Born: Assistant  (June 2010 to Controller (Since 3/2010) N/A
February 1962) Treasurer  Present) Pear Tree Advisors, Inc.;
Accountant (Since 1984)
U.S. Boston Capital
Corporation
Kelly Lavari (Born: Clerk Regulatory Compliance N/A
April 1967) (November Manager (since April
2010 to 2008), Legal and
Present) Compliance Associate
(4/2005-4/2008) Pear
Tree Advisors, Inc.
Notes:
1. The principal occupations of the Trustees and officers of the Trust for the last five years have been with the
employers shown above; although in some cases they have held different positions with such employers.
2. Mr. Umphrey is an “interested person” (as defined in the 1940 Act) of the Trust. Mr. Umphrey has been

determined to be an “Interested Trustee” by virtue of, among other things, his affiliation with the Manager
and the Pear Tree Funds’ distributor, U.S. Boston Capital Corporation (“Distributor™).

Unless disclosed in a table above, no Trustee or officer of the Pear Tree Funds held during the past five
years any directorship in a company with a class of securities registered pursuant to Section 12 of the
Securities Exchange Act of 1934, or subject to the requirements of Section 15(d) of that act or any
company registered as an investment company under the 1940 Act.

Leadership Structure, Qualifications and Responsibilities of the Board of Trustees of the Trust

The Trustees of the Trust are responsible for the oversight of the business of the Trust. The Trustees meet
periodically throughout the year to oversee the Pear Tree Funds’ activities, review contractual
arrangements with companies that provide services to the Pear Tree Funds and review the Pear Tree
Funds’ performance. The Trustees have the authority to take all actions necessary in connection with
their oversight of the business affairs of the Trust, including, among other things, approving the
investment objectives, policies and procedures for the Pear Tree Funds. The Trust enters into agreements
with various entities to manage the day-to-day operations of the Pear Tree Funds, including the Manager
and the Sub-Advisers, administrator, transfer agent, distributor and custodian. The Trustees are
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responsible for approving these service providers, approving the terms of their contracts with the Pear
Tree Funds, and exercising general service provider oversight. The Trustees have engaged the Manager
to manage each Pear Tree Fund on a day-to-day basis subject to their oversight.

Leadership Structure and the Board of Trustees.

The Board is currently composed of five Trustees, including four Trustees who are not “interested
persons” of any Pear Tree Fund, as that term is defined in the 1940 Act (each, an “Independent Trustee”).
The other Trustee is affiliated with each of the Manager and the Distributor.

The Board has appointed Mr. Umphrey to serve in the role of Chairman. Mr. Umphrey is the President of
the Manager and a director of the Distributor. The Independent Trustees have designated Mr. Bulbrook
as the Lead Independent Trustee. The Lead Independent Trustee participates in the preparation of
agendas for the Board meetings. The Lead Independent Trustee also acts as a liaison between meetings
with the Trust’s officers, other Trustees, the Manager, other service providers and counsel to the
Independent Trustees. The Lead Independent Trustee may also perform such other functions as may be
requested by the other Independent Trustees from time to time. The Board has determined that the
Board’s leadership and committee structure is appropriate because it provides a structure for the Board to
work effectively with management and service providers and facilitates the exercise of the Board’s
independent judgment. The Board’s leadership structure permits important roles for the President of the
Manager, who serves as Chairman of the Trust and oversees the Manager’s day-to-day management of
the Pear Tree Funds, and the Independent Trustees, through the designation of a Lead Independent
Trustee and the participation of the other Independent Trustees. In addition, the Audit Committee
provides for: (a) effective oversight of accounting and financial reporting responsibilities, and (b) the
ability to meet independently with independent counsel and outside the presence of management on
governance and related issues. Except for any duties specified herein or pursuant to the Trust’s Second
Amended and Restated Declaration of Trust or By-laws, the designation of Chairman or Lead
Independent Trustee does not impose on such Trustee any duties, obligations or liability that is greater
than the duties, obligations or liability imposed on such person as a member of the Board generally. The
Board conducts an annual evaluation of the performance of the Board, including the effectiveness of (i)
the Audit Committee and the structure of having a single committee, (ii) the Board’s oversight of the Pear
Tree Funds, and (iii) the Board’s development and implementation of governance policies. The
leadership structure of the Board may be changed, at any time and in the discretion of the Board,
including in response to changes in circumstances or the characteristics of the Pear Tree Funds.

Oversight of Risk.

The Board oversees risk as part of its general oversight of the Pear Tree Funds. The Pear Tree Funds are
subject to a number of risks, including investment, compliance, financial, operational and valuation risks.
The Pear Tree Funds’ officers, the Manager, the Distributor and other Fund service providers perform risk
management as part of the day-to-day operations of the Pear Tree Funds. The Board recognizes that it is
not possible to identify all risks that may affect the Pear Tree Funds, and that it is not possible to develop
processes or controls to eliminate all risks and their possible effects. Risk oversight is addressed as part
of various Board and Audit Committee activities, including the following: (a) at regular Board meetings,
and on an ad hoc basis as needed, receiving and reviewing reports related to the performance and
operations of the Pear Tree Funds; (b) reviewing the compliance policies and procedures of the Trust
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(including the Pear Tree Funds), the Manager and the Sub-Advisers; (c) meeting with investment
personnel to review investment strategies, techniques and the processes used to manage related risks; (d)
receiving and reviewing reports regarding key service providers; (e) receiving reports from the Chief
Compliance Officer of the Pear Tree Funds and other senior officers of the Trust and the Manager
regarding compliance matters affecting the Trust (including the Pear Tree Funds) and their service
providers; and (f) meeting with the Manager’s personnel to discuss risks related to the Pear Tree Funds’
investments. The Board may, at any time and in its discretion, change the manner in which it conducts its
risk oversight role.

The Board has established one standing committee, as described below:
Audit Committee.

The purpose of the Audit Committee is to oversee generally the Trust’s accounting and financial reporting
policies and practices, internal controls and, as appropriate, the internal controls of certain service
providers; to oversee generally the quality and objectivity of financial statements and the independent
audit thereof; to appoint or replace the independent registered public accounting firm (the “Auditor”) for
the Trust and to act as a liaison between the Auditor and the full Board. The Audit Committee is
comprised of all of the Independent Trustees. Mr. Marshall is the Chairman of the Audit Committee. In
performing its oversight function the Audit Committee has, among other things, specific power and
responsibility to: (a) oversee the Trust’s accounting and financial reporting policies and practices, internal
control over the Trust’s financial reporting and, as appropriate, the internal control over financial
reporting of service providers; (b) to oversee the quality and objectivity of the Trust’s financial statements
and the independent audit thereof; (c) to approve, prior to appointment by the Board, the engagement of
the Trust’s independent auditors and, in connection therewith, to review and evaluate the qualifications,
independence and performance of the Trust’s independent registered public accounting firm; and (d) to
act as a liaison between the Auditor and the Board.

The Audit Committee also acts as a nominating committee, as necessary from time to time, to identify,
interview and recommend to the full Board candidates for consideration as nominees to serve as
Independent Trustees. Neither the Audit Committee nor the Trust has adopted procedures for
shareholders to submit recommendations for nomination as a Trustee.

The Audit Committee meets as often as necessary or appropriate to discharge its functions and will meet
at least once annually. During the fiscal year ended March 31, 2012, the Audit Committee met three
times.

Trustees’ Qualifications and Experience.

The governing documents for the Trust do not set forth any specific qualifications that a person must meet
in order to serve as a Trustee. As noted above, a majority of the Board are Independent Trustees. Among
the attributes and skills common to all Trustees are the ability to review, evaluate and discuss information
and proposals provided to them regarding the Pear Tree Funds, the ability to interact effectively with the
Manager and other service providers, and the ability to exercise independent business judgment. Each
Trustee’s ability to perform his duties effectively has been attained through: (a) the individual’s business
and professional experience and accomplishments; (b) the individual’s experience working with the other
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Trustees and management; (c) the individual’s prior experience serving in executive positions and/or on
the boards of other companies and organizations; and (d) the individual’s educational background,
professional training, and/or other experiences. Generally, no one factor is decisive in determining that an
individual should serve as a Trustee. Set forth below is a brief description of the specific experience of
each Trustee. Additional details regarding the background of each Trustee are included in the chart
earlier in this section.

Robert M. Armstrong. Mr. Armstrong has served as a Trustee since 1985. Mr. Armstrong has more than
30 years of business experience in the real estate and consulting areas, including serving as a chief
financial officer. Mr. Armstrong also serves on the board of a public company.

John M. Bulbrook. Mr. Bulbrook has served as a Trustee since 1985. He serves as the current Lead
Independent Trustee. Mr. Bulbrook has more than 30 years of experience in the insurance and risk
management industry, including serving as chief executive officer of a distributor of insurance products.

William H. Dunlap. Mr. Dunlap has served as a Trustee since 2006. Mr. Dunlap has more than 30 years
of experience in consumer sales, consulting and non-profit management, including senior management
experience. Mr. Dunlap also serves on the board of directors of a bank holding company and its savings
bank subsidiary.

Clinton S. Marshall. Mr. Marshall has served as a Trustee since 2003. He currently serves as the
Chairman of the Audit Committee. Mr. Marshall has over 30 years of business and financial experience,
including time as Chief Financial Officer. Through his company Mr. Marshall serves as the chief
financial officer and in other financial capacities for a number of startup and more established businesses
throughout northern New England. Additionally, Mr. Marshall has also served on the board of directors
of other corporations.

Willard L. Umphrey. Mr. Umphrey has served as a Trustee since 1985. He is the President of the
Manager and a director of the Distributor.

Trustee Compensation

The Pear Tree Funds currently pay each Independent Trustee an annual retainer of $27,000. Additionally,
the Pear Tree Funds pay each of the Lead Independent Trustee and the Chairperson of the Audit
Committee an additional annual retainer of $3,000. The pro rata share of such compensation paid by the
Fund is based on the Fund’s average net assets as a percentage of the average net assets of all of the Pear
Tree Funds.

COMPENSATION TABLE
for the fiscal year ended March 31, 2012

Aggregate Pension or Retirement Estimated Annual Total Compensation
Compensation from Benefits Accrued As Benefits Upon From the Trust and
Name of Trustee the Trust Part of Fund Expenses Retirement Fund Complex

Paid to Trustee
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Robert M. Armstrong $25,500 N/A N/A $25,500

John M. Bulbrook $28,500 N/A N/A $28,500
William H. Dunlap $25,500 N/A N/A $25,500
Clinton S. Marshall $28,500 N/A N/A $28,500

For the fiscal year ended March 31, 2012, each Independent Trustee was paid a retainer of $27,000 per

annum. Additionally, the Chairman of the Audit Committee was paid an additional retainer of $3,000 per
annum.

The Second Amended and Restated Agreement and Declaration of Trust of the Trust provides that the
Pear Tree Funds will indemnify their Trustees and officers against liabilities and expenses incurred in
connection with litigation in which they may be involved because of their offices with the Pear Tree
Funds, except if it is determined in the manner specified in the Second Amended and Restated Agreement
and Declaration of Trust that they have not acted in good faith in the reasonable belief that their actions
were in the best interests of the Trust or that such indemnification would relieve any officer or Trustee of
any liability to the Trust or its shareholders by reason of willful misfeasance, bad faith, gross negligence
or reckless disregard of his or her duties. The Pear Tree Funds, at their expense, will provide liability
insurance for the benefit of their Trustees and officers.

At June 30, 2012, the officers and Trustees as a group owned in the aggregate the following percentages
of outstanding Ordinary Shares and Institutional Shares.*

Ordinary Shares Institutional Shares
Pear Tree Columbia Small Cap Fund 0.36% 28.99%
Pear Tree Quality Fund 0.80% 25.97%
Pear Tree PanAgora Dynamic Emerging 0.47% 15.41%
Markets Fund
Pear Tree Polaris Foreign Value Fund 0.22% 4.67%
Pear Tree Polaris Foreign Value Small Cap Fund 0.95% 44.99%

* Reflects ownership by the Manager and Distributor. Mr. Okurowski and Mr. Umphrey are majority owners of the Manager
and Distributor.

TRUSTEE SHARE OWNERSHIP TABLE*
For the Calendar Year ended December 31, 2011

INDEPENDENT TRUSTEES:
Dollar
Dollar Dollar Dollar Dollar Range of
Range of Range of Range of Range of Equity
Equity Equity Equity Equity Securities
Name of Trustee Securities Securities Securities Securities in Foreign
in Small in Quality in in Foreign Value
Cap Fund Fund Emerging  Value Fund  Small Cap
Markets Fund
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Fund

Robert M. None $50,001-
Armstrong $100,000
John M. Bulbrook Over Over
$100,000 $100,000
William H. Dunlap None None
Clinton S. Marshall None None
INTERESTED TRUSTEE:
Dollar Dollar Dollar
Range of Range of Range of
Equity Equity Equity
Name of Securities  Securities  Securities
Trustee in Small in Quality in
Cap Fund Fund Emerging
Markets
Fund
Willard L. Over Over Over
Umphrey $100,000 $100,000 $100,000

None None $10,001-
$50,000
Over Over Over
$100,000 $100,000 $100,000
$10,001- None None
$50,000
$10,001- None $10,001-
$50,000 $50,000
Dollar Aggregate
Dollar Range of Dollar
Range of Equity Range of
Equity Securities Equity
Securities  in Foreign  Securities
in Foreign Value in Pear
Value Small Cap Tree Fund
Fund Fund Complex
Over Over Over
$100,000 $100,000 $100,000

* This table does not contain any information relating to Pear Tree Columbia Micro Cap Fund, which was
terminated and liquidated as of December 19, 2012.

PRINCIPAL SHAREHOLDERS*

As of June 30, 2012, each of the following persons owned 5 percent or more of the classes of the
following Funds. Beneficial owners of 25 percent or more of Class are presumed to be in control of the
Class for the purposes of voting on certain matters submitted to shareholders.

PEAR TREE
COLUMBIA SMALL

CAP FUND

PEAR TREE

NAME AND ADDRESS

Joseph E. Kasputys
1000 Winter Street, Suite 4310
Waltham, MA 02451

Charles Schwab and Company, Inc.
Attention Mutual Fund Department
101 Montgomery Street

San Francisco, CA 94104

NAME AND ADDRESS
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12.16

10.32
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COLUMBIA SMALL

CAP FUND

PEAR TREE
QUALITY FUND

PEAR TREE
QUALITY FUND

PEAR TREE

U.S. Bank

fbo Dickson Home Col
P.O. Box 1787
Milwaukee, WI 53201

Rhys H. Williams
135 Rose Lane
Haverford, PA 19041

Elizabeth Shoemaker House
5424 Wisconsin Avenue
Suite 700

Chevy Chase, MD 20815

U.S. Bank

fbo Hurt Hmblind Col
P.O. Box 1787
Milwaukee, WI 53201

USB Corporation
(401K Plan)

55 Old Bedford Road
Lincoln, MA 01773

Leon Okurowski

55 Old Bedford Road
Lincoln, MA 01773

NAME AND ADDRESS

Joseph E. Kasputys
1000 Winter Street, Suite 4310
Waltham, MA 02451

NAME AND ADDRESS

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

USB Corporation
(401K Plan)

55 Old Bedford Road
Lincoln, MA 01773

Leon Okurowski
55 Old Bedford Road
Lincoln, MA 01773
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22.54

15.37

11.82

10.37

7.91

5.73

% OF OUTSTANDING ORDINARY SHARES

12.24

% OF OUTSTANDING INSTITUTIONAL SHARES

4457

27.41

11.52



PANAGORA
DYNAMIC
EMERGING
MARKETS FUND

PEAR TREE
PANAGORA
DYNAMIC
EMERGING
MARKETS FUND

PEAR TREE
POLARIS FOREIGN

VALUE FUND

PEAR TREE
POLARIS FOREIGN

VALUE FUND

NAME AND ADDRESS

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

Charles Schwab and Company, Inc.
Attention Mutual Fund Department
101 Montgomery Street

San Francisco, CA 94104

Joseph E. Kasputys
1000 Winter Street, Suite 4310
Waltham, MA 02451

NAME AND ADDRESS

New York Life
169 Lackawanna Avenue
Parsippany, NJ 07054

USB Corporation

(PSRP — Willard Umphrey, Trustee)
55 Old Bedford Road

Lincoln, MA 01773

NAME AND ADDRESS

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

Charles Schwab and Company, Inc.
Attention Mutual Fund Department
101 Montgomery Street

San Francisco, CA 94104

NAME AND ADDRESS

Christian Church Foundation
Joint Investment Trusts

130 E. Washington Street
Indianapolis, IN 46206
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% OF OUTSTANDING ORDINARY SHARES

20.57

16.19

8.62

% OF OUTSTANDING INSTITUTIONAL SHARES

21.68

5.23

% OF OUTSTANDING ORDINARY SHARES

62.01

5.67

% OF OUTSTANDING INSTITUTIONAL SHARES

19.23



PEAR TREE
POLARIS FOREIGN
VALUE SMALL CAP
EFUND

PEAR TREE
POLARIS FOREIGN
VALUE SMALL CAP

EFUND

Wells Fargo Bank NA FBO
P.O. Box 1533
Minneapolis, MN 55480

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

T. Rowe Price Retirement Plan Svcs
FBO Retirement Plan Services
4515 Painters Mill Road

Owings Mills, MD 21117

NAME AND ADDRESS

Joseph E. Kasputys
1000 Winter Street, Suite 4310
Waltham, MA 02451

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

NAME AND ADDRESS

SEI Private Trust Company
c/o Silverbridge

One Freedom Valley Drive
Oaks, PA 19456

Willard Umphrey
55 Old Bedford Road
Lincoln, MA 01773

Leon Okurowski
55 Old Bedford Road
Lincoln, MA 01773

National Financial Services Corp

For exclusive benefit of our customers
200 Liberty Street

New York, NY 10281

13.49

12.87

5.09

% OF OUTSTANDING ORDINARY SHARES

17.93

5.17

% OF OUTSTANDING INSTITUTIONAL SHARES

41.26

14.90

14.10

7.52

* This table does not contain any information relating to Pear Tree Columbia Micro Cap Fund, which was
terminated and liquidated as of December 19, 2012.
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THE MANAGER AND THE SUB-ADVISERS
The Manager

The Manager is an affiliate of U.S. Boston Capital Corporation, the Pear Tree Funds’ Distributor, which
is a wholly owned subsidiary of U.S. Boston Corporation. Willard L. Umphrey, CFA, President and
Trustee of the Trust, Leon Okurowski, Treasurer of the Trust, individually and jointly with their spouses,
together own 100 percent of the Manager’s outstanding voting securities. Messrs. Umphrey and
Okurowski also are affiliates of U.S. Boston Capital Corporation.

The Management Contract

Under the terms of the management agreement (the “Management Contract”), the Manager may, subject
to the approval of the Trustees, manage a Pear Tree Fund itself or select a sub-adviser to manage the
Fund. In the latter case, the Manager monitors the Sub-Advisers’ investment program and results, reviews
brokerage matters, oversees compliance by the Pear Tree Funds with various federal and state statutes and
the Pear Tree Funds’ own investment objectives, policies, and restrictions and carries out the directives of
the Trustees. In each case, the Manager also provides the Pear Tree Funds with office space, office
equipment, and personnel necessary to operate and administer the Pear Tree Funds’ business, and
provides general management and administrative services to the Pear Tree Funds, including overall
supervisory responsibility for the management and investment of the Pear Tree Funds’ securities
portfolios and for the provision of services by third parties such as the Pear Tree Funds’ custodian.

The Management Contract continues in force from year to year, but only so long as its continuance is
approved at least annually by (i) vote, cast in person at a meeting called for the purpose, of a majority of
those Trustees who are not “interested persons” (as defined in the 1940 Act) of the Manager or the Pear
Tree Funds, and by (ii) either the majority vote of all the Trustees or the vote of a majority of the
outstanding voting securities of each Pear Tree Fund. The Management Contract automatically terminates
on assignment, and is terminable on 60 days’ written notice by either party.

In addition to the management fee, the Pear Tree Funds pay all expenses not assumed by the Manager,
including, without limitation, fees and expenses of the Trustees, interest charges, taxes, brokerage
commissions, expenses of issue or redemption of shares, fees and expenses of registering and qualifying
the Trust and shares of the respective the Pear Tree Funds for distribution under federal and state laws and
regulations, charges of custodians, auditing and legal expenses, expenses of determining net asset value of
the Pear Tree Funds’ shares, reports to shareholders, expenses of meetings of shareholders, expenses of
printing and mailing Prospectuses and proxies to existing shareholders, and their proportionate share of
insurance premiums and professional association dues or assessments.

Pear Tree Fund expenses generally are allocated among and charged to the assets of the respective the
Pear Tree Funds, and then further allocated between the class thereof in accordance with the Pear Tree
Funds’ Multi-class Plan pursuant to Rule 18f-3 under the 1940 Act (the “18f-3 Plan™). Allocations for
most expenses (other than those expenses that may be specifically allocated to a specific Pear Tree Fund
and class) are based on the relative net assets of each Pear Tree Fund and Class. In addition, the Board
approves fee waivers and expense reimbursements for certain costs associated with providing regulatory
and compliance services to the Pear Tree Funds. For the twelve months ended March 31, 2012, the
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Trustees have approved reimbursements that amounted to $189,252. The Pear Tree Funds are also
responsible for such non-recurring expenses as may arise, including litigation in which the Pear Tree
Funds may be a party, and other expenses as determined by the Trustees. The Pear Tree Funds may have
an obligation to indemnify their officers and Trustees with respect to such litigation.

The Pear Tree Funds and the Manager have received an exemptive order from the SEC that permits the
Manager, subject to certain conditions, to enter into or amend an agreement with a Sub-Adviser (an
“Advisory Contract™) without obtaining shareholder approval. With Trustee approval, the Manager may
employ a new Sub-Adviser for a Pear Tree Fund, change the terms of the Advisory Contracts, or enter
into new Advisory Contracts with an unaffiliated Sub-Adviser. The Manager retains ultimate
responsibility to oversee the Sub-Advisers and to recommend their hiring, termination, and replacement.
Shareholders of a Pear Tree Fund continue to have the right to terminate the Advisory Contract applicable
to that Pear Tree Fund at any time by a vote of the majority of the outstanding voting securities of the
Pear Tree Fund. Shareholders will be notified of any Sub-Adviser changes or other material amendments
to an Advisory Contract that occurs under these arrangements.

As compensation for services rendered, each Pear Tree Fund pays the Manager a monthly management
fee at the annual rate of: 1.00 percent of the average daily net assets.

The Manager received fees for services rendered for the three most recently ended fiscal years as follows:

Fiscal Years Ended March 31,
Fund Name ! 2010 2011 2012
Pear Tree Columbia Small Cap Fund $881,422 $1,076,125 $1,038,222
Pear Tree Quality Fund $515,394 $502,490* $664,924*
Pear Tree PanAgora Dynamic Emerging $2,530,891 $2,180,211 $1,622,541
Markets Fund
Pear Tree Polaris Foreign Value Fund $3,926,670 $4,116,999 $4,229,947
Pear Tree Polaris Foreign Value Small Cap | $759,908 $1,029,883 $923,407
Fund

* Includes waiver by the manager of its management fee in the amount of $16,257 for 2011 and $117,339
for 2012.

! Pear Tree Columbia Micro Cap Fund was terminated and liquidated as of December 19, 2012, Prior to
Micro Cap Fund's termination, as compensation for services rendered, the Fund paid the Manager a
monthly fee at the annual rate of 0.47% of the average daily net assets of the Fund. The amount of
$13,792 was paid for services rendered to the Micro Cap Fund during the period from April 1 through
December 19, 2012.

A discussion regarding the basis for the Board’s approval of the Management Contract and each Advisory
Contract relating to a Pear Tree Fund will be included in the Pear Tree Fund's Semi-Annual report to
shareholders for the period ended September 30, 2012. You can request the Pear Tree Fund’s most recent
annual and semi-annual reports free of charge, by contacting your plan sponsor, broker-dealer, or
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financial intermediary, or by contacting a Pear Tree Fund representative at 1-800-326-2151. The reports
are also available, free of charge, on www.peartreefunds.com.

Fee Waivers/Expense Limitations.
Pear Tree Columbia Small Cap Fund

The Manager is contractually obligated to assume expenses of Pear Tree Columbia Small Cap Fund, if
necessary, in order to reduce its total expenses to no more than 2.00 percent of average daily net assets for
any fiscal year. This agreement limits expenses at the fund level and not at the individual share class
level. Accordingly, the fees of any individual class may be higher than the expense limitation because the
expense limit calculation adds the expenses of the different classes together and then divides that number
by the total average net assets of the Pear Tree Fund. Expenses eligible for reimbursement under all
applicable expense limitations do not include interest, taxes, brokerage commissions or extraordinary
expenses. As a result, and as indicated above, total expenses may be higher than the expense limitation
applicable for the Pear Tree Fund. No such reductions in compensation were necessary for the fiscal year
ended March 31, 2012.

Pear Tree Quality Fund

The Manager has agreed until July 31, 2013 to waive 0.15 percent of its management fee if Pear Tree
Quality Fund’s average daily net assets are up to $100 million and 0.25 percent of its management fee if
Pear Tree Quality Fund’s average daily net assets are $100 million or more. The Manager also has agreed
until July 31, 2013 to waive or reimburse Pear Tree Quality Fund expenses relating to Institutional Shares
such that the total annual fund operating expenses relating to Institutional Shares is not greater than 1.00
percent. The Board has the right to terminate either or both arrangements relating to Pear Tree Quality
Fund in its discretion.

For the fiscal year ended March 31, 2012 the Manager waived its management fee and reimbursed Pear
Tree Quality Fund for its expenses in the aggregate amount of $120,583.

The Sub-Advisers
Pear Tree Columbia Small Cap Fund and Pear Tree Quality Fund

Columbia Partners, L.L.C., Investment Management, (“Columbia™) 5425 Wisconsin Avenue, Suite 700,
Chevy Chase, Maryland 20815 serves as the Sub-Adviser to each of Pear Tree Columbia Small Cap Fund
and Pear Tree Quality Fund. As of June 30, 2012, Columbia had approximately $2.9 billion in assets
under management for individual, pension plan and endowment accounts and other institutional accounts.
Until January 27, 2011, Analytic Investors, LLC (*Analytic”), 555 West Fifth Street, 50" Floor, Los
Angeles, California 90013, served as Sub-Adviser to Pear Tree Quality Fund.

Pear Tree PanAgora Dynamic Emerging Markets Fund

PanAgora Asset Management, Inc. (“PanAgora”), 470 Atlantic Avenue, 8" Floor, Boston, Massachusetts
02110 serves as Sub-Adviser to Pear Tree PanAgora Dynamic Emerging Markets Fund. As of June 30,
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2012, PanAgora had approximately $24.5 billion in assets under management in portfolios of institutional
pension and endowment funds, among others. Putnam Investments LLC, an investment Sub-Adviser
which is a wholly owned subsidiary of Great West Lifeco, Inc., is a majority owner and thus a control
person of PanAgora.

Pear Tree Polaris Foreign Value Fund and Pear Tree Polaris Foreign Value Small Cap Fund

Polaris Capital Management, LLC. (“Polaris”), 125 Summer Street, Boston, Massachusetts 02110 serves
as Sub-Adviser to Pear Tree Polaris Foreign Value Fund and Foreign Value Small Cap Fund. As of June
30, 2012, Polaris had $4.3 billion under management for institutional clients and wealthy individuals.
Bernard R. Horn, Jr. is the majority owner and is thus a control person of Polaris.

Advisory Contracts

The Manager has an Advisory Contract relating to a Pear Tree Fund with the Sub-Adviser to that Fund.
The terms of each Advisory Contract generally are the same. Pursuant to each Advisory Contract, the
Sub-Adviser to the Pear Tree Fund furnishes an investment program for the Fund (except in the case of
Pear Tree Quality Fund, in which the Manager selects the target portfolio), makes investment decisions
on behalf of the Pear Tree Fund, places all orders for the purchase and sale of portfolio investments for
the Pear Tree Fund’s account with brokers or dealers selected by such Sub-Adviser and may perform
certain limited, related administrative functions in connection therewith.

The Advisory Contract provides that it will continue in force for two years from its date, and from year to
year thereafter, but only so long as its continuance is approved at least annually by (i) vote, cast in person
at a meeting called for the purpose, of a majority of those Trustees who are not “interested persons” (as
defined in the 1940 Act) of the Sub-Adviser, the Manager or the Pear Tree Funds, and by (ii) either the
majority vote of all of the Trustees or the vote of a majority of the outstanding voting securities of the
Pear Tree Fund. The Advisory Contract may be terminated without penalty by vote of the Trustees or the
shareholders of the Pear Tree Fund, or by the Manager on not less than 30 days’ written notice or more
than 60 days’ written notice or by the Sub-Adviser on not less than 30 days’ or more than 60 days’
written notice. The Advisory Contract may be amended without a vote of the shareholders of the Pear
Tree Fund. The Advisory Contract also terminates without payment of any penalty in the event of its
assignment and in the event that for any reason the Management Contract between the Trust and the
Manager terminates generally or terminates with respect to the Pear Tree Fund.

The Advisory Contract provides that the Sub-Adviser shall not be subject to any liability to the Pear Tree
Funds or to the Manager or to any shareholder of the Pear Tree Funds for any act or omission in the
course of or connected with the rendering of services thereunder in the absence of willful misfeasance,
bad faith, gross negligence or reckless disregard of its duties on the part of the Sub-Adviser.

For services rendered, the Manager pays to the Sub-Adviser of the Pear Tree Fund a fee based on a
percentage of the average daily total net assets of the Pear Tree Fund. The fee for each Pear Tree Fund is
determined separately. Currently, the fees paid by the Manager to the Sub-Advisers are as follows:
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Advisory Fee Rates

Pear Tree Columbia Small Cap Fund

0.47% of average daily total net assets

Pear Tree Quality Fund*

0.10% of the first $100 million,
0.08% of the next $150 million, and

0.06% of amounts in excess of $250 million, with a
$100,000 annual minimum.

Pear Tree
Markets Fund

PanAgora Dynamic Emerging

0.47% of the first $300 million of average daily net
assets, and

0.50% of amounts in excess of $300 million of
average daily net assets

Pear Tree Polaris Foreign Value Fund

0.35% of the first $35 million,

0.40% of amounts in excess of $35 million but
less than $200 million and

0.50% of assets in excess of $200 million of
average daily total net assets

Pear Tree Polaris Foreign Value Small Cap
Fund

0.35% of the first $35 million and

0.40% of amounts in excess of $35 million but less
than $200 million and

0.50% of amounts in excess of $200 million.

* Prior to January 27, 2011, this Fund was managed by Analytic, who was paid a fee based at the rates of
(@) from January 1, 2009 through December 31, 2009 the fee paid is 0.425 percent of the first $100
million and 0.40 percent of amounts in excess of $100 million, and (b) after December 31, 2009, 0.45
percent of the first $100 million and 0.40 percent of amounts in excess of $100 million.

For services rendered for the three most recently ended fiscal years, the applicable Sub-Adviser received

fees of, as follows:

Fiscal Years Ended March 31,
Sub-Adviser 2010 2011 2012
Pear Tree Columbia $414,269 $505,779 $487,964
Columbia Small
Cap Fund
Pear Tree Quality | Columbia* $219,042 $204,922* $100,000**
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Fund

Pear Tree
PanAgora
Dynamic
Emerging
Markets Fund

PanAgora

$1,012,356

$872,084

$667,628

Pear Tree Polaris

Foreign Value
Fund

Polaris

$1,760,930

$1,841,000

$1,897,473

Pear Tree Polaris

Foreign Value
Small Cap Fund

Polaris

$286,994

$394,076

$351,863

* Prior to January 27, 2011, this Fund was managed by Analytic.

Analytic received $187,654 and Columbia received $17,268.

** Represents the minimum annual fee for the Pear Tree Quality Fund.

Portfolio Managers

In the year ended March 31, 2011,

The portfolio managers for the Pear Tree Fund are listed below. In some instances a portfolio manager
manages other investment companies and/or investment accounts in addition to the Pear Tree Fund for
which he or she serves as portfolio manager. The following table show, as of March 31, 2012, the number
of accounts each portfolio manager managed in each of the listed categories and the total assets in the
accounts managed within each category. The table also shows the number of accounts with respect to
which the advisory fee is based on the performance of the account, if any, and the total assets in those

accounts.

Pear Tree Columbia Small Cap Fund — Columbia (as of March 31, 2012)

Portfolio Category Number of All Total Assets of Number of Total Assets of
Manager: Accounts All Accounts Accounts Paying a Accounts Paying a
Performance Fee Performance Fee

Robert A. von Registered Investment | 3 $201.1 million 0 0
Pentz Companies

Other Pooled 0 0 0 0

Investment Vehicles

Other Accounts 146 $1,556.4 million 1 $21.0
Rhys Williams

Registered Investment | 1 $102.1 million

Companies

Other Pooled 1 $160.9 million 0 0

Investment Vehicles

Other Accounts 68 $952.3 million 2 $99.2 million

*For registered investment companies, assets represent net assets of all open-end investment companies and gross assets of all
closed-end investment companies.
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Pear Tree Quality Fund — Columbia (as of March 31, 2012)

Portfolio Category Number of All Total Assets of All | Number of Total Assets of
Manager: Accounts Accounts* Accounts Paying a Accounts Paying a
Performance Fee Performance Fee

Robert A. von Registered 3 $201.1 million 0 0
Pentz Investment

Companies

Other Pooled 0 0 0 0

Investment Vehicles

Other Accounts 146 $1,556.4 million 1 $21.0 million

* For registered investment companies, assets represent net assets of all open-end investment companies and gross assets of all
closed-end investment companies.

Pear Tree PanAgora Dynamic Emerging Markets Fund — PanAgora (as of March 31, 2012)

Portfolio Category Number of All Total Assets of All Number of Total Assets of
Manager: Accounts Accounts* Accounts Paying a Accounts Paying a
Performance Fee Performance Fee

Joel G. Feinberg Registered 5 $1.199 billion 0 0

Investment

Companies

Other Pooled 53 $9.87 hillion 4 $401.5 million

Investment

Vehicles

Other Accounts 46 $8.35 billion 9 $2.26 billion
Dmitri Kantsyrev,
Ph.D., CFA Registered 4 $549.6 million 0 0

Investment

Companies

Other Pooled 31 $5.68 billion 4 $401.5 million

Investment

Vehicles

Other Accounts 29 $6.53 billion 6 $1.36 billion
George Mussalli,
CFA Registered 5 $1.199 billion 0 0

Investment

Companies

Other Pooled 53 $9.87 billion 4 $401.5 million

Investment

Vehicles

Other Accounts 46 $8.35 billion 9 $2.26 billion
Sanjoy Ghosh,
Ph.D. Registered 5 $1.199 billion 0 0

Investment

Companies

Other Pooled 53 $9.87 billion 4 $401.5 million

Investment

Vehicles

Other Accounts 46 $8.35 billion 9 $2.26 billion

* For registered investment companies, assets represent net assets of all open-end investment companies and gross

assets of all closed-end investment companies.
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Pear Tree Polaris Foreign Value Fund - Polaris (as of March 31, 2012)

Portfolio Category Number of All Total Assets of Number of Accounts | Total Assets of
Manager: Accounts All Accounts* Paying a Accounts Paying
Performance Fee a Performance
Fee
Bernard R. Horn, Registered 5 $1.1 billion 0 0
Jr. Investment
Companies
Other Pooled 10 $2.8 billion 0 0
Investment
Vehicles
Other Accounts 12 $442.8 million 0 0
Sumanta Biswas, Registered 5 $1.1 billion 0 0
CFA Investment
Companies
Other Pooled 10 $2.8 billion 0 0
Investment
Vehicles
Other Accounts 12 $442.8 million 0 0
Bin Xiao, CFA Registered 5 $1.1 billion 0 0
Investment
Companies
Other Pooled 10 $2.8 billion 0 0
Investment
Vehicles
Other Accounts 12 $442.8 million 0 0

Pear Tree Polaris Foreign Value Small Cap Fund - Polaris (as of March 31, 2012)

Portfolio Manager: Category Number of All Total Assets of Number of Total Assets of
Accounts All Accounts* Accounts Payinga | Accounts Paying
Performance Fee a Performance
Fee
Bernard R. Horn, Jr. Registered Registered Investment | 5 $1.1 billion 0
Investment Companies
Companies
Other Pooled Other Pooled 10 $2.8 billion 0
Investment Investment Vehicles
Vehicles
Other Accounts | Other Accounts 12 $442.8 million 0
Sumanta Biswas, CFA | Registered Registered Investment | 5 $1.1 billion 0
Investment Companies
Companies
Other Pooled Other Pooled 10 $2.8 billion 0
Investment Investment Vehicles
Vehicles
Other Accounts | Other Accounts 12 $442.8 million 0
Bin Xiao, CFA Registered Registered Investment | 5 $1.1 billion 0
Investment Companies
Companies
Other Pooled Other Pooled 10 $2.8 billion 0
Investment Investment Vehicles
Vehicles
Other Accounts | Other Accounts 12 $442.8 million 0
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* For registered investment companies, assets represent net assets of all open-end investment companies and gross assets of

all closed-end investment companies excluding the Pear Tree Funds.

The following table shows the dollar range of shares of a Fund that were beneficially owned by each portfolio manager as of the

Pear Tree Fund’s most recent fiscal year most recently ended.

Pear Tree Fund
(Portfolio
Manager)

Dollar Range of Equity Securities Owned

Pear Tree
Columbia Small
Cap Fund
(Columbia)

$0 - $10,000

$10,001 -
$50,000

$50,001 -
$100,000

$100,001 -
$500,000

$100,001 -
$500,000

Over $500,000

Robert A. von
Pentz

Rhys Williams

Pear Tree Quality
Fund (Columbia)

$0 - $10,000

$10,001 -
$50,000

$50,001 -
$100,000

$100,001 -
$500,000

$100,001 -
$500,000

Over $500,000

Robert A. von
Pentz

X

Pear Tree
PanAgora
Dynamic
Emerging
Markets Fund
(PanAgora)

$0 - $10,000

$10,001 -
$50,000

$50,001 -
$100,000

$100,001 -
$500,000

$100,001 -
$500,000

Over $500,000

Joel G. Feinberg

Dmitri Kantsyrev,
Ph.D., CFA

Ronald Hua, CFA

Sanjoy Ghosh,
Ph.D.

X[X| XX

Pear Tree Polaris
Foreign Value
Fund (Polaris)

$0 - $10,000

$10,001 -
$50,000

$50,001 -
$100,000

$100,001 -
$500,000

$100,001 -
$500,000

Over $500,000

Bernard R. Horn,
Jr.

X

Sumanta Biswas,
CFA

X

Bin Xiao

X

Pear Tree Polaris
Foreign Value
Small Cap Fund
(Polaris)

$0 - $10,000

$10,001 -
$50,000

$50,001 -
$100,000

$100,001 -
$500,000

$100,001 -
$500,000

Over $500,000

Bernard R. Horn,
Jr.

Sumanta Biswas,
CFA

Bin Xiao

Conflicts of Interests

It is possible that conflicts of interest may arise in connection with a portfolio managers’ management of
the Pear Tree Fund’s investments on the one hand and the investments of other accounts for which the
portfolio manager is responsible on the other. For example, a portfolio manager may have conflicts of
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interest in allocating management time, resources and investment opportunities among the Pear Tree Fund
and other accounts he or she advises. In addition, due to differences in the investment strategies or
restrictions between the Pear Tree Fund and the other accounts, a portfolio manager may take action with
respect to another account that differs from the action taken with respect to the Pear Tree Fund. In some
cases, another account managed by a portfolio manager may compensate the investment sub-adviser
based on the performance of the securities held by that account. The existence of such a performance
based fee may create additional conflicts of interest for the portfolio manager in the allocation of
management time, resources and investment opportunities. Whenever conflicts of interest arise, the
portfolio manager will endeavor to exercise his or her discretion in a manner that he or she believes is
equitable to all interested persons.

Sub-Adviser Compensation Structure and Method Used to Determine Compensation
Columbia

The portfolio managers are compensated with a base salary, bonus, and dividends from their ownership of
Columbia. The base salary is fixed. The bonus is based on a formula which takes into account the
revenues generated by each product category (based upon a fixed percentage of any applicable
management fees received) and by the relative performance vs. comparable peer group managers. The
universe of managers against which we measure our portfolio managers’ performance is the PSN Small
Cap manager universe which we analyze using SPAR, a research tool made available to us through
FactSet. The universe tracks the performance of institutional managers managing portfolios of a similar
investment style and allows us to determine how our managers’ performance compares to other managers
with similar styles. Our managers are incented to perform well over time and the weightings for
performance — both against the benchmark and the peer group — are measured on the average of rolling 12
month and 36 month periods to ensure that short term results do not drive compensation. Mr. Williams
manages certain hedged assets, including the Victor Equity Fund, all of which are eligible for
performance fees as well as management fees, from which he receives a fixed percentage of any fees paid
to Columbia. In addition, both receive income distributions based on a fixed formula of the profitability
of Columbia in proportion to their ownership. Overall compensation is structured to reward employees for
their individual and company accomplishments based on investment performance, effectiveness, and
client satisfaction.

PanAgora

Portfolio managers at PanAgora for Pear Tree PanAgora Dynamic Emerging Markets Fund receive a
fixed base salary and a discretionary bonus. Discretionary bonuses are based on total firm performance as
well as individual employee objectives which may include investment performance as measured against
the performance of the S&P 500 Index, the Russell 2000 Index, the MSCI EM Index and the MSCI EAFE
and each portfolio manager’s role in raising or retaining assets. PanAgora may consider sharing a portion
of a performance fee, if applicable received with the management team.

Polaris
All cash flow earned by the firm is distributed to personnel annually in the form of a salary, bonus,

retirement plan contribution or equity compensation. Cash flow of the firm is a direct function of the
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amount of assets under management. At the senior level, bonus ranges from 0% to unlimited upside since
base salary is kept at a minimum. The typical bonus range is more than 75% of base. At the junior level
the bonus currently represents 0 — 50% of base. Overall compensation is based on annual firm profits
which are a function of assets under management, and therefore, performance. There is no formal split
between specific performance targets and subjective criteria.

DISTRIBUTOR AND DISTRIBUTION PLAN
Distributor.

U.S. Boston Capital Corporation, 55 Old Bedford Road, Suite 202, Lincoln, MA 01773 (“Distributor™), a
Massachusetts corporation organized April 23, 1970, is a broker-dealer registered under the Securities
Exchange Act of 1934, as amended (the “1934 Act”) and a member of the Financial Industry Regulatory
Authority (“EINRA”). The Distributor is an affiliate of the Manager by virtue of being under common
ownership with the Manager. The Distributor acts as the principal distributor of the Pear Tree Funds’
shares pursuant to a written agreement (“Distribution Agreement”). Under the Distribution Agreement,
the Distributor is not obligated to sell any specific amount of shares of the Pear Tree Funds and will
purchase shares for resale only against orders for shares. The Distribution Agreement requires the
Distributor to use its best efforts to secure purchasers for shares of the Pear Tree Funds.

Distribution Plan.

Each Pear Tree Fund has adopted a distribution plan (the “12b-1 Plan™) on behalf of its Ordinary Shares
pursuant to Rule 12b-1 under the 1940 Act to pay for the marketing and distribution of the Pear Tree
Fund’s Ordinary Shares including all expenses of preparing, printing and distributing advertising and
sales literature and for services provided to shareholders of the Pear Tree Fund’s Ordinary shares. The fee
is not directly tied to the Distributor’s expenses. If expenses exceed the Distributor’s fees, the Pear Tree
Fund is not required to reimburse the Distributor for excess expenses; if the Distributor’s fees exceed the
expenses of distribution, the Distributor may realize a profit.

Each Pear Tree Fund pays the Distributor a monthly fee at the annual rate of 0.25 percent of the average
daily net asset value of the Pear Tree Fund’s Ordinary Shares held in shareholder accounts opened during
the period the 12b-1 Plan is in effect, as determined at the close of each business day during the month.

For the fiscal year ended March 31, 2012, the Pear Tree Funds paid to the Distributor fees pursuant to the
12b-1 Plan as follows:

Ordinary Shares

Pear Tree Columbia Small Cap Fund

$243,150

Pear Tree Quality Fund

$192,325
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Pear Tree PanAgora Dynamic Emerging Markets Fund

$375,956
Pear Tree Polaris Foreign Value Fund

$841,476
Pear Tree Polaris Foreign Value Small Cap Fund

$177,408

* Pear Tree Columbia Micro Cap Fund was terminated as of December 19, 2012. The amount for
services rendered to the Micro Cap Fund was $2,498 during the period from April 1 through December
19, 2012.

Rule 12b-1 provides that any payments made by an investment company to a distributor must be made
pursuant to a written plan describing all material aspects of the proposed financing of distributions and
that all agreements with any person relating to implementation of the 12b-1 Plan must be in writing.
Continuance of the 12b-1 Plan and the Distribution Agreement is subject to annual approval by a vote of
the Trustees, including a majority of the Trustees who are not “interested persons” of the Pear Tree Funds
and have no direct or indirect financial interest in the operation of the plan or related agreements
(“Qualified Trustees™), cast in person at a meeting called for the purpose. The 12b-1 Plan may be
terminated as to a Pear Tree Fund by the vote of a majority of the Qualified Trustees, or by the vote of a
majority of the outstanding voting securities of the Pear Tree Fund. All material amendments to the 12b-1
Plan as they relate to a Pear Tree Fund must be approved by the Qualified Trustees and any amendment to
increase materially the amount to be spent pursuant to the 12b-1 Plan must be approved by the vote of a
majority of the outstanding voting securities of the Pear Tree Fund. The Trustees review quarterly a
written report of the amounts so expended and the purposes for which such expenditures were made. The
12b-1 Plans also terminate automatically upon assignment.

Marketing and Intermediary Support Payments/Revenue Sharing Arrangements

In addition to payments made by the Pear Tree Funds to the Distributor under the 12b-1 Plan, to support
distribution and servicing efforts, the Manager may make payments to certain intermediaries or their
affiliates (including the Pear Tree Funds’ Distributor) out of its own assets (and not the Pear Tree Funds’
assets).

In this regard, the Manager currently pays the Distributor a monthly fee at the annual rate of up to (a) 0.30
percent of the average net asset value of Institutional Shares of the Pear Tree Funds held by shareholder
accounts for which certain employee sales agents of the Distributor are named as broker-of-record, and
(b) 0.25 percent of the average net asset value of Ordinary Shares of the Pear Tree Funds held by
shareholder accounts for which certain employee sales agents of the Distributor are named as broker-of-
record. In addition, the Manager may pay, as needed, additional amounts to support distribution and
servicing efforts.

The Manager also maintains the discretion to pay fees out of its own assets to unaffiliated brokers in
excess of the amount paid out to such brokers by the Distributor pursuant to the 12b-1 Plan as a condition
of such unaffiliated brokers agreeing to sell shares of the Pear Tree Funds. In this regard, the Manager has
established arrangements for the Pear Tree Funds to be included on platforms or “supermarkets”
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sponsored by a number of unaffiliated brokers. Participation in these systems generally involves fixed set-
up fees and ongoing fees based upon the higher of either a percentage of assets (up to 0.40 percent under
certain current arrangements) in the subject Pear Tree Fund(s) maintained through the platform or a flat
fee. Such fees are first paid out of fees received by the Distributor pursuant to the 12b-1 Plan, to the
extent applicable to a class of the Pear Tree Funds, and any remainder is paid by the Manager out of its
own assets (and not the Pear Tree Funds’ assets).

The Manager and the Distributor (“Pear Tree Affiliates™) make these payments from their own resources
(and not out of the assets of the Pear Tree Funds), which include resources that derive from compensation
for providing services to the Pear Tree Funds. Such additional payments are not reflected in and do not
change the expenses paid by investors for the purchase of a share of the Pear Tree Funds as set forth in
the “Fees and Expenses” table in the Prospectus. These additional payments are described below. The
Pear Tree Funds, the Manager and the Sub-Advisers do not consider an intermediary’s sales of Pear Tree
Fund shares as a factor when choosing brokers or dealers to effect portfolio transactions for the Pear Tree
Funds.

A financial intermediary’s receipt of additional compensation may create conflicts of interest between the
financial intermediary and its clients. Each type of payment discussed below may provide your financial
intermediary with an economic incentive to actively promote the Pear Tree Funds over other mutual funds
or cooperate with the Distributor’s promotional efforts. The receipt of additional compensation for Pear
Tree Affiliates may be an important consideration in a financial intermediary’s willingness to support the
sale of Pear Tree Fund shares through the financial intermediary’s distribution system. Pear Tree
Affiliates are motivated to make the payments described above since they promote the sale of Fund shares
and the retention of those investments by clients of financial intermediaries. In certain cases these
payments could be significant to the financial intermediary. The financial intermediary may charge
additional fees or commissions other than those disclosed in the Prospectus. Financial intermediaries may
categorize and disclose these arrangements differently than Pear Tree Affiliates do. To the extent
financial intermediaries sell more shares of the Pear Tree Funds or retain shares of the Pear Tree Funds in
their clients’ accounts, Pear Tree Affiliates benefit from the incremental management and other fees paid
to Pear Tree Affiliates by the Pear Tree Funds with respect to those assets.

Administrative and Processing Support Payments. Pear Tree Affiliates also may make payments to
certain financial intermediaries that sell Pear Tree Fund shares for certain administrative services,
including record keeping and sub-accounting shareholder accounts, to the extent that the Pear Tree Funds
do not pay for these costs directly. Pear Tree Affiliates also may make payments to certain financial
intermediaries that sell Fund shares in connection with client account maintenance support, statement
preparation and transaction processing. The types of payments that Pear Tree Affiliates may make under
this category include, among others, payment of ticket charges per purchase or exchange order placed by
a financial intermediary, payment of networking fees in connection with certain mutual fund trading
systems, or one-time payments for ancillary services such as setting up funds on a financial
intermediary’s mutual fund trading system.

The same financial intermediary may receive payments under more than one arrangement described
herein. Many financial intermediaries that sell shares of the Pear Tree Fund receive one or more types of
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these payments. A Pear Tree Affiliate negotiates these arrangements individually with financial
intermediaries and the amount of payments and the specific arrangements may differ significantly.

As of July 29, 2012, the Manager anticipates that the following financial intermediaries or their affiliates
may receive revenue sharing payments as described in the Prospectus and this SAL:

Ascensus/Frontier Trust/RJ Robb Variable Corp
Benefit Plan Adm/Hand Securities

Charles Schwab & Co., Inc.

CPI (Qualified Plan Consulting, Inc.)

Fidelity Institutional Operations Co.

JP Morgan Retirement Services

MSCS/MG Trust

Merrill Lynch

Mid Atlantic

Morgan Stanley Smith Barney

National Financial Services LLC

NY Life

Pershing LLC

Raymond James Assoc.

Reliance Trust Company

T Rowe Price

TD Ameritrade

TD Ameritrade Trust Company

The Retirement Plan Company /GoldK

Trust Company of America/TC Advisors Network
UBS Financial Services

Vanguard Brokerage Services

Wilmington Trust Company

Wilmington Trust Retirement Institutional Services

Please contact your financial intermediary for details about any payments it receives from Pear Tree
Affiliates or the Pear Tree Funds, as well as about fees and/or commissions it charges.

OTHER SERVICE PROVIDERS TO THE PEAR TREE FUNDS
Custodian

State Street Bank & Trust Company (the “Custodian”) is the custodian of the Pear Tree Funds’ securities
and cash. The Custodian’s responsibilities include safekeeping and controlling the Pear Tree Funds’ cash
and securities, handling the receipt and delivery of securities, determining income and collecting interest
and dividends on the Pear Tree Funds’ investments, maintaining books of original entry for portfolio and
fund accounting and other required books and accounts, and calculating the daily net asset value of each
class of shares of each Pear Tree Fund. The Custodian does not determine the investment policies of any
Pear Tree Fund or decide which securities a Pear Tree Fund will buy or sell. The Pear Tree Funds may,
however, invest in securities of the Custodian and may deal with the Custodian as principal in securities
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transactions. Custodial services are performed at the Custodian’s office at State Street Financial Center,
One Lincoln Street, Boston, Massachusetts 02111.

Administrator

Pear Tree Advisors, Inc. (“Administrator”) provides certain administrative services to the Pear Tree Fund
under an Administration Agreement. For the year ended March 31, 2012, the Administrator has received
fees in the amount of $318,477.

Transfer Agent

Quantitative Institutional Services (“Transfer Agent”), a division of the Manager, is the transfer agent and
dividend disbursing agent for each Pear Tree Fund. Account balances and other shareholder inquiries can
be directed to the Transfer Agent at 800-326-2151. The Transfer Agent received a base fee of 0.16
percent of average total net asset value of each class of shares of each Pear Tree Fund. The Transfer
Agent is also reimbursed for out of pocket expenses and for other services approved by the Trustees.

All mutual fund transfer, dividend disbursing and shareholder services activities are performed at the
offices of the Transfer Agent, 55 Old Bedford Road, Suite 202, Lincoln, Massachusetts 01773. In certain
instances, other intermediaries may perform some or all of the transaction processing, recordkeeping or
shareholder services which would otherwise be provided by Transfer Agent. The Transfer Agent or its
affiliates may make payments, out of their own assets, to intermediaries, including those that sell shares
of each Pear Tree Fund, for transaction processing, recordkeeping or shareholder services (up to 0.25
percent under certain current arrangements).

For example, Pear Tree Fund shares may be owned by certain intermediaries for the benefit of their
customers. Because the Transfer Agent often does not maintain Pear Tree Fund accounts for shareholders
in those instances, some or all of the recordkeeping services for these accounts may be performed by
intermediaries. In addition, retirement plans may hold Fund shares in the name of the plan, rather than in
the name of the participant. Plan record keepers, who may have affiliated financial intermediaries who
sell shares of the Pear Tree Funds, may, at the discretion of a retirement plan’s named fiduciary or
administrator, be paid for providing services that would otherwise have been performed by the Transfer
Agent or an affiliate. Payments may also be made to plan trustees to defray plan expenses or otherwise for
the benefit of plan participants and beneficiaries. For certain types of tax-exempt plans, payments may be
made to a plan custodian or other entity which holds plan assets. Payments may also be made to offset
charges for certain services such as plan participant communications, provided by the Transfer Agent or
an affiliate or by an unaffiliated third party.

Further, subject to the approval of the Trustees, the Transfer Agent or the Pear Tree Funds may from time
to time appoint a sub-transfer agent for the receipt of purchase and sale orders and funds from certain
investors.
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Independent Registered Public Accounting Firm

Tait, Weller & Baker LLP, 1818 Market Street, Suite 2400, Philadelphia, PA 19103, is the independent
registered public accounting firm for each Pear Tree Fund. The independent registered public accounting
firm conducts an annual audit of the Pear Tree Funds’ financial statements, assists in the preparation of
federal and state income tax returns and consults with the Pear Tree Funds as to matters of accounting and
federal and state income taxation.

The Pear Tree Funds’ financial statements and financial highlights for the fiscal year ended March 31,
2012, and report of the independent registered public accounting firm in the Pear Tree Funds’ Annual
Report are incorporated herein by reference.

Counsel to the Independent Trustees and the Funds

Nutter McClennen & Fish LLP, Seaport West, 155 Seaport Boulevard, Boston, Massachusetts 02210,
serves as counsel to the Pear Tree Funds and the Independent Trustees.

PORTFOLIO TRANSACTIONS
Investment Decisions.

Investment decisions for each Pear Tree Fund are made by the Manager or the Sub-Adviser to such Fund
with a view to achieving their respective investment objectives. Investment decisions are the product of
many factors in addition to basic suitability for the particular client involved. Thus, a particular security
may be bought or sold for certain clients even though it could have been bought or sold for other clients at
the same time. Likewise, a particular security may be bought for one or more clients when one or more
other clients are selling the security. In some instances, one client may sell a particular security to another
client. It also happens that two or more clients simultaneously buy or sell the same security, in which
event each day’s transactions in such security are, insofar as possible, allocated between such clients in a
manner designed to be equitable to each, taking into account among other things the amount being
purchased or sold by each. There may be circumstances when purchases or sales of portfolio securities for
one or more clients will have an adverse effect on other clients.

Brokerage and Research Services.

Transactions on stock exchanges and other agency transactions involve the payment by a Pear Tree Fund
of negotiated brokerage commissions. Such commissions vary among different brokers. Also, a particular
broker may charge different commissions according to such factors as the difficulty and size of the
transaction. There is generally no stated commission in the case of securities traded in the over-the-
counter markets, but the price paid by a Pear Tree Fund usually includes an undisclosed dealer
commission or mark-up. In underwritten offerings, the price paid includes a disclosed, fixed commission
or discount retained by the underwriter or dealer.
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All orders for the purchase and sale of portfolio securities for each Pear Tree Fund are placed, and
securities for the Pear Tree Fund bought and sold, through a number of brokers and dealers. In so doing,
the Manager or Sub-Adviser for the Pear Tree Fund uses its best efforts to obtain for the Pear Tree Fund
the most favorable price and execution available, except to the extent that it may be permitted to pay
higher brokerage commissions as described below. In seeking the most favorable price and execution, the
Manager or Sub-Adviser, having in mind the Pear Tree Fund’s best interests, considers all factors it
deems relevant, including, by way of illustration, price, the size of the transaction, the nature of the
market for the security, the amount of commission, the timing of the transaction taking into account
market prices and trends, the reputation, experience and financial stability of the broker-dealer involved
and the quality of service rendered by the broker-dealer in other transactions.

It has for many years been common practice in the investment advisory business for sub-advisers of
investment companies and other institutional investors to receive research, statistical and quotation
services from broker-dealers which execute portfolio transactions for the clients of such sub-advisers.
Consistent with this practice, each Sub-Adviser and the Manager may receive research, statistical and
quotation services from certain broker-dealers with which the Manager or Sub-Adviser place a Pear Tree
Fund’s portfolio transactions. These services, which in some instances may also be purchased for cash,
include such matters as general economic and securities market reviews, industry and company reviews,
evaluations of securities and recommendations as to the purchase and sale of securities. Some of these
services are of value to a Sub-Adviser or the Manager in advising various of their clients (including the
Pear Tree Fund), although not all of these services are necessarily useful and of value in advising the Pear
Tree Fund. The fees paid to the Sub-Adviser by the Manager or paid to the Manager by the Pear Tree
Fund are not reduced because the Sub-Advisers or the Manager receive such services.

As permitted by Section 28(e) of the 1934 Act, and by each Advisory Contract, the Manager or Sub-
Advisers may cause the Pear Tree Fund to pay a broker-dealer which provides “brokerage and research
services” (as defined in that 1940 Act) to the Manager or Sub-Advisers an amount of disclosed
commission for effecting a securities transaction for the Pear Tree Funds in excess of the commission
which another broker-dealer would have charged for effecting that transaction. The Manager’s or Sub-
Advisers’ authority to cause a Pear Tree Fund to pay any such greater commissions is subject to such
written policies as the Trustees may adopt from time to time.

Consistent with the Conduct Rules of FINRA and with the requirements of Rule 12(b)-1(h)(1) of the 1940
Act, and, subject to seeking the most favorable price and execution available and such other policies as
the Trustees may determine, the Manager or Sub-Advisers may use broker-dealers who sell shares of the
Pear Tree Funds to execute portfolio transactions for the Pear Tree Funds.

Pursuant to conditions set forth in rules of the SEC, the Pear Tree Funds may purchase securities from an
underwriting syndicate of which U.S. Boston Capital Corporation is a member (but not from U. S. Boston
Capital Corporation itself). The conditions relate to the price and amount of the securities purchased, the
commission or spread paid, and the quality of the issuer. The rules further require that such purchases
take place in accordance with procedures adopted and reviewed periodically by the Trustees, particularly
those Trustees who are not “interested persons” of the Pear Tree Fund.

Brokerage commissions paid by the Pear Tree Funds on portfolio transactions for the three most recently
ended fiscal years as follows:
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Fiscal Year Ended March 31,
2010 2011 2012
Pear Tree Columbia Small Cap Fund $187,414 $269,725
$233,854
Pear Tree Quality Fund $132,712 $134,976
$76,728
Pear Tree PanAgora Dynamic Emerging $419,940 $217,832
Markets Fund
$85,826
Pear Tree Polaris Foreign Value Fund $224,753 $125,596
$149,519
Pear Tree Polaris Foreign Value Small Cap Fund $94,176 $242,767
$90,787

None of such commissions was paid to a broker who was an affiliated person of the Pear Tree Funds or an
affiliated person of such a person or, to the knowledge of the Pear Tree Funds, to a broker an affiliated
person of which was an affiliated person of the Pear Tree Funds, the Manager or any Sub-Adviser.

DISCLOSURE OF PORTFOLIO HOLDINGS

The Board has adopted, on behalf of the Pear Tree Funds, policies and procedures relating to disclosure of
the Pear Tree Funds’ portfolio securities. These policies and procedures are designed to protect the
confidentiality of each Pear Tree Fund’s portfolio holdings and to prevent the selective disclosure of such
information by providing a framework for disclosing information regarding portfolio holdings, portfolio
composition or other portfolio characteristics consistent with applicable regulations of the federal
securities laws and general principles of fiduciary duty relating to fund shareholders.

Confidential Dissemination to Outside Parties

e The Manager or a Sub-Adviser may disclose the Pear Tree Funds’ portfolio holdings information to
unaffiliated parties prior to the time such information has been disclosed to the public through a filing
with the SEC only if an Authorized Person (as defined below) determines that:

o0 there is a legitimate business purpose for the disclosure; and
o0 the recipient is subject to a confidentiality agreement or a duty not to trade on or disclose the
nonpublic information.

o A legitimate business purpose includes disseminating or providing access to portfolio information to:
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0 the Trust’s service providers (e.g., custodian, counsel, independent auditors) in order for the
service providers to fulfill their contractual duties to the Trust;

o0 anewly hired sub-adviser prior to the sub-adviser commencing its duties;

the sub-adviser of a Pear Tree Fund that will be the surviving Pear Tree Fund in a merger; and

o firms that provide pricing services, proxy voting services and research and trading services.

o

e The confidentiality agreement must contain the following provisions:

0 The Pear Tree Fund’s portfolio information is the confidential property of the Pear Tree Fund and
may not be used for any purpose except in connection with the provision of services to the Pear
Tree Fund;

0 The information may not be traded upon; and

0 The recipient agrees to limit access to the information to its employees and agents who shall be
subject to a duty to keep and treat such information as confidential.

Currently, arrangements are in place to make available portfolio holdings information to the following
Service Providers.

Name of Entity Type of Service Frequency Lag Time
State Street Bank & Trust Custodian, Pricing Daily None
Company Agent
Tait Weller & Baker LLP Audit As needed None
Nutter McClennen & Fish LLP Legal As needed None
Securities Finance Trust Company | Securities Lending Daily None
ISS Governance Proxy Voting Daily None
Proxy Edge Proxy Voting Daily None
Advent Portfolio Daily None
Reconciliation
Omgeo Tradesuite System Portfolio Daily None
Reconciliation
Brown Brothers Harriman Trade Daily None
Communication with
Custodians
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e The information that may be disseminated to such outside parties is limited to information that
the Sub-Adviser believes is reasonably necessary in connection with the services to be provided
by the recipient.

o Non-public portfolio information may not be disseminated for compensation or other
consideration.

e The Trust’s Chief Compliance Officer, General Counsel, principal executive or principal
accounting officer, or persons designated by such officers, (each, an “Authorized Person”) is
authorized to disseminate nonpublic portfolio information, but only in accordance with these
procedures.

e Any exceptions to these procedures may be made only if approved by the Trust’s Chief
Compliance Officer as in the best interests of the Trust, and only if such exceptions are reported
to the Trust’s Board at its next regularly scheduled meeting.

Dissemination within the Manager and Sub-Advisers

o Dissemination of nonpublic portfolio information to employees of the Manager and Sub-Advisers
shall be limited to those persons:

0 who are subject to a duty to keep such information confidential; and
0 who need to receive the information as part of their duties.

Dissemination to Shareholders

As a general matter, the Trust disseminates portfolio holdings to shareholders only in the Annual or
Semiannual Reports or in other formats that are generally available on a contemporaneous basis to all
such shareholders or the general public.

Shareholder Reports. The Trust publicly discloses their portfolio holdings twice a year in the annual
and semi-annual report to shareholders. These reports must be mailed within 60 days after the end of
the reporting period. These reports are filed with the SEC.

Form N-Q. The Trust is required to file their complete portfolio holdings on Form N-Q as of the
close of the first and third quarters of each year. The reports must be filed with the SEC not later than
60 days after the close of the quarter.

On the Trust’s website www.peartreefunds.com.  Pear Tree Funds’ full securities holdings are
generally posted monthly, but at least quarterly, approximately 7 business days after month or quarter
end.

Disclosures Required by Law

No provision of these procedures is intended to restrict or prevent the disclosure of portfolio holding
information that may be required by applicable law or which are requested by governmental authorities.
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Periodic Review

Compliance with the Trust’s portfolio holdings disclosure policy is subject to periodic review by the
Board, including a review of any exceptions permitted under the policy.

SHARES OF THE TRUST

Pear Tree Fund Shares, Generally

The Trust has an unlimited authorized number of shares of beneficial interest that may, without
shareholder approval, be divided into an unlimited number of series of such shares and an unlimited
number of classes of shares of any such series. Shares are presently divided into six series of shares, the
Pear Tree Funds (five of which are covered by this SAI), each comprised of two classes of shares:
Ordinary Shares and Institutional Shares. There are no rights of conversion between shares of different
Pear Tree Funds granted by the Second Amended and Restated Agreement and Declaration of Trust, but
holders of shares of a class of a Pear Tree Fund may exchange all or a portion of their shares for shares of
a like class in another Pear Tree Fund (subject to their respective minimums). No exchanges are permitted
from one class of shares to different class of shares.

These shares are entitled to one vote per share (with proportional voting for fractional shares) on such
matters as shareholders are entitled to vote, including the election of Trustees. Shares vote by individual
Pear Tree Fund (or class thereof under certain circumstances) on all matters except that (i) when the 1940
so requires, shares shall be voted in the aggregate and not by individual Pear Tree Fund and (ii) when the
Trustees of the Trust have determined that a matter affects only the interest of one or more the Pear Tree
Funds, then only holders of shares of such Pear Tree Fund shall be entitled to vote thereon.

There will normally be no meetings of shareholders for the purpose of electing Trustees unless and until
such time as less than a majority of the Trustees have been elected by the shareholders, at which time the
Trustees then in office will call a shareholders’ meeting for the election of Trustees. In addition, Trustees
may be removed from office by a written consent signed by the holders of two-thirds of the outstanding
shares of each Pear Tree Fund and filed with the Pear Tree Fund or by a vote of the holders of two-thirds
of the outstanding shares of each Pear Tree Fund at a meeting duly called for that purpose, which meeting
shall be held upon the written request of the holders of not less than 10 percent of the outstanding shares.
Upon written request by ten or more shareholders, who have been such for at least six months and who
hold, in the aggregate, shares having a net asset value of at least $25,000, stating that such shareholders
wish to communicate with the other shareholders for the purpose of obtaining the signatures necessary to
demand a meeting to consider removal of a Trustee, the Pear Tree Funds have undertaken to provide a list
of shareholders or to disseminate appropriate materials (at the expense of the requesting shareholders).
Except as set forth above, the Trustees shall continue to hold office and may appoint their successors.

Shares are freely transferable, are entitled to dividends as declared by the Trustees, and in liquidation of
the Pear Tree Fund or Trust are entitled to receive the net assets of their Pear Tree Fund, but not of the
other Pear Tree Funds. Shareholders have no preemptive rights. The Pear Tree Funds’ fiscal year ends on
the last day of March.
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Under Massachusetts law, shareholders could, under certain circumstances, be held liable for the
obligations of the Pear Tree Funds. However, the Second Amended and Restated Agreement and
Declaration of Trust disclaims shareholder liability for acts or obligations of the Pear Tree Funds and
requires notice of such disclaimer be given in each agreement, obligation or instrument entered into or
executed by the Pear Tree Funds or the Trustees. The Second Amended and Restated Agreement and
Declaration of Trust provides for indemnification out of a Pear Tree Fund’s property for all loss and
expense of any shareholder of that Pear Tree Fund held liable on account of being or having been a
shareholder. Thus, the risk of a shareholder incurring financial loss on account of shareholder liability is
limited to circumstances in which the Pear Tree Fund of which he was a shareholder would be unable to
meet its obligations.

Code of Ethics

The Trust, the Manager, the Sub-Advisers and the Distributor each have adopted Codes of Ethics
pursuant to Rule 17j-1 under the 1940 Act. The Codes of Ethics permit employees to invest in securities
for their own accounts, including securities that may be purchased or held by the Pear Tree Funds. The
Codes of Ethics are on public file with, and are available from, the Commission.

How to Invest

The procedures for purchasing shares of the Pear Tree Fund are summarized in the Prospectus under the
caption HOW TO PURCHASE.

Pear Tree Funds have authorized one or more brokers to receive purchase and redemption orders on their
behalf. Authorized brokers may designate other intermediaries to receive purchase and redemption orders
on the Pear Tree Funds’ behalf. A Pear Tree Fund will be deemed to have received a purchase or
redemption order when an authorized broker, or if applicable, a broker’s authorized designee, receives the
purchase or redemption order. Purchase and redemption orders will be priced at the net asset value per
share of the Pear Tree Fund next computed for the appropriate class of shares next computed after the
purchase or redemption order is received in good order by an authorized broker or the broker’s authorized
designee and accepted by the Pear Tree Fund.

Exchange of Securities for Shares of the Pear Tree Funds.

Applications to exchange common stocks for Pear Tree Fund shares must be accompanied by stock
certificates (if any) and stock powers with signatures guaranteed by domestic banks, brokers, dealers,
credit unions, national securities exchanges, registered securities associations, clearing agencies or
savings associations. Securities accepted by a Pear Tree Fund will be valued as set forth under
CALCULATION OF NET ASSET VALUE in the Prospectus as of the time of the next determination of
net asset value after such acceptance. Shares of a Pear Tree Fund are issued at net asset value determined
as of the same time. All dividends, subscription, or other rights which are reflected in the market price of
accepted securities at the time of valuation become the property of the Pear Tree Funds and must be
delivered to the Pear Tree Funds by the investor upon receipt from the issuer. A gain or loss for Federal
income tax purposes would be realized by the investor upon the exchange depending upon the cost of the
securities tendered.
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Open Account System.

Under the Pear Tree Funds’ Open Account System all shares purchased are credited directly to your
account in the designated Pear Tree Fund at the time of purchase. All shares remain on deposit with the
Transfer Agent. No certificates are issued.

The following services are currently offered by the Open Account System:

1. You may make additional investments in a Pear Tree Fund by sending a check in U.S. dollars (made
payable to “Pear Tree Funds™) to the Pear Tree Funds, by wire, or by online ACH transactions, as
described under HOW TO PURCHASE in the Prospectus.

2. You may select one of the following distribution options which best fits your needs.

* REINVESTMENT PLAN OPTION: Income dividends and capital gain distributions paid in additional
shares at net asset value.

* INCOME OPTION: Income dividends paid in cash, capital gain distributions paid in additional shares
at net asset value.

* CASH OPTION: Income dividends and capital gain distributions paid in cash.

You should indicate the Option you prefer, as well as the other registration details of your account, on
the Account Application. The Reinvestment Plan Option will automatically be assigned unless you
select a different option. Dividends and distributions paid on a class of shares of a Pear Tree Fund
will be paid in shares of such class taken at the per share net asset value of such class determined at
the close of business on the ex-date of the dividend or distribution or, at your election, in cash.

3. You will receive a statement setting forth the most recent transactions in your account after each
transaction which affects your share balance.

The cost of services rendered under the Open Account System to the holders of a particular class of shares
of a Pear Tree Fund are borne by that class as an expense of all shareholders of that class. However, in
order to cover additional administrative costs, any shareholder requesting a historical transcript of his
account will be charged a fee based upon the number of years researched. There is a minimum fee of $5.
The right is reserved on 60 days’ written notice to make charges to individual investors to cover other
administrative costs of the Open Account System.

Tax Deferred Retirement Plans.

Accounts Offered by Pear Tree Funds. The Pear Tree Funds offer tax-deferred accounts, for which State
Street Bank and Trust Company acts as custodian, including:

[] Traditional Individual Retirement Accounts (IRAS)
[ ] Roth IRAs
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[] Simplified Employee Pension Plans (SEP-IRAS)

Agreements to establish these kinds of accounts and additional information about them, including
information about fees and charges, are available from the Distributor. There are many detailed rules,
including provisions of tax law, governing each of these kinds of accounts. Investors considering
participation in any of these plans should consult with their attorneys or tax advisers with respect to the
establishment and maintenance of any of these plans. The following is some very general information
about them.

Contributions to a traditional IRA will generally be deductible if the individual for whom the account is
established is not an active participant in an employer-sponsored plan; contributions may be deductible in
whole or in part if the individual is such a participant, depending on the individual’s income.
Distributions from traditional IRAs are generally taxable as ordinary income. Contributions to a Roth IRA
are generally not deductible. However, withdrawals generally may not be taxable if certain requirements
are met. In either case, capital gains and income earned on Pear Tree Fund shares held in an IRA are
generally not taxable as long as they are held in the IRA.

Other Retirement Plans. Pear Tree Fund shares also may be made available as an investment under other
tax-favored retirement plans, such as qualified pension plans and qualified profit sharing plans, including
401(k) plans.

How to Exchange

The procedures for exchanging shares of one Pear Tree Fund for those of another Pear Tree Fund are also
described in the Prospectus under HOW TO EXCHANGE.

An exchange involves a redemption of all or a portion of shares of one class of a Pear Tree Fund and the
investment of the redemption proceeds in shares of a like class in another Pear Tree Fund. The
redemption will be made at the per share net asset value of the particular class of shares of a Pear Tree
Fund being redeemed which is next determined after the exchange request is received in proper order.

The shares of the particular class of shares of a Pear Tree Fund being acquired will be purchased when the
proceeds from the redemption become available, normally on the day of the exchange request, at the per
share net asset value of such class next determined after acceptance of the purchase order by the Pear Tree
Fund being acquired in accordance with the customary policy of that Pear Tree Fund for accepting
investments.

The exchange of shares of one class of a Pear Tree Fund for shares of a like class of another Pear Tree
Fund will constitute a sale for federal income tax purposes on which the investor will realize a capital
gain or loss.

The exchange privilege may be modified or terminated at any time, and the Pear Tree Funds may
discontinue offering shares of any Pear Tree Fund or any class of any Pear Tree Fund generally or in any
particular State without notice to shareholders.
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How To Redeem

The procedures for redeeming shares of the Pear Tree Fund are described in the Prospectus under HOW
TO REDEEM.

Proceeds will normally be forwarded on the second day on which the New York Stock Exchange is open
after a redemption request is processed; however, the Pear Tree Funds reserve the right to take up to three
(3) business days to make payment. This amount may be more or less than the shareholder’s investment
and thus may involve a capital gain or loss for tax purposes. If the shares to be redeemed represent an
investment made by check or through the automatic investment plan, the Pear Tree Funds reserve the
right not to honor the redemption request until the check or monies have been collected.

The Pear Tree Funds will normally redeem shares for cash, however, the Pear Tree Funds reserve the
right to pay the redemption price wholly or partially in kind if the Board determines it to be advisable and
in the interest of the remaining shareholders of a Pear Tree Fund. The redemptions in kind will be
selected by the Manager or Sub-Adviser in light of the Pear Tree Fund’s objective and will not generally
represent a pro rata distribution of each security held in the Pear Tree Fund’s portfolio. If portfolio
securities are distributed in lieu of cash, the shareholder will normally incur brokerage commissions upon
subsequent disposition of any such securities. However, the Pear Tree Funds have elected to be governed
by Rule 18f-1 under the 1940 Act, pursuant to which the Pear Tree Funds are obligated to redeem shares
solely in cash for any shareholder during any 90-day period up to the lesser of $250,000 or 1 percent of
the total net asset value of the Pear Tree Fund at the beginning of such period. A redemption constitutes a
sale of shares for federal income tax purposes on which the investor may realize a long- or short-term
capital gain or loss. See also “Taxation,” below.

Shareholders are entitled to redeem all or any portion of the shares credited to their accounts by
submitting a written request for redemption to the Pear Tree Funds. Shareholders who redeem more than
$100,000, or request that the redemption proceeds be paid to someone other than the shareholders of
record or sent to an address other than the address of record, must have their signature(s) guaranteed by
domestic banks, brokers, dealers, credit unions, national securities exchanges, registered securities
associations, clearing agencies or savings associations. If the shareholder is a corporation, partnership,
agent, fiduciary or surviving joint owner, the Pear Tree Funds may require additional documentation of a
customary nature. Shareholders who have authorized the Pear Tree Funds to accept telephone instructions
may redeem shares credited to their accounts by telephone. Once made, a telephone request may not be
modified or canceled.

The Pear Tree Funds and the Transfer Agent will employ reasonable procedures to confirm that
instructions communicated by telephone are genuine. If the Pear Tree Funds and the Transfer Agent fail
to do so, they may be liable for any losses due to unauthorized or fraudulent transactions. The Pear Tree
Funds provide written confirmation of all transactions effected by telephone and will only mail the
proceeds of telephone redemptions to the redeeming shareholder’s address of record.

The Transfer Agent will assess a fee for overnight delivery or to wire the proceeds of a redemption. Such
fee will be subtracted from the net redemption amount.
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Excessive Trading.

The Pear Tree Funds intend to deter market timing activities and do not have any agreements to permit
any person to market time in the Pear Tree Funds. See “Excessive Trading” in the Prospectus for more
information on the Pear Tree Funds’ policies.

Calculation of Net Asset Value

Portfolio securities are valued each business day at the last reported sale price up to the close of the New
York Stock Exchange (ordinarily 4:00 p.m., Eastern Standard Time). Where applicable and appropriate,
portfolio securities will be valued using the NASDAQ Official Closing Price. If there is no such reported
sale, the securities generally are valued at the mean between the last reported bid and asked prices. For
certain securities, where no such sales have been reported, the Pear Tree Fund may value such securities
at the last reported bid price. In the event that there is information suggesting that valuation of such
securities based upon bid and/or asked prices may not be accurate, a Pear Tree Fund may value such
securities in good faith at fair value in accordance with procedures established by the trustees, which may
include a determination to value such securities at the last reported sale price.

Securities quoted in foreign currencies are translated into U.S. dollars, based upon the prevailing
exchange rate on each business day. Other assets and securities for which no quotations are readily
available are valued at fair value as determined in good faith using procedures approved by the Trustees.
The Pear Tree Fund translates prices for its investments quoted in foreign currencies into U.S. dollars at
current exchange rates. As a result, changes in the value of those currencies in relation to the U.S. dollar
may affect the Pear Tree Fund’s net asset value. Because foreign markets may be open at different times
than the New York Stock Exchange, the value of the Pear Tree Fund’s shares may change on days when
shareholders are not able to buy or sell them. If events materially affecting the values of the Pear Tree
Fund’s foreign investments occur between the close of foreign markets and the close of regular trading on
the New York Stock Exchange, these investments will be valued at their fair value.

The fair value of any restricted securities from time to time held by a Pear Tree Fund is determined by its
Sub-Adviser in accordance with procedures approved by the Trustees. Such valuations and procedures are
reviewed periodically by the Trustees. The fair value of such securities is generally determined as the
amount that the Pear Tree Fund could reasonably expect to realize from an orderly disposition of such
securities over a reasonable period of time. The valuation procedures applied in any specific instance are
likely to vary from case to case. However, consideration is generally given to the financial position of the
issuer and other fundamental analytical data relating to the investment and to the nature of the restrictions
on disposition of the securities (including any registration expenses that might be borne by the Pear Tree
Fund in connection with such disposition). In addition, such specific factors are also generally considered
as the cost of the investment, the market value of any unrestricted securities of the same class (both at the
time of purchase and at the time of valuation), the size of the holding, the prices of any recent transactions
or offers with respect to such securities and any available analysts’ reports regarding the issuer. Short-
term investments that mature in sixty-days (60) or less are valued at amortized cost.

Market quotations are not considered to be readily available for long-term corporate bonds, debentures
and notes; such investments are stated at fair value on the basis of valuations furnished by a pricing
service, approved by the Trustees, which determines valuations for normal, institutional-size trading units
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of such securities using methods based on market transactions for comparable securities and various
relationships between securities which are generally recognized by institutional traders.

For purposes of determining the net asset value per share of each class of a Pear Tree Fund, all assets and
liabilities initially expressed in foreign currencies will be valued in U.S. dollars at the mean between the
bid and asked prices of such currencies against U.S. dollars.

Generally, trading in foreign securities, as well as corporate bonds, U.S. government securities and money
market instruments is substantially completed each day at various times prior to 4:15 p.m. Eastern time
upon the close of business on the primary exchange for such securities. The values of such securities used
in determining the net asset value of the Pear Tree Funds’ shares are computed as of such other times.
Foreign currency exchange rates are also generally determined prior to 4:15 p.m. Eastern time.
Occasionally, events affecting the value of such securities may occur between such times and 4:15 p.m.
Eastern time which will not be reflected in the computation of the Pear Tree Funds’ net asset value. If
events materially affecting the value of the Pear Tree Funds’ securities occur during such a period, then
these securities will be valued at their fair value as determined in good faith by the Manager in
accordance with procedures approved by the Trustees.

Expenses of the Pear Tree Funds directly charged or attributable to any Pear Tree Fund will be paid from
the assets of that Pear Tree Fund. 12b-1 Plan expenses will be borne by holders of Ordinary Shares of the
Pear Tree Funds in accordance with the 12b-1 Plan. General expenses of the Pear Tree Funds will be
allocated among and charged to the assets of the respective Pear Tree Funds on the basis set forth in the
18f-3 Plan, which may be the relative assets of each Pear Tree Fund or Class.

Price of Shares

Orders received by an investment dealer or authorized designee, the Transfer Agent or a Pear Tree Fun
dafter the time of the determination of the net asset value will be entered at the next calculated offering
price. Note that investment dealers or other intermediaries may have their own rules about share
transactions and may have earlier cut-off times than those of the Pear Tree Funds. For more information
about how to purchase through your intermediary, contact your intermediary directly.

Prices that appear in the newspaper do not always indicate prices at which you will be purchasing and
redeeming shares of a Pear Tree Fund, since such prices generally reflect the previous day’s closing price,
while purchases and redemptions are made at the next calculated price. The price you pay for shares, the
offering price, is based on the net asset value per share, which is calculated once daily as of
approximately 4:00 p.m. Eastern time, which is the normal close of trading on the New York Stock
Exchange, each day the Exchange is open. If, for example, the Exchange closes at 1:00 p.m., a Pear Tree
Fund’s share price would still be determined as of 4:00 p.m. Eastern time.

Distributions

Each Pear Tree Fund will be treated as a separate entity for federal income tax purposes (see “Taxation,”
below) with its net realized gains or losses being determined separately, and capital loss carryovers
determined and applied on a separate Pear Tree Fund basis.
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TAXATION

The following discussion summarizes certain U.S. federal income tax considerations generally affecting
the Pear Tree Funds and their shareholders, which includes the Pear Tree Fund and its shareholders. This
discussion does not provide a detailed explanation of all tax consequences, and cannot address the
particular circumstances of any individual shareholder. Accordingly, potential shareholders are advised
to consult their personal tax advisers with respect to the particular federal, state, local and foreign tax
consequences to them of an investment in the Pear Tree Funds. This discussion is based on the Internal
Revenue Code of 1986, as amended (the “Code”), Treasury Regulations issued thereunder, and judicial
and administrative authorities as in effect on the date of this Statement of Additional Information, all of
which are subject to change, which change may be retroactive. This summary addresses only the
consequences to shareholders that are U.S. persons under the Code and does not apply to shareholders
that are subject to special treatment under the Code.

Each Pear Tree Fund intends to elect each year to be taxed as a regulated investment company (“RIC”)
under Code section 851. As described below, for so long as a Pear Tree Fund continues to qualify as a
RIC, such Fund generally will not be subject to taxation at the Pear Tree Fund level on the investment
company taxable income and the net capital gains that it distributes to its shareholders.

In addition to making an affirmative election to be taxed as a RIC, each Pear Tree Fund must meet the
requirements set forth in Code section 851 with respect to its (a) sources of income, (b) diversity of
holdings and (¢) minimum distributions to its shareholders, each as described below.

A Pear Tree Fund will meet the income test if it derives at least 90 percent of its gross income from the
following sources in each taxable year: (i) dividends, interest (including tax-exempt interest), payments
with respect to certain securities loans, and gains from the sale or other disposition of stock, securities or
foreign currencies, or other income (including but not limited to gain from options, futures and forward
contracts) derived with respect to its business of investing in such stock, securities or foreign currencies;
and (ii) interests in “qualified publicly traded partnerships’’ (as defined in the Code).

The diversity of holdings requirement is met if at the end of each quarter of each taxable year (i) at least
50 percent of the market value of the Pear Tree Fund’s total assets consists of a combination of cash and
cash equivalents, U.S. government securities, the securities of other regulated investment companies and
other securities, with such other securities limited, in respect of any one issuer, to an amount not greater
than 5 percent of the value of the Pear Tree Fund’s total assets and not more than 10 percent of the
outstanding voting securities of such issuer and (ii) not more than 25 percent of the market value of the
Pear Tree Fund’s total assets is invested in the securities (other than U.S. government securities and the
securities of other regulated investment companies) of (A) any one issuer, (B) any two or more issuers
that the Pear Tree Fund controls and that are determined to be engaged in the same business or similar or
related trades or businesses or (C) any one or more “‘qualified publicly traded partnerships’’ (as defined
in the Code).

The minimum distribution requirement is met if the Pear Tree Fund distributes to its shareholders each
taxable year at least the sum of (i) 90 percent of the Pear Tree Fund’s investment company taxable
income (which includes, among other items, dividends, interest and the excess of any net short-term
capital gain over net long-term capital loss and other taxable income, other than any net capital gain,
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reduced by deductible expenses) determined without regard to the deduction for dividends paid and (ii) 90
percent of the Pear Tree Fund’s net tax-exempt interest (the excess of its gross tax-exempt interest over
certain disallowed deductions).

As a RIC, a Pear Tree Fund generally will not be subject to U.S. federal income tax on its investment
company taxable income and net capital gains (the excess of net long-term capital gains over net short-
term capital losses), if any, that it distributes to shareholders. Each Pear Tree Fund intends to distribute to
its shareholders, at least annually, substantially all of its investment company taxable income and net
capital gains. Amounts not distributed on a timely basis in accordance with a calendar year distribution
requirement are subject to a nondeductible 4 percent excise tax unless the Pear Tree Fund distributes at
least 98 percent of its ordinary income (not taking into account any capital gains or losses) for the
calendar year plus at least 98.2 percent of its capital gains in excess of its capital losses (adjusted for
certain ordinary losses, as prescribed by the Code) for the one-year period ending on October 31 of the
calendar year, and any ordinary income and capital gains for previous years that was not distributed
during those years. A distribution will be treated as paid on December 31 of the current calendar year if it
is declared by the Pear Tree Fund in October, November or December with a record date in such a month
and paid by a Pear Tree Fund during January of the following calendar year. Such distributions will be
taxable to shareholders in the calendar year in which the distributions are declared, rather than the
calendar year in which the distributions are received. To prevent application of the excise tax, each Pear
Tree Fund intends to make its distributions in accordance with the calendar year distribution requirement.

If, in any taxable year, a Pear Tree Fund fails to qualify as a RIC accorded special tax treatment under the
Code, it would be taxed in the same manner as an ordinary corporation and distributions to its
shareholders would not be deductible by the Pear Tree Fund in computing its taxable income. In addition,
the Pear Tree Fund’s distributions, to the extent derived from its current or accumulated earnings and
profits, would constitute taxable dividends to shareholders. Moreover, the Pear Tree Fund would not be
required to make any distributions to its shareholders. If a Pear Tree Fund fails to qualify as a RIC in any
year, it must pay out its earnings and profits accumulated in that year in order to qualify again as a RIC.
Moreover, if the Pear Tree Fund failed to qualify as a RIC for a period greater than one taxable year, the
Pear Tree Fund may be required to recognize any net built-in gains with respect to certain of its assets
(the excess of the aggregate gains, including items of income, over aggregate losses that would have been
realized if the Pear Tree Fund had been liguidated) in order to qualify as a RIC in a subsequent year.

Distributions paid out of a Pear Tree Fund’s investment company taxable income will be taxable to a U.S.
shareholder as ordinary income, except to the extent that certain distributions of “qualified dividend
income” are taxable at reduced rates when received by individuals. Qualified dividend income generally
includes dividends received during the taxable year from domestic corporations and qualified foreign
corporations, provided that the Pear Tree Fund has held the stock in such corporation for more than 60
days during the 121 day period beginning on the date which is 60 days before the date on which such
stock becomes ex-dividend with respect to such dividend. If a portion of a Pear Tree Fund’s income
consists of dividends paid by U.S. corporations, a portion of the dividends paid by the Pear Tree Fund
may be eligible for the corporate dividends-received deduction. Distributions of net capital gains, if any,
designated as capital gain dividends are taxable to shareholders as long-term capital gains, regardless of
how long the shareholder has held the Pear Tree Fund’s shares, and are not eligible for the dividends-
received deduction. Shareholders receiving distributions in the form of additional shares, rather than cash,

69



generally will have a cost basis in each such share equal to the net asset value of a share of the Pear Tree
Fund on the reinvestment date. Shareholders will be notified annually as to the U.S. federal tax status of
distributions and any tax withheld thereon and shareholders receiving distributions in the form of
additional shares will receive a report as to the net asset value of those shares.

The taxation of equity options and over-the-counter options on debt securities is governed by Code
section 1234. Pursuant to Code section 1234, the premium received by a Pear Tree Fund for selling a put
or call option is not included in income at the time of receipt. If the option expires, the premium is short-
term capital gain to the Pear Tree Fund. If a Pear Tree Fund enters into a closing transaction, the
difference between the amount paid to close out its position and the premium received is short-term
capital gain or loss. If a call option written by a Pear Tree Fund’s exercised, thereby requiring the Pear
Tree Fund to sell the underlying security, the premium will increase the amount realized upon the sale of
such security and any resulting gain or loss will be a capital gain or loss, and will be long-term or short-
term depending upon the holding period of the security. With respect to a put or call option that is
purchased by a Pear Tree Fund, if the option is sold, any resulting gain or loss will be a capital gain or
loss, and will be long-term or short-term, depending upon the holding period of the option. If the option
that is purchased by a Pear Tree Fund expires, the resulting loss is a capital loss and is long-term or short-
term, depending upon the holding period of the option. If the option that is purchased by a Pear Tree Fund
is exercised, the cost of the option, in the case of a call option, is added to the basis of the purchased
security and, in the case of a put option, reduces the amount realized on the underlying security in
determining gain or loss.

Certain options and futures contracts in which a Pear Tree Fund may invest are “section 1256 contracts.”
Gains or losses on section 1256 contracts generally are considered 60 percent long-term and 40 percent
short-term capital gains or losses; however, foreign currency gains or losses (as discussed below) arising
from certain section 1256 contracts may be treated as ordinary income or loss. Also, section 1256
contracts held by a Pear Tree Fund at the end of each taxable year (and, generally, for purposes of the 4
percent excise tax, on October 31 of each year) are “marked-to-market” (that is, treated as sold at fair
market value), resulting in unrealized gains or losses being treated as though they were realized. Foreign
taxes generally may not be deducted by a shareholder who is an individual in computing the alternative
minimum tax.

Generally, the hedging transactions undertaken by the Pear Tree Fund may result in “straddles” for U.S.
federal income tax purposes. The straddle rules may affect the character of gains (or losses) realized by a
Pear Tree Fund. In addition, losses realized by the Pear Tree Fund on positions that are part of a straddle
may be deferred under the straddle rules, rather than being taken into account in calculating the taxable
income for the taxable year in which the losses are realized. Because only a few regulations implementing
the straddle rules have been promulgated, the tax consequences to a Pear Tree Fund of engaging in
hedging transactions are not entirely clear. Hedging transactions may increase the amount of short-term
capital gain realized by a Pear Tree Fund which is taxed as ordinary income when distributed to
shareholders. Each Pear Tree Fund may make one or more of the elections available under the Code
which are applicable to straddles. If a Pear Tree Fund makes any of the elections, the amount, character
and timing of the recognition of gains or losses from the affected straddle positions will be determined
under rules that vary according to the election(s) made. The rules applicable under certain of the elections
may operate to accelerate the recognition of gains or losses from the affected straddle positions. Because
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the application of the straddle rules may affect the character of gains or losses, defer losses and/or
accelerate the recognition of gains or losses from the affected straddle positions, the amount that may be
distributed to shareholders, and that will be taxed to them as ordinary income or long-term capital gain,
may be increased or decreased as compared to a Pear Tree Fund that did not engage in such hedging
transactions.

Notwithstanding any of the foregoing, a Pear Tree Fund may recognize gain (but not loss) from a
constructive sale of certain “appreciated financial positions” if the Pear Tree Fund enters into a short sale,
offsetting notional principal contract, futures or forward contract transaction with respect to the
appreciated position or substantially identical property. Appreciated financial positions subject to this
constructive sale treatment are interests (including options, futures and forward contracts and short sales)
in stock, partnership interests, certain actively traded trust instruments and certain debt instruments.
Constructive sale treatment does not apply to certain transactions closed on or before the 30th day after
the close of the taxable year if the Pear Tree Fund holds the appreciated financial position unheeded
throughout the 60-day period beginning with the day such transaction was closed.

Unless certain constructive sale rules (discussed above) apply, a Pear Tree Fund will not realize gain or
loss on a short sale of a security until it closes the transaction by delivering the borrowed security to the
lender. Pursuant to Code section 1233, all or a portion of any gain arising from a short sale may be treated
as short-term capital gain, regardless of the period for which the Pear Tree Fund held the security used to
close the short sale. In addition, the Pear Tree Fund’s holding period of any security which is substantially
identical to that which is sold short may be reduced or eliminated as a result of the short sale. Certain
short sales against the box and other transactions, however, will be treated as a constructive sale of the
underlying security held by the Pear Tree Fund, thereby requiring recognition of gain with respect to such
securities and may result in long-term gain or loss if the underlying securities have been held for more
than twelve months. Similarly, if a Pear Tree Fund enters into a short sale of property that becomes
substantially worthless, the Pear Tree Fund will recognize gain at that time as though it had closed the
short sale. Future Treasury regulations may apply similar treatment to other transactions with respect to
property that becomes substantially worthless.

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

Upon the sale or other disposition of shares of a Pear Tree Fund, a shareholder may realize a capital gain
or loss which may be long-term or short-term, generally depending upon the shareholder’s holding period
for the shares. Any loss realized on a sale or exchange will be disallowed to the extent the shares disposed
of are replaced (including shares acquired pursuant to a dividend reinvestment plan) within a period of 61
days beginning 30 days before and ending 30 days after disposition of the shares. In such a case, the basis
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of the shares acquired will be adjusted to reflect the disallowed loss. Any loss realized by a shareholder
on a disposition of Pear Tree Fund shares held by the shareholder for six months or less will be treated as
a long-term capital loss to the extent of any distributions of net capital gains received by the shareholder
with respect to such shares.

If a Pear Tree Fund invests in stock of certain foreign companies that are classified as “passive foreign
investment companies” (“PEICs”) under the Code, the Pear Tree Fund may be subject to U.S. federal
income taxation on a portion of any “excess distribution” with respect to, or gain from the disposition of,
such stock. The tax would be determined by allocating such distribution or gain ratably to each day of the
Pear Tree Fund’s holding period for the stock. The distribution or gain so allocated to any taxable year of
the Pear Tree Fund, other than the taxable year of the excess distribution or disposition, would be taxed to
the Pear Tree Fund at the highest ordinary income tax rate in effect for such year, and the tax would be
further increased by an interest charge to reflect the value of the tax deferral deemed to have resulted from
the ownership of the foreign company’s stock. Any amount of distribution or gain allocated to the taxable
year of the distribution or disposition would be included in the Pear Tree Fund’s investment company
taxable income and, accordingly, would not be taxable to the Pear Tree Fund to the extent distributed by
the Pear Tree Fund as a dividend to its shareholders. Alternatively, a Pear Tree Fund may elect to mark to
market its passive foreign investment company stock, resulting in the stock being treated as sold at fair
market value on the last business day of each taxable year. Any resulting gain would be reported as
ordinary income; any resulting loss and any loss from an actual disposition of the stock would be reported
as ordinary loss to the extent of any net mark-to-market gains previously included in income. A Pear Tree
Fund also may elect, in lieu of being taxable in the manner described above, to include annually in
income it’s pro rata share of the ordinary earnings and net capital gain of the foreign investment company.

Because the application of the PFIC rules may affect, among other things, the character of gains, the
amount of gain or loss and the timing of the recognition of income with respect to PFIC stock, as well as
subject each Pear Tree Fund itself to tax on certain income from PFIC stock, the amount that must be
distributed to shareholders, and which will be taxed to shareholders as ordinary income or long-term
capital gain, may be increased or decreased substantially as compared to a Pear Tree Fund that did not
invest in PFIC stock. Note that distributions from a PFIC are not eligible for the reduced rate of tax on
qualified dividend income.

Income received by a Pear Tree Fund from sources within foreign countries may be subject to
withholding and other taxes imposed by such countries.

If more than 50 percent of the value of a Pear Tree Fund’s total assets at the close of its taxable year
consists of securities of foreign corporations, the Pear Tree Fund will be eligible and may elect to “pass-
through” to the Pear Tree Fund’s shareholders the amount of foreign income and similar taxes paid by the
Pear Tree Fund. Pursuant to this election, if made, a shareholder will be required to include in gross
income (in addition to taxable dividends actually received) his or her pro rata share of the foreign income
and similar taxes paid by the Pear Tree Fund, and will be entitled either to deduct his or her pro rata share
of foreign income and similar taxes in computing his taxable income or to use it as a foreign tax credit
against his or her U.S. Federal income taxes attributable to such foreign income, subject to limitations. No
deduction for foreign taxes may be claimed by a shareholder who does not itemize deductions.
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Generally, a credit for foreign taxes is subject to the limitation that the credit may not exceed the
shareholder’s U.S. tax attributable to the shareholder’s total foreign source taxable income. For this
purpose, if a Pear Tree Fund makes the election described in the preceding paragraph, the source of the
Pear Tree Fund’s income flows through to its shareholders. With respect to the Pear Tree Fund, gains
from the sale of securities generally will be treated as derived from U.S. sources and section 988 gains
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, including foreign source passive income received
from the Pear Tree Fund. The foreign tax credit limitation rules do not apply to certain electing individual
taxpayers who have limited creditable foreign taxes and no foreign source income other than passive
investment-type income. The foreign tax credit is eliminated with respect to foreign taxes withheld on
dividends if the dividend paying shares or the shares of a Pear Tree Fund are held by the Pear Tree Fund
or the shareholder, as the case may be, for 15 days or less (45 days in the case of preferred shares) during
the 31-day period (91-day period for preferred shares) beginning 15 days (45 days for preferred shares)
before the shares become ex-dividend. In addition, if a Pear Tree Fund fails to satisfy these holding period
requirements, it cannot elect under Section 853 to pass through to shareholders the ability to claim a
deduction for the related foreign taxes. If a Pear Tree Fund fails to satisfy its holding period requirement,
it cannot elect under section 853 to pass through to shareholders the ability to claim a deduction for the
related foreign taxes.

The foregoing is only a general description of the foreign tax credit under current law. Because
application of the credit depends on the particular circumstances of each shareholder, shareholders are
advised to consult their own tax advisers to determine the impact of the credit on their personal tax
situations.

A Pear Tree Fund may be required to withhold U.S. federal income tax at the rate of 28 percent of all
taxable distributions payable to a shareholder who fails to provide the Pear Tree Fund with their correct
taxpayer identification number or to make required certifications, or who have been notified by the
Internal Revenue Service (the “IRS”) that they are subject to backup withholding or who has furnished an
incorrect taxpayer identification number to the Pear Tree Fund and the Pear Tree Fund has been notified
by the IRS of the error. Corporate shareholders and certain other shareholders specified in the Code
generally are exempt from such backup withholding. Backup withholding is not an additional tax. Any
amounts withheld may be credited against the shareholder’s U.S. federal income tax liability.

Pear Tree Fund shareholders may be subject to state, local and foreign taxes on their Pear Tree Fund
distributions. In many states, Pear Tree Fund distributions that are derived from interest on certain U.S.
Government obligations are exempt from taxation. The tax consequences to a foreign shareholder of an
investment in the Pear Tree Fund may be different from those described herein. Foreign shareholders are
advised to consult their own tax advisers with respect to the particular tax consequences to them of an
investment in a Pear Tree Fund. U.S. Shareholders are advised to consult their own tax advisers with
respect to the particular tax consequences to them of an investment in a Pear Tree Fund. Further, the Pear
Tree Funds from time-to-time may make certain types of investments which are not addressed in this brief
summary.
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PROXY VOTING POLICIES

The Board has adopted Proxy Voting Policies and Procedures on behalf of the Pear Tree Funds which
delegates responsibility for voting proxies to the Manager, subject to the Board’s continuing oversight.
The Manager in turn has, where applicable, delegated responsibility for voting proxies to the Sub-
Advisers that actually manage the assets of the Pear Tree Fund. The Manager and the Sub-Advisers have
their own proxy voting policies and procedures, which the Board has reviewed. The Manager’s and the
Sub-Advisers’ policies and procedures assure that all proxy voting decisions are made in the best interest
of the Pear Tree Funds and that the Manager or the Sub-Advisers will act in a prudent and diligent
manner for the benefit of the Pear Tree Funds. The Manager’s and the Sub-Advisers’ policies and
procedures include specific provisions to determine when a conflict exists between the interests of a Pear
Tree Fund and the interests of the Manager or the Sub-Advisers, as the case may be. Copies of the proxy
voting policies and procedures are attached to this SAl as Appendix A. Information on how the Pear Tree
Funds voted proxies relating to portfolio securities during the 12-month period ended June 30, 2012 will
be available without charge on the Pear Tree Funds website (www.peartreefunds.com), upon request by
contacting the Pear Tree Funds or via the Securities and Exchange Commission web site at www.sec.gov.
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