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This Brochure provides information about the qualifications and business practices of Aegon
USA Investment Management, LLC (AUIM). If you have any questions about the contents of this
Brochure, please contact us at (877) 234-6862 or at aegoninvestments@aegonusa.com. The
information in this Brochure has not been approved or verified by the United States Securities
and Exchange Commission (SEC) or by any state securities authority.

AUIM is a registered investment adviser. Registration does not imply any level of skill or train-
ing. Additional information about AUIM is also available on the SEC's website at
www.adviserinfo.sec.gov.



http://www.adviserinfo.sec.gov/

Item 2 — Material Changes

The discussion below summarizes the cumulative material changes made to this Brochure since
the last update as of July 30, 2015 through September 25, 2015.

e Section 10.B.2: Relationships with Related Persons, AURA Personnel Sharing Arrange-
ment: This item was added to describe the scope of AUIM's personnel sharing arrangement
with its affiliate, Aegon USA Reality Advisors, Inc. Under this arrangement, a limited number
of AURA personnel are deemed AUIM dual employees for the purposes of providing non-
discretionary real estate related advice to an affiliated client.

The discussion below summarizes the cumulative material changes made to this Brochure since
the last annual update as of March 31, 2015 through July 30, 2015.

e Item 4: Advisory Business

o0 Item 4A: Overview - This item was expanded to include a description of AUIM's organi-
zational structure to illustrate how it is indirectly owned by Aegon N.V. and to introduce
the global research platform with Aegon Investment Management B.V. ("AIM"), including
a description of AIM's organizational hierarchy under Aegon N.V.

o0 Item 4B: Advisory Services - This item was expanded to introduce investment research
provided by, and shared with, AIM through a participating affiliate arrangement.

e Item 8: Methods of Analysis, Investment Strategies, and Risk of Loss

o Item 8C: Risk of Loss - This item was broadened to include a description of sovereign
debt risks.

e |tem 10: Other Financial Activities and Affiliations

o0 Section 10.B.1: Relationships with Related Persons, Participating Affiliate - This item
was added to describe the scope of AUIM's participating affiliate arrangement with AlM
including the shared global research platform, associated persons, potential conflicts of
interest, and related policies and controls.

e |tem 11: Code of Ethics

o0 Item 11A: Standards of Conduct - This item was amended to include associated persons
under the participating affiliate arrangement with AIM.

The discussion below summarizes the cumulative material changes made to this Brochure since
the previous annual update as of March 28, 2014.

Summary of Material Changes to AUIM’s Brochure

e Item 4: Advisory Business - This item has been reformatted to three sections: Overview;
Advisory Services; and Assets Under Management.



Item 5: Fees and Compensation - This item has been reformatted into two sections: Adviso-
ry Fees and Additional Fees and Expenses. The Advisory Fees section was amended to
describe that client fees, as negotiated, may be payable in advance or arrears.

Item 8: Methods of Analysis, Investment Strategies, and Risk of Loss

o0 Item 8A: Investment Strategies - This item includes an updated description of AUIM's
marketed fixed income and asset allocation strategies.

o0 Item 8B: Methods of Analysis — This item has been redrafted and reorganized. This sec-
tion includes a summary of AUIM's multi-step fixed income process, including new de-
scriptions of its top-down house view process.

o0 Item 8C: Risk of Loss - This item contains updated and new risk descriptions regarding
models and volatility guidelines that are applied in AUIM's mutual fund sub-advisory ac-
tivities.

Item 10B: Other Financial Industry Activities and Affiliations - Relationships with Related

Persons.

o Item 10B.1: Dual Employees and Shared Resources - These disclosures have been
expanded to include Aegon Asset Management's role in AUIM's business and invest-
ment activities.

o Item 10B.5: Conflicts of Interest - The conflicts associated with related persons has been
expanded to address when AUIM manages affiliated insurance company risk and liability
associated with guaranteed products.

Item 11: Code of Ethics

o Item 11A: Standards of Conduct - This section has been updated to reflect AUIM's Code
of Ethics personal securities trading pre-clearance requirements.

o Item 11B: Material Financial Interests - The description of portfolio manager and analyst
compensation arrangements have been updated.

Item 12: Brokerage Practices

o0 Item 12: Selecting Broker-dealers - The description of AUIM's best execution practices
have been expanded.

o Item 12B: Soft Dollar Benefits - This section has been rewritten to describe how AUIM
classifies and treats soft dollars.

o Item 12E: Trade Errors - This section has been rewritten to describe AUIM's trade error
correction policies.

Item 15: Custody - This section has been amended to describe additional custody policies
and controls.

Item 16: Investment Discretion - This section has been expanded to include descriptions of
AUIM's policies and controls for monitoring client investment guidelines and instructions.

Iltem 17: Voting Client Securities - This section has been rewritten to describe AUIM's proxy
voting policies and procedures.
iii



We will provide you with a new Brochure as necessary based on changes or new information, at
any time, without charge.

If you would like a current copy of AUIM’s Brochure, please contact us at (877) 234-6862 or
aegoninvestments@aegonusa.com. The Brochure is also available free of charge on our web
site www.aegoninvestments.com and via the SEC’s web site www.adviserinfo.sec.gov.
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Item 4 — Advisory Business

A. Overview

Aegon USA Investment Man-
agement, LLC (“AUIM") is a
U.S.-based investment adviser
registered with the Securities
and Exchange Commission
(“SEC”) and part of Aegon Asset
Management, the global invest-
ment management division of
Aegon Group, one of the world’s
leading financial services busi-
nesses. Aegon Asset Manage-
ment encompasses multiple
asset managers around the
world that regularly collaborate
in various business and opera-
tional activities. In the United
States, Aegon Asset Manage-
ment companies include AUIM
and Aegon USA Realty Advi-
sors, Inc. (“AURA"), a real estate
asset manager.

AUIM is a limited liability com-
pany formed in 2001 under the
laws of the State of lowa and is
a wholly owned subsidiary of
Aegon USA Asset Management
Holding, LLC, also formed under
lowa laws, which in turn is a
wholly owned subsidiary of
AUSA Holding Company, a Del-
aware company. AUSA Holding
Company is wholly owned by
Aegon USA, LLC (an lowa com-
pany), which is a subsidiary of
Aegon US Holding Corporation
(incorporated in Delaware). Ae-
gon US Holding Corporation is a
subsidiary of Transamerica Cor-
poration (incorporated in Dela-
ware), which is a subsidiary of
The Aegon Trust (registered in
Delaware). The Aegon Trust is
a subsidiary of Aegon Interna-
tional B.V. (registered in the
Netherlands), which is a subsidi-
ary of Aegon N.V. (also a Neth-
erlands company). Aegon N.V.
is a public company listed on

Euronext Amsterdam and the
New York Stock Exchange.

Aegon Asset Management is the
brand for the asset management
business of Aegon, N.V. and its
affiliates worldwide. AUIM’s
membership in Aegon Asset
Management provides AUIM
and its clients with access to
global resources that augment
and complement AUIM’s own
expertise in investment product
design; macroeconomic and
securities research; and risk
analysis.

AUIM’s predecessor, Aegon
USA Investment Management,
Inc. (“AUIM, Inc.”), was incorpo-
rated on April 12, 1989, and was
also a registered investment
adviser with the SEC. AUIM
assumed management of the
assets previously managed by
AUIM, Inc. on December 1,
2001.

AUIM has principal offices in
Cedar Rapids, lowa; Baltimore,
Maryland; and Chicago, lllinois.
As of December 31, 2014, the
firm has approximately 370 em-
ployees, including approximately
65 investment professionals.

AUIM participates on a global
research platform with an affili-
ate, Aegon Investment Man-
agement B.V. (“AIM”), an
investment adviser licensed and
domiciled in the Netherlands.
AIM is not registered with the
SEC or any state authorities.
AIM is a subsidiary of Aegon
Asset Management B.V which is
in turn a subsidiary of Aegon
N.V. AUIM's global research
platform is discussed further in

Item 10.B.1, Other Financial
Industry Activities and Affiliations
- Relationships with Related
Persons: Participating Affiliate.

B. Advisory Services

AUIM provides discretionary and
nondiscretionary investment
management products and ser-
vices to affiliated and unaffiliated
institutional clients. These ser-
vices are offered through a vari-
ety of investment vehicles,
structures, and arrangements
which vary by investment strate-
gy and may include separately
managed accounts, closed- and
open-end mutual funds, collec-
tive investment trusts (“CITs”),
private fund, and other non-
discretionary research services.

AUIM receives issuer and specif-
ic security investment research
and recommendations from AIM
through a participating affiliate
arrangement. Certain AIM per-
sonnel, as AUIM associated
persons, provide investment
research on foreign corporate
and sovereign debt issuers. The
participating affiliate arrange-
ment is described further in Item
10.B.1, Other Financial Industry
Activities and Affiliations — Rela-
tionships with Related Persons:
Participating Affiliate.

The firm also is a provider of
asset liability management and
asset allocation. AUIM also en-
gages sub-advisers to

manage certain investment
strategies on behalf of affiliated
clients.

AUIM began as a manager of
fixed income portfolios and
today provides active manage-
ment of portfolios that invest in



fixed income, equities, funds of
funds that invest in mutual funds
or annuity subaccounts,
exchange-traded funds,
exchange-traded notes, and
derivatives. Additional infor-
mation about AUIM’s investment
strategies and services can be
found in Item 8, “Methods of
Analysis, Investment Strategies
and Risk of Loss.”

AUIM may also provide adminis-
trative services, including certain
back-office and financial report-
ing-related services, in connec-
tion with assets owned or
managed by certain affiliated
companies or clients.

AUIM tailors its advice to serve
the needs of each particular
client and, before beginning in-
vestment activities, generally
requires mutually agreed upon,
written investment guidelines or
instructions for the client’s
account(s). Client guidelines
may impose reasonable re-
strictions on investments in
certain securities or types of
securities.

C. Assets Under Management
As of December 31, 2014, AUIM
had assets under management
as follows:

U.S. Dollar
Amount

Asset Under
Management

Discretionary $141,014,105,658

Non-

. . $16,149,839
Discretionary

Total $141,030,255,497

Item 5 — Fees and
Compensation

A. Advisory Fees

AUIM charges advisory fees
consistent with applicable
statutes and regulations and the
client’s investment management
agreement. For discretionary
investment advisory services,
fees are typically based on the
client’'s assets under manage-
ment and may be negotiated. In
some cases, fees are based on
the investment performance of
the client’s account (see Item 6,
“Performance-Based Fees and
Side-by-Side Management”).

For non-discretionary services,
AUIM will negotiate fees based
on the specific services provid-
ed.

Various factors may affect a
client’s fees, including but not
limited to the services required
by the client, client type, asset
class, pre-existing relationship,
the size of the account (current
or anticipated), or other related
accounts and investments in
other strategies. Clients who
negotiate a flat fee schedule

may or may not pay a higher
total fee than those who pay
under a tiered fee schedule.

Discretionary investment adviso-
ry fees are generally based on
an account’s period-end market
or book values, which are calcu-
lated independently by a third-
party custodian or based on
AUIM’s internal securities valua-
tion policies. More information
about AUIM’s valuation meth-
doxologies is available upon
request.

Clients typically are billed for and
pay fees prorated for the portion
of the billing period, typically
monthly or quarterly, for which
AUIM has provided investment
services. Depending on specific
client circumstances, AUIM’s
fees may be payable and billed
in advance or arrears, though
other, client-specific arrange-
ments may be negotiated.

Where AUIM collects an adviso-
ry fee in advance and does not
provide investment services for
the entire period, AUIM will pro-
rate the fee to reflect the portion
of the period for which AUIM
provided investment services
and will return any excess to the
client.

Standard annual fees for unaffil-
iated clients currently range from
0.12% to 1.5%. The standard
fee schedule for AUIM’s market-
ed separate account strategies
is set forth below. This fee
schedule is subject to change
from time to time. Specific client
fees may deviate from the
standard fee schedule based on
agreed upon negotiations.



Standard Annual Fee Schedule for Marketed Separate Account Investment Strategies

Fixed Income

Investment
Strategy Fee Description
Chinese Equities All assets under management 1.00%
Chinese Fixed All assets under management .70%
Income
Commercial First $0 - $25 million .38%
Mortgage Backed | Next $25 - $50 million 37%
Securities Next $50 - $100 million 33%
Next $100 - $250 million .30%
Assets > $250 million .29%
Core Aggregate First $0 - $25 million .30%
Next $25 - $50 million .24%
Next $50 - $100 million .22%
Next $100 - $250 million .18%
Assets > $250 million .16%
Core Plus Fixed First $0 - $25 million .32%
Income Next $25 - $50 million 28%
Next $50 - $100 million .26%
Next $100 - $250 million .20%
Assets > $250 million .19%
Credit All assets under management  1.50%
Opportunities
Emerging Markets | First $0 - $50 million 0.50%
Debt Constrained | Next $50 - $100 million 0.48%
Next $100 - $250 million 0.42%
Assets > $250 million 0.38%
Emerging Markets | First $0 - $50 million 0.50%
Global Diversified | Next $50 - $100 million 0.48%
Next $100 - $250 million 0.42%
Assets > $250 million 0.38%
Emerging Markets | First $0 - $25 million 0.60%
Local Currency Next $25 - $50 million 0.56%
Debt Next $50 - $100 million 0.52%
Next $100 - $250 million 0.47%
Assets > $250 million 0.43%
High Yield Fixed First $0 - $50 million 0.50%
Income Next $50 - $250 million 0.40%
High Yield Global | Assets > $250 million 0.37%

Investment
Strategy Fee Description
Investment Grade | First $0 - $25 million 0.30%
Fixed Income Next $25 - $50 million 0.26%
Next $50 - $100 million 0.24%
Next $100 - $250 million 0.20%
Assets > $250 million 0.18%
Leveraged Loans First $0 - $50 million 0.50%
Next $50 - $100 million 0.45%
Next $100 - $250 million 0.42%
Assets > $250 million 0.40%
Liability Driven First $0 - $200 million 0.25%
Investing Next $200 million 0.20%
Next $600 million 0.17%
Assets > $1 billion 0.15%
Long Government | First $0 - $100 million 0.25%
Credit Next $100 - $250 million 0.17%
Assets > $250 million 0.16%
Short Duration First $0 - $25 million 0.25%
Next $25 - $50 million 0.20%
Next $50 - $100 million 0.17%
Assets > $100 million 0.14%
Stable Value First $0 - $25 million 0.26%
Next $25-$50 million 0.20%
Next $50 - $100 million 0.17%
Next $100 - $250 million 0.14%
Assets > $250 million 0.12%
Structured First $0 - $25 million 0.28%
Finance Next $25 - $50 million 0.28%
Next $50 - $100 million 0.26%
Next $100 - $250 million 0.23%
Assets > $250 million 0.21%




Fees charged to affiliates are
generally less than fees
charged to unaffiliated client
accounts. Fees associated with
mutual funds and variable an-
nuity subaccounts sub-advised
by AUIM are disclosed in their
respective prospectuses.

B. Additional Fees and
Expenses

AUIM’s advisory fees are ex-
clusive of brokerage com-
missions, transaction fees, and
other related costs and ex-
penses that may be incurred by
the client. Client assets are
maintained by independent
custodians. Clients pay all cus-
tody fees directly to their custo-
dian. Clients typically incur
certain other charges imposed
by custodians, brokers and
other third parties, such as
deferred sales charges; odd-lot
differentials; transfer taxes; wire
transfer and electronic fund
transfer fees; and other fees
and taxes on brokerage
accounts and securities trans-
actions. Mutual funds, ETFs
and other pooled investment
vehicles also charge internal
management fees, which are
disclosed in their respective
offering documents. AUIM may
invest client assets in funds or
other pooled investment vehi-
cles for which AUIM or an affili-
ate serves as investment
adviser or sub-adviser and from
which AUIM or an affiliate re-
ceives management, advisory
or other fees. No portion of
these fees offset the account-
level fees that AUIM charges
for its services.

In addition to fees calculated
based on assets under man-
agement, AUIM may charge a
negotiated, agreed-upon annual
fee for certain accounts to
cover administrative overhead
costs, performance fees as
described in Item 6, or both.

Depending on the agreement
with a client, AUIM will assess
guarterly or agreed-upon fees
for each derivatives contract in
the client’s account as of the
last day of each calendar
guarter. In addition, fees may
be charged for research, analy-
sis and measurement relating
to equity derivatives. Item 12
describes the factors that AUIM
considers in selecting or rec-
ommending broker-dealers for
client transactions and deter-
mining the reasonableness of
their compensation.

Iltem 6 — Performance-Based
Fees and Side-By-Side
Management

In addition to fees described in
Iltem 5, AUIM may negotiate a
fee arrangement with certain
gualified clients as defined by
the Investment Advisers Act of
1940, as amended, (“the Act”)
that includes a performance-
based fee. Performance-based
fee structures generally stipu-
late a base fee, a participation
rate, and a maximum fee. The
participation rate specifies the
percentage of an account’s
capital gains or capital appreci-
ation that will be paid as a fee
to AUIM. AUIM will structure a
performance- or incentive-fee
arrangement subject to Section

205(a)(1) of the Act in accord-
ance with the available ex-
emptions thereunder, including
the exemption set forth in Rule
205-3 under the Act. Charging
performance-based fees may
create an incentive for AUIM to
recommend investments that
may be riskier or more specula-
tive than those that would be
recommended under an asset-
based fee arrangement.

AUIM manages accounts that
carry performance-based fees
alongside asset-based fee
accounts. Such fee arrange-
ments may create an incentive
to more favorably allocate in-
vestment opportunities to per-
formance-based fee-paying
accounts. AUIM mitigates these
potential conflicts through poli-
cies and procedures designed
to ensure all clients are treated
equitably over time, and
through employee education.
See Item 12.D. for additional
information about AUIM’s trade
aggregation and allocation
practices.

Iltem 7 — Types of Clients

AUIM provides discretionary
and non-discretionary invest-
ment advisory services to in-
surance companies; corporate
pension and profit-sharing
plans; benefit plans; pooled
investment vehicles such as
mutual funds and collective
investment trusts; banks; chari-
table organizations; govern-
ment plans and municipalities;
foreign funds such as Undertak-
ings for Collective Investments
in Transferable Securities



(UCITS); other U.S. and foreign
institutions; and other invest-
ment advisers.

Before agreeing to manage a
client's assets, AUIM typically
requires a minimum investment
of $10 million, though the mini-
mum may differ depending up-
on the particular investment
strategy, product type or client
type. In certain circumstances,
the minimum amount may be
waived.

Item 8 — Methods of Analysis,
Investment Strategies and
Risk of Loss

A. Investment Strategies
AUIM offers standard invest-
ment strategies as well as cus-
tomized portfolios. Methods of
analysis and investment risks
are presented for the firm’s
standard, marketed investment
strategies. Investment details
for non-marketed strategies and
customized portfolios are avalil-
able upon request at (877) 234-
6862 or at aegoninvestments
@aegonusa.com.

AUIM’s marketed investment
strategies can be broadly clas-
sified into three groups:

1. Fundamental fixed income
strategies that include total-
return strategies utilizing one or
more fixed income asset
classes; duration-sensitive
management strategies and
cash flow management; and
constrained strategies based on
client restrictions such as rating
limitations, position limits, etc.

2. Asset allocation strategies
designed to offer broad diversi-

fication in a single investment
solution. These strategies are
developed by AUIM and can be
customized to client-specific
parameters. Portfolios may
have exposure to multiple asset
classes, asset managers, or
geographic regions, or some
combination of these. Research
and portfolio construction may
utilize qualitative or quantitative
methods.

3. Derivatives strategies de-
signed for purposes of hedging,
risk management, and overall
portfolio management. As of
August, 2015, AUIM is regis-
tered as a Commaodity Trading
Advisor (CTA) with the Com-
modity Futures Trading Com-
mission (CFTC) and is a
member of the National Futures
Association (NFA).

B. Methods of Analysis
AUIM believes the key success
factors to strong investment
performance over the long-term
are recognition of the asymmet-
rical nature of risk in the securi-
ties market; strong risk
management; a long-term per-
spective; and balancing top-
down macroeconomic analysis
with proprietary bottom-up re-
search as appropriate to the
individual strategy.

1. Fundamental fixed income
strategies

The investment process for
most AUIM fundamental fixed
income investment strategies
combines top-down macroeco-
nomic outlooks with bottom-up
credit research in a procedure
overlaid with risk monitoring
and risk management. This

disciplined process emphasizes
consistent research and
analysis of fundamentals, sen-
timent and positioning, techni-
cals, and valuation at multiple
stages:

e Top-Down Analysis. AUIM’s
strategies generally are guided
by Aegon Asset Management'’s
global macroeconomic and
markets outlook. Views of the
macroeconomic environment
and changes in such environ-
ment are formulated through
standardized

inputs among portfolio man-
agers, asset class specialists,
strategists and rates specialists
of the Aegon Asset Manage-
ment member companies lo-
cated in the U.S., U.K. and
Europe (global committee
meetings). The global commit-
tees systematically gather and
analyze fundamental, techni-
cals, sentiment and valuation
data, as appropriate, to provide
inputs regarding one of the fol-
lowing: the macroeconomic
environment, global interest
rates or the relative strength of
various asset classes. The in-
formation of the global commit-
tees is aggregated by a
committee of senior portfolio
managers and, through a pro-
cess of discussion and chal-
lenge, distilled into “global
house view” outlooks for the
macro environment, global in-
terest rates and the relative
attractiveness of asset classes
over various time periods.

e  Sector and security-level
idea generation. Independent,
bottom-up research of issuers,
securities, and sectors is a core
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element of AUIM’s investment
processes. All AUIM portfolio
management teams have
access to research generated
by AUIM’s research platform.
This platform organizes re-
search analysts into teams that
conduct credit, sovereign or
structured securities research
on issuers worldwide. AUIM
also utilizes credit and sover-
eign research generated by
AIM personnel. The research
generated by AUIM and AIM is
referred to, collectively, as the
Global Research Platform. In
addition, AUIM has a U.S.-
based research team dedicated
to the examination of distressed
debt opportunities. Finally,
AUIM has access to the exper-
tise of an affiliated real

estate asset manager, Aegon
USA Realty Advisors, LLC,
which provides insights on
trends in the real estate and
mortgage industries.

Credit research analysts follow
assigned lists of sectors/ indus-
tries and are responsible for
covering issuers within their
assigned sector/industry, re-
gardless of credit quality or
domicile. This provides im-
portant context of all major par-
ticipants in an industry/sector
and gives AUIM an advantage
in areas where an issuer’s
credit-quality rating is in transi-
tion.

Credit analysts utilize a proprie-
tary financial framework that
focuses on cash flow gene-
ration, debt levels, maturity
schedules, liquidity, and projec-
tions of future credit profiles.
Analysts form their own, inde-

pendent opinions on creditwor-
thiness and assign appropriate
internal credit ratings, which
may differ from ratings provided
by third-party credit rating
agencies. Credit analysts regu-
larly monitor the factors that
influence their ratings to deter-
mine if revisions are warranted.

Sovereign research analysts
have assigned lists of countries
and are responsible for analysis
of general economic, political
and social conditions in the
countries on their assigned
lists. These macro assess-
ments inform the analysts’ in-
ternal ratings of securities
issued by governments and
agencies (sovereigns) and cor-
porations owned in part or
whole by governments (quasi-
sovereigns) in their respective
areas of responsibility.

AUIM’s structured securities
research utilizes proprietary
and third-party modeling soft-
ware to identify securities that
offer attractive relative value
versus designated benchmarks.
Due to the nature of structured
securities, particular emphasis
is given to analysis of funda-
mentals such as collateral per-
formance; strength and
transparency of a security’s
structure; and credit enhance-
ment. In addition, securities are
stress tested using proprietary
modeling.

Distressed debt research is
conducted by a dedicated team
with expertise in corporate
bankruptcy workouts and re-
structuring. The team'’s re-
search assesses the substantial

risks inherent in reorganization
or restructuring of an issuer as
well as the likelihood that the
issuer will be able to complete a
reorganization or restructuring
successfully.

AUIM has no specific policies
regarding investment in socially
responsible issuers. However,
because AUIM and other mem-
ber companies in Aegon Asset
Management are affiliated with
Aegon N.V., which is a signato-
ry of the United

Nations’ Principles of
Responsible Investing (UNPRI),
research reports generally will
note any potential concerns
regarding environmental, social
or governance (ESG) impacts
of investing in the security.

¢ Portfolio construction and
management. Higher-level de-
cisions such as duration and
sector, country or asset alloca-
tions generally are influenced
by the top-down “global house
view” outlooks, combined with
the portfolio management
team’s particular perspective on
the economy and markets. To
populate portfolios with individ-
ual securities, portfolio manag-
ers draw on the fundamental
research available on the global
research platform. Active com-
munication between research
analysts and portfolio managers
is an important aspect of portfo-
lio construction; discussion with
analysts helps portfolio manag-
ers contrast the researchers’
views on industries and individ-
ual securities with the portfolio
management team’s own views
of market technicals, investor
sentiment and valuation trends.



AUIM’s sell discipline tends to
fall into two broad categories:

o Credit-related trades. Credits
are constantly monitored by
the research group for new
information. For credits ex-
periencing significant price
volatility or meaningful
changes in the fundamental
credit outlook, AUIM will re-
evaluate the credit to ensure
the investment thesis is still
sound.

0 Relative value trades. Rela-
tive value trades may result
from movement in security
values, general market con-
ditions, or shifts in the overall
portfolio strategy.

AUIM has incorporated a risk
management process into its
investment framework. Risk
management typically occurs
through three main avenues:
research efforts; measurement
of risk/return metrics; and moni-
toring of risk limits. The firm’s
systems provide AUIM with a
variety of risk and compliance
metrics to manage accounts
according to each client’s
desired risk profile.

2. Asset Allocation Strategies

AUIM manages asset allocation
investment strategies that may
invest in individual securities;
closed- or open-ended mutual
funds; exchange-traded prod-
ucts; derivatives; or some com-
bination of these. In addition,
portfolio managers may use
guantitative models as part of
their markets or securities anal-
ysis or portfolio construction.

In all cases, portfolio managers
of AUIM’s asset allocation
strategies, at their discretion,
may integrate the global house
view as appropriate to a par-
ticular strategy. Portfolio man-
agers also have discretion at all
times to disregard research
received and model outputs in
favor of making asset-allocation
and securities-selection deci-
sions based on their own judg-
ment but subject to oversight by
AUIM’s Chief Investment
Officer.

3. Derivatives Strategies

AUIM designs and executes
derivative strategies for pur-
poses of hedging, risk man-
agement, and overall portfolio
management. These derivative
strategies are typically per-
formed for affiliated insurance
entities. In addition, unaffiliated
clients may use derivatives to
hedge or obtain certain types of
investment exposures. Deriva-
tive transactions may include
instruments that are cleared
through regulated exchanges or
executed "over the counter”
between the client and a deriva-
tives dealer. AUIM’s policy is
that all derivative transactions
made on behalf of affiliated or
unaffiliated clients must be
traded under an approved de-
rivatives program which de-
scribes the guidelines for
execution and management of
the derivative transactions.

C. Risk of Loss

Investing in securities involves
risk of loss that clients should
be prepared to bear. AUIM
cannot give any guarantee it

7

will achieve client investment
objectives or that a client will
receive a return on its invest-
ment. All investments include
the potential for loss of the prin-
cipal amount invested and un-
realized profits. The firm does
not guarantee any performance
results or ensure clients will not
incur a financial loss. Clients
should be prepared to bear
such losses. Past performance
is not an indication or guaran-
tee of future performance.

Clients should be aware of the
primary investment risks, in-
cluding:

Active Trading: The AUIM
investment strategies are ac-
tively managed and may pur-
chase and sell securities
without regard to the length of
time held. Active trading may
have a negative impact on per-
formance by increasing trans-
action costs and may generate
greater amounts of net short-
term capital gains, which, for
investors holding shares in tax-
able accounts, would be subject
to tax at ordinary income tax
rates upon distribution.

Commodities Risk: The risks
of investing in commodities
include regulatory, economic
and political developments;
weather events and natural
disasters; and market disrup-
tions. Commodities and com-
modity-linked investments may
be less liquid than other in-
vestments. Commodity-linked
investments are subject to the
credit risks associated with the
issuer, and their values may
decline substantially if the



issuer's creditworthiness dete-
riorates.

Convertible Securities Risk:
Convertible securities share
investment characteristics of
both fixed income and equity
securities. However, the value
of these securities tends to vary
more with fluctuations in the
value of the underlying common
stock than with fluctuations in
interest rates. The value of
convertible securities also tends
to exhibit lower volatility than
the underlying common stock.
Convertible securities generally
offer lower interest or dividend
yields than non-convertible se-
curities of similar quality. Inves-
tors could lose money if the
issuer of a convertible security
is unable to meet its financial
obligations or goes bankrupt.

Credit Risk: An investor could
lose money if the issuer or
guarantor of a fixed income
security or the counterparty to a
derivatives contract, repurchase
agreement, or a loan of portfolio
securities is unable or unwilling
to make timely principal and/or
interest payments or to other-
wise honor its obligations. A
downgrade of the credit of a
security may also decrease its
value.

Currency Risk: The value of
securities denominated in
foreign currencies fluctuates as
the rates of exchange between
those currencies and the U.S.
dollar change. Currency con-
version costs and currency fluc-
tuations could reduce or
eliminate investment gains or
add to investment losses. Cur-

rency exchange rates can be
volatile and are affected by,
among other factors, the gen-
eral economics of a country; the
actions of the U.S. and foreign
governments or central banks;
the imposition of currency
controls; and speculation.

Derivatives Risk: Derivatives
are financial contracts whose
value depend on, or are derived
from, the value of an underlying
asset, reference rate, or index.
The use of derivative instru-
ments involves risks different
from, or possibly greater than,
the risks associated with in-
vesting directly in securities and
other traditional investments.
Certain derivative instruments
can lose more than the principal
amount invested.

Distressed or Defaulted
Securities Risk: Investments
in defaulted securities and obli-
gations of distressed issuers,
including securities that are, or
may be, involved in reorganiza-
tions or other financial restruc-
turings, either out of court or in
bankruptcy, involve substantial
risks and are considered specu-
lative. An investor may suffer
significant losses if the reorgan-
ization or restructuring is not
completed as anticipated. Re-
payment of defaulted securities
and obligations of distressed
issuers is subject to significant
uncertainties.

Equity Market Risk: Equity
securities represent an owner-
ship interest in an issuer, rank
junior in a company’s capital
structure, and consequently
may entail greater risk of loss

than debt securities. Equity
securities include common and
preferred stocks. Stock markets
are volatile. The prices of equity
securities fluctuate based on
changes in a company’s finan-
cial condition and overall mar-
ket and economic conditions.

Extension Risk: If interest
rates rise, repayments of fixed
income securities may occur
more slowly than anticipated by
the market. This may drive the
prices of these securities down,
because their interest rates are
lower than the current interest
rate and they remain outstand-
ing longer.

Foreign Markets Risk: Invest-
ments in foreign securities may
experience more rapid and ex-
treme changes in value than
investments in securities of
U.S. companies. The securities
markets of many foreign coun-
tries are relatively small and
have less depth, with a limited
number of companies repre-
senting a small number of in-
dustries. Issuers of foreign
securities are often not subject
to the same degree of regula-
tion as are U.S. issuers. In the
event of nationalization, expro-
priation, or other confiscation,
investors could lose their entire
investment in a foreign security.

High Yield Risk: Investments
in high yield securities and un-
rated securities of similar credit
guality (commonly known as
“junk bonds™) may be subject to
greater levels of credit and li-
quidity risk than investment-
grade securities. High yield
securities are considered pre-



dominately speculative with
respect to the issuer’s continu-
ing ability to make principal and
interest payments.

Inflation-Protected Securities
Risk: Inflation-protected debt
securities may react differently
from other types of debt securi-
ties and tend to react to chang-
es in “real” interest rates. Real
interest rates represent nominal
(stated) interest rates reduced
by the expected impact of infla-
tion. In general, the price of an
inflation-protected debt security
can fall when real interest rates
rise, and can rise when real
interest rates fall. Interest pay-
ments on inflation-protected
debt securities can be unpre-
dictable and will vary as the
principal or interest is adjusted
for inflation. Also, the inflation
index utilized by a particular
inflation-protected security may
not accurately reflect the true
rate of inflation, in which case
the market value of the security
could be adversely affected.

Interest Rate Risk: The value
of fixed income securities and
other instruments in a portfolio
may decline because of an in-
crease in interest rates. Fixed
income securities with longer
durations tend to be more sen-
sitive to changes in interest
rates, usually making their pric-
es more volatile than securities
with shorter durations.

Issuer Risk: The value of a
security may decline for a num-
ber of reasons that directly re-
late to the issuer, such as
management performance,
financial leverage, and reduced

demand for the issuer’s goods
or services, as well as the his-
torical and prospective earnings
of the issuer and the value of its
assets.

Liquidity Risk: Liquidity risk
exists when particular invest-
ments are difficult to purchase
or sell. llliquid securities are
securities that cannot be dis-
posed of within a reasonable
time in the ordinary course of
business at approximately the
value at which a manager has
valued the securities. Invest-
ments in illiquid securities may
adversely impact returns if a
manager is unable to sell the
illiquid securities at an advanta-
geous time or price.

Loan Risk: Loans are subject
to the credit risk of nonpayment
of principal or interest. Econom-
ic downturns or increases in
interest rates may cause an
increase in defaults, interest
rate risk and liquidity risk.
Loans may or may not be col-
lateralized at the time of acqui-
sition, and any collateral may
be relatively illiquid or lose all or
substantially all of its value
subsequent to investment. In
the event of bankruptcy of a
borrower, AUIM could experi-
ence delays or limitations in
realizing the benefits of any
collateral securing a loan.
Junior loans, which have a
lower place in the borrower’s
capital structure than senior
loans and may be unsecured,
involve a higher degree of
overall risk than senior loans of
the same borrower. Loans are
also subject to prepayment or
call risk.

Market Risk: The market price
of securities may go up or
down, sometimes rapidly or
unpredictably. The value of a
security may decline due to
general market conditions that
are not specifically related to a
particular company or industry,
such as adverse economic
conditions, changes in the gen-
eral outlook for corporate earn-
ings, changes in interest or
currency rates, or adverse in-
vestor sentiment.

Model and Data Risk: AUIM
has developed and uses quanti-
tative models (both proprietary
models and those supplied by
third parties) and information
and data supplied by third par-
ties (“Models and Data”) to in-
form portfolio managers as they
construct sets of transactions
and investments, and to provide
risk management insights.
When Models and Data prove
to be incorrect or incomplete or
are not properly implemented,
any decisions made in reliance
thereon expose an account to
potential risks. Some models
used by AUIM are predictive in
nature. The use of predictive
models has inherent risks. Be-
cause predictive models are
usually constructed based on
historical data supplied by third
parties, the success of

relying on such models may
depend heavily on the accuracy
and reliability of the supplied
historical data. All models rely
on correct market data inputs. If
incorrect market data is entered
into even a well-founded model,
the resulting information will be
incorrect. However, even if



market data is input correctly,
“model prices” may differ sub-
stantially from market prices,
especially for securities with
complex characteristics. Simi-
larly, the benefits of using mod-
els for their particular purpose
are lessened to the extent that
the models are improperly im-
plemented, or those implement-
ing the results do so without
complying with applicable AUIM
policies.

Operational Risk: Accounts
are subject to operational risks
arising from factors such as
processing errors, human
errors, inadequate or failed
internal or external processes,
fraud, and failure in systems
and technology, changes in
personnel, and errors caused
by third-party service providers.
These factors may result in
losses to an account.

Prepayment or Call Risk:
Many issuers have a right to
prepay their debt securities. If
interest rates fall, an issuer may
exercise this right. In that event,
the security holder will not ben-
efit from the rise in market price
that normally accompanies a
decline in interest rates, and will
be forced to reinvest prepay-
ment proceeds at a time when
yields on securities available in
the market are lower than the
yield on the prepaid security.

Repurchase Agreements
Risk: If the other party to a
repurchase agreement defaults
on its obligation, AUIM may
suffer delays and incur costs or
lose money in exercising its
rights under the agreement. If

the seller fails to repurchase the
security and the market value
declines, an account could lose
money. If the seller becomes
insolvent and subject to liquida-
tion or reorganization under
applicable bankruptcy or other
laws, AUIM’s ability to dispose
of the underlying securities may
be restricted.

Sovereign Debt Risk: Sover-
eign debt instruments, which
are debt obligations issued or
guaranteed by a foreign gov-
ernmental entity, are subject to
the risk that the governmental
entity may delay or fail to pay
interest or repay principal on
debt that it has issued or guar-
anteed, due, for example, to
cash flow problems, insufficient
foreign currency reserves, polit-
ical considerations, relation-
ships with other lenders such
as commercial banks, the rela-
tive size of the governmental
entity’s debt position in relation
to the economy or the failure to
put in place economic reforms
required by the International
Monetary Fund or other multi-
lateral agencies. If a govern-
mental entity defaults, it may
ask for more time in which to
pay or for further loans, or it
may ask for forgiveness of in-
terest or principal on its existing
debt. On the other hand, a gov-
ernmental entity may be unwill-
ing to renegotiate the terms of
its sovereign debt. There may
be no established legal process
for a U.S. bondholder (such as
a portfolio) to enforce its rights
against a governmental entity
that does not fulfill its obliga-
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tions, nor are there bankruptcy
proceedings through which all
or part of the sovereign debt
that a governmental entity has
not repaid may be collect-

ed. Certain countries in Europe
currently have large sovereign
debts and/or fiscal deficits
which has led to significant un-
certainties in the market as to
whether or not the governments
of those countries will be able
pay in full and on time the
amounts due in respect of
those debts.

Underlying Funds Risk: For
any AUIM investment strategy
that invests assets in underlying
mutual funds or exchange-
traded funds, the strategy’s
ability to achieve its investment
objective depends largely on
the performance of the under-
lying funds selected. Each of
the underlying funds has its
own investment risks, and
those risks can affect the value
of the underlying funds’ shares
and therefore the value of the
strategy’s investments. There
can be no assurance that the
investment objective of any
underlying fund will be
achieved.

In addition to these investment
risks, many other risk factors
may lead or contribute to per-
formance volatility or losses.
Clients may contact AUIM for
more information regarding
potential investment risks.
Further, AUIM charges for its
investment advisory services.
When client accounts invest in
these other funds, they are
charged, as shareholders,



management fees and other
expenses, no portion of which
reduces or offsets AUIM'’s fees.
As a result, a client establishing
an advisory account at AUIM
that is invested in these funds
may pay, overall, higher fees
and expenses than the client
might have paid investing di-
rectly in such funds.

Volatility Rules Risk: Volatility
rules are applied to certain mul-
ti-asset-class accounts. Under
these rules, the maximum
amount of exposure to the
equity markets of a client’s port-
folio is based, in part, on the
level of volatility of the equity
markets. The rules are intended
to improve risk-adjusted returns
but may not work or be imple-
mented as intended. Volatility
rules may result in a portfolio
not achieving a stated asset
mix goal (if any).The rules are
based on algorithms. If the al-
gorithms prove to be incorrect
or incomplete or are not proper-
ly implemented, any decisions
made in reliance thereon may
expose a client’s portfolio to
additional risks. The use of al-
gorithms has inherent risks, and
the success of relying on or
otherwise using an algorithm
depends, among other things,
on the validity, accuracy and
completeness of the algorithm’s
development, implementation
and maintenance; on the algo-
rithm’s assumptions and meth-
odologies; on the accuracy and
reliability of the supplied data
and on the adequacy of con-
trols over implementation, op-
eration and maintenance of the
algorithms. Because market

conditions change, sometimes
rapidly and unpredictably, the
success of the rules also will be
subject to AUIM’s ability to im-
plement them in a timely, accu-
rate and efficient manner.

Application of the rules may
result in periods of underper-
formance, may limit a client’s
ability to participate in rising
markets and may increase
transaction costs at the client
portfolio level.

AUIM is adviser or sub-adviser,
to funds that are investment
options available under insur-
ance products issued by AUIM
affiliated insurance companies,
such as variable insurance con-
tracts. In addition to the risks
described above, implementa-
tion of the volatility rules as
designed may also serve to
reduce the risk to affiliated in-
surance companies that provide
guaranteed benefits under
these contracts of equity market
volatility and facilitate their pro-
vision of those guaranteed
benefits. The rules also may
have the effect of limiting the
amount of guaranteed benefits.
A portfolio’s performance may
be lower or higher than similar
portfolios that are not subject to
volatility rules.

Iltem 9 — Disciplinary
Information

Registered investment advisers
are required to disclose all ma-
terial facts regarding any legal
or disciplinary events. AUIM
has no material legal or disci-
plinary information to disclose.
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ltem 10 — Other Financial In-
dustry Activities and Affilia-
tions

A. Registered
Representatives
Certain management persons
and employees of AUIM are
registered representatives of
affiliated broker-dealers. These
arrangements are not signifi-
cant to AUIM'’s core institutional
investment management activi-
ties.

B. Relationships with
Related Persons

1. Participating Affiliate

As referenced in Item 4A, Advi-
sory Business — Overview,
AUIM is an indirect, wholly
owned subsidiary of Aegon N.V
and is affiliated with AIM, an
investment adviser licensed in
the Netherlands. AUIM and
AIM share a global investment
research platform. Certain per-
sonnel employed by AIM pro-
vide AUIM with investment
research and recommendations
regarding foreign corporate and
sovereign debt issuers. These
AIM personnel, with respect to
their global research activities,
are considered AUIM associat-
ed persons and subject to cer-
tain of AUIM’s policies,
monitoring, and supervision.

AUIM has identified the follow-
ing AIM personnel as associat-
ed persons under the
participating affiliate arrange-
ment: Wim Almeloo, Arif Ba-
gasrawalla, Andrey Belyakov,
Rinse Boersma, Eddo Bogaard,
Martin Bottenberg, Henk Eg-
gens, Csilla Ezsias, Jordy Her-
manns, Spencer Hogeweg,
Joop Kohler, Serdar Kucukakin,



Gerard Moerman, Eva Mulder,
Johan Rol, Jan Frederik
Slijkerman, Hendrik Tuch and
Marcel Zuilen.

AUIM’s investment profession-
als may use this investment
research and/or these recom-
mendations in making invest-
ment decisions for AUIM’s
clients. Only AUIM investment
professionals make investment
and trading decisions on behalf
of AUIM’s clients.

In an effort to address any con-
flicts associated with the global
research platform and the par-
ticipating affiliate arrangement,
AUIM has adopted certain poli-
cies and monitoring controls.
AUIM and AIM independently
manage investment strategies
that separately utilize and de-
pend on the global research
platform. Conflicts of interest,
or at least the appearance of
conflicts, may arise when port-
folio managers from each firm
invest or trade in the same se-
curities or issuers on behalf of
their respective clients. These
conflicts may include the ad-
vance access to investment
research that results in the
preferential treatment or the
possibility of preferential alloca-
tion of securities trading oppor-
tunities that have limited
availability. These circum-
stances may result in, but are
not limited to, preferential trade
executions.

AUIM and AIM restrict access
to the global research platform
to associated persons, whose
personal securities transactions
and other activities are moni-
tored by AUIM. AUIM and AIM
have developed policies and
monitoring controls reasonably

designed to ensure that their
client accounts are treated fairly
and that investment opportuni-
ties are allocated equitably.

2. AURA Personnel Sharing
Arrangement

AUIM and AURA have entered
into a formal arrangement
whereby a limited number of
AURA personnel are AUIM dual
employees and provide real
estate related advice to an affil-
iated client. These personnel
are AUIM Access Persons (as
defined in Item 11A, Code of
Ethics — Standards of Conduct)
and subject to AUIM’s supervi-
sion with respect to the non-
discretionary research they
perform on AUIM’s behalf. The
following AUIM/AURA dual em-
ployees provide non-
discretionary real estate related
advice: Brad Bohl, Donald Gua-
rino, David Feltman, Steven
Myers, Lindsay Schumacher
and Matthew Willer.

AUIM and AURA have devel-
oped policies reasonably de-
signed to ensure that the
activities performed by these
dual employees comply with
regulatory requirements and
address material conflicts of
interest. This arrangement is
not expected to impact AUIM’s
discretionary investment advi-
sory clients.

3. Dual Employees and Shared
Resources

AUIM maintains relationships
with certain of its affiliates or
persons under common control,
including:
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e Certain senior managers of
Aegon Asset Management ex-
ercise control over aspects of
AUIM’s business activities —
such as setting strategy, policy,
and annual

budgeting — but do not exer-
cise control over investment
decision-making for AUIM’s
clients; authority and responsi-
bility for investment decision-
making rests with AUIM’s port-
folio management teams.

e Various Aegon Asset Man-
agement investment personnel
collaborate on development of
the house view (see Top-Down
Analysis under Item 8, “Meth-
ods of Analysis, Investment
Strategies and Risk of Loss”),
generate global investment
research, and support other
related investment activities. All
decision-making relating to se-
curities selection and portfolio
construction and maintenance
of clients’ accounts is per-
formed by AUIM employees.

e AUIM Supervised Persons
(as defined in Item 11A — Code
of Ethics below) serve as dual
employees for various affiliates.
Some Supervised Persons also
serve as senior managers, of-
ficers, or directors for one or
more affiliates.

¢ AUIM shares facilities with
affiliates and relies on the
broader Aegon organization for
centralized business functions
such as operations, information
technology, human resources,
business continuity, legal, fi-
nance, compliance, enterprise
risk management, and internal
audit. Many of these activities



are performed through global
matrix reporting arrangements.
Some of the centralized ser-
vices may have a portion of the
process outsourced to a third-
party provider.

e Certain Supervised Persons
may be involved in investment
decision-making, trading pro-
cesses, or administration for
accounts managed on behalf of
affiliates.

AUIM has implemented gov-
ernance standards and internal
controls to address these rela-
tionships with related persons,
including the supervision of its
Supervised Persons serving in
dual capacities.

4. Insurance Companies and
Other Affiliates

AUIM serves as investment
adviser to various insurance
companies and affiliates that
are part of the Aegon family of
companies. These affiliates’
combined assets represent the
largest portion of AUIM’s assets
under management. AUIM may
also perform administrative and
back-office functions on behalf
of affiliated insurance compa-
nies that are not generally per-
formed for unaffiliated

clients.

5. Pooled Investment Vehicles

AUIM serves as sub-adviser for
several open-end mutual funds
that are sponsored by
Transamerica Asset Manage-
ment, Inc. (TAM), which is part
of the Aegon family of compa-
nies, an affiliate of AUIM, and a
registered investment adviser
with the SEC. Transamerica

Capital, Inc. (TCI), an Aegon
affiliated broker-dealer, serves
as the mutual funds’ distributor.
AUIM also provides sub-
advisory services to a closed-
end fund advised by TAM.

AUIM serves as sub-adviser to
a number of pooled investment
vehicles sponsored or managed
by U.S. or foreign Aegon
affiliates.

AUIM serves as the managing
member and investment advis-
er to an affiliated limited liability
company that invests in a di-
versified portfolio of private
investment partnerships or simi-
lar vehicles that pursue a varie-
ty of investment strategies.
Some of AUIM's affiliated in-
surance company clients are
solicited to invest in this fund.

AUIM serves as the managing
member of, and investment
adviser to, an affiliated private
fund that invests cash collateral
received by AUIM's clients in
relation to securities lending
activities. Some of AUIM's affil-
iated insurance company cli-
ents are solicited to invest in
this fund.

6. Other Investment Advisers

AUIM serves as the sub-adviser
for foreign affiliates; and sub-
adviser for Aegon USA Realty
Advisors, LLC, an affiliated real
estate asset manager.

7. Conflicts of Interest

Affiliate relationships represent
AUIM’s largest clients. A con-
flict of interest, including but not
limited to conflicts of interest
when allocating investment
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opportunities, may arise when
AUIM is acting on behalf of the
accounts of affiliated and unaf-
filiated clients. In each case,
AUIM recognizes the responsi-
bility to treat all clients fairly and
consistently, and portfolio deci-
sions made for unaffiliated
accounts will be consistent,
where applicable, with the deci-
sions made for affiliated
accounts. AUIM may provide
certain investment research
that it creates for its discretion-
ary investment advisory clients
to a non-discretionary affiliate
client. Similarly, AUIM may
prepare investment research for
its non-discretionary affiliate
client that may benefit its dis-
cretionary clients.

As discussed under the Volatili-
ty Rules Risk, above, imple-
mentation of volatility rules may
generally have the effect of,
among other things, reducing
performance and, in turn, im-
pacting certain types of guaran-
teed benefits associated with
variable products. Application of
volatility rules may limit upside
potential as well as downside
risk to underlying funds, and the
performance of funds subject to
volatility rules could be different
than performance of similar
funds that are not subject to
volatility rules.

C. Foreign Financial
Regulatory Authority
AUIM is a Qualified Foreign
Institutional Investor (“QFII”)
registered with the China Secu-
rities Regulatory Commission.
A QFII designation allows li-
censed foreign investors to



participate in the Chinese A-
shares and RMB bond markets.

AUIM also is registered with the
Central Bank of Ireland. AUIM
is a sub-adviser to an Irish
UCITS offered by an Irish In-
vestment Company.

Item 11 — Code of Ethics

A. Standards of Conduct
AUIM has adopted a Code of
Ethics (“the Code”) for its offic-
ers, directors, employees and
control persons (“Supervised
Persons”) that sets forth AUIM's
standards of conduct and re-
guires compliance with federal
securities laws. The Code is
based on the principle that Su-
pervised Persons owe a fiduci-
ary duty to AUIM’s clients,
including the duties of honesty,
good faith, and fair dealing.
AUIM Supervised Persons who
are in a position to exploit in-
formation about securities
transactions or holdings in cli-
ents’ accounts are deemed to
be Access Persons and are
subject to enhanced Code re-
quirements specifically related
to personal securities transac-
tions. Access Persons must
conduct their personal activities
in a manner that does not vio-
late federal securities laws,
interfere with client accounts, or
otherwise take unfair advantage
of client relationships.

AUIM Supervised Persons have
an ethical and legal obligation
to avoid any conflict-of-interest
situations, disclose potential
conflicts, and seek clarification
when warranted. Under certain
circumstances and with prior

approval, Supervised Persons
may buy or sell the same secu-
rities for their personal accounts
as the firm purchases or sells
on behalf of its clients. To miti-
gate potential conflicts of inter-
est, the Code imposes
restrictions on personal securi-
ties transactions in which Ac-
cess Persons have a beneficial
interest, including pre-clearance
of reportable securities, mini-
mum holding-period require-
ments, quarterly transaction
reports, and annual holdings
reports.

AUIM engages in a variety of
investment activities that may
result in its Access Persons
obtaining possession of materi-
al, nonpublic information. Pos-
sible sources of inside
information include trading ac-
tivities performed by AUIM or its
affiliates; meetings with compa-
ny management; meetings with
investment analysts; participa-
tion in issuer bankruptcy pro-
ceedings; access to information
related to broker-dealers’ advi-
sory services or investment
banking activity; and relation-
ships with company insiders. To
monitor whether and how Ac-
cess Persons may utilize this
nonpublic information for their
personal benefit, AUIM collects,
retains, and monitors employee
personal securities transac-
tions.

The Code also prohibits Super-
vised Persons from accepting
or offering excessive gifts and
entertainment and monitors
Supervised Persons’ outside
business activities. These Code
provisions are intended to avoid

14

or mitigate material conflicts of
interest that may arise between
employees’ personal conduct
and their fiduciary duties.

Certain AIM personnel provide
AUIM with investment research
and recommendations through
a participating affiliate ar-
rangement (see in Iltem 10.B.1,
Other Financial Industry Activi-
ties and Affiliations — Relation-
ships with Related Persons:
Participating Affiliate). These
personnel, with respect to their
research and recommendation
activities, are considered ac-
cess persons and subject to the
personal trading requirements
in AUIM’s Code of Ethics.

Clients may obtain a copy of
AUIM’s Code of Ethics by
calling (877) 234-6862, sending
an email request to aegoin-
vestments@aegonusa.com, or
sending a written request to:

AEGON USA Investment
Management, LLC

4333 Edgewood Road NE
Cedar Rapids, 1A 52499
Attention: Chief Compliance
Officer

B. Material Financial
Interests
The compensation program for
portfolio managers consists of a
fixed base salary and a variable
performance incentive. The
performance incentive is based
on the following factors: the
economic performance of the
overall relevant portfolio man-
ager’s asset class; leadership
and communication with clients;
assisting with AUIM’s strategic
goals; and earnings results
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from either Aegon USA or
Aegon N.V.

Senior level investment profes-
sionals may also participate in
Aegon’s long-term compensa-
tion plan, which is a restricted
stock program with payout
based on a combination of
AUIM and Aegon N.V. perfor-
mance factors. Payment of the
long-term incentive program is
made after a three-year
vesting period.

Certain senior investment per-
sonnel may participate in an
alternative variable incentive
compensation program. This
program includes a combination
of a fixed-base salary, short-
term performance-based incen-
tives, and participation in
Aegon’s long-term incentive
restricted stock program. For
these individuals, payment of
the long-term incentive program
is made after a four-year
vesting period.

In certain limited circumstanc-
es, AUIM has and will pay a
retention bonus to key staff.

All incentive compensation par-
ticipation percentage varies by
the level of employee.

C. Principal Trading and
Cross Transactions
AUIM typically executes trades
in client accounts through the
open market. When deemed in
clients’ best interests, permissi-
ble by regulation and client
agreement, and consistent with
the firm’s best execution obliga-
tions, AUIM may engage in
transactions where it acts as
principal for an affiliate’s ac-

count, buying securities from or
selling securities to an unrelat-
ed client’'s account. AUIM wiill
disclose its principal capacity in
writing and obtain client con-
sent to each principal trans-
action before the settlement of
such transaction. When a
mutual fund is involved, the
transactions will be executed in
accordance with the require-
ments, including pricing meth-
odology, of Rule 17a-7 under
the Investment Company Act of
1940. When a private fund or
other pooled account is
involved, AUIM will follow client
guidelines and internal policies
designed to reasonably ensure
the transactions are appropriate
and fair to all accounts in-
volved.

AUIM does not generally en-
gage in transactions where the
firm or any person controlled by
or under common control with
the firm acts as a broker be-
tween advisory client accounts.
If AUIM engages in these
agency cross trades, it will ob-
tain the client’s prior written
consent in compliance with
Rule 206(3)-2 under the Act.

Although not a common prac-
tice, AUIM may engage in,
when it is in the best interests
of all clients involved and is
consistent with the firm’s best
execution obligations, internal
cross trades between two unre-
lated clients’ accounts.

AUIM frequently engages in
internal cross trades involving
two or more affiliated client
accounts. These cross trans-
actions are typically conducted
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at an affiliated client's request.

AUIM does not receive com-

pensation for such cross trans-

actions. These transactions are
typically priced based on one of
the following two standards
established by the client:

e Assets transferred between
accounts for the same affili-
ated client are considered
book value transfers. These
transfers can occur at any
time using the book values
as of the end of the prior
month.

e Assets transferred between
affiliated clients during the
first ten business days of the
month take place at the most
recent month-end prices.
Transfers that occur at any
other time during a month
are re-priced, subject to
AUIM’s pricing policies and
procedures, and transferred
within two business days.

AUIM does not intend to
engage in cross trades involv-
ing ERISA accounts.

AUIM may acquire securities to
resolve trade errors. While
these may technically constitute
principal transactions, the pur-
pose of these trades shall be to
appropriately resolve any trade
errors involving client securities.

D. General Investment
Advice
AUIM serves as investment
manager for many clients.
AUIM and its Supervised
Persons may give advice or
take action in performing duties
for certain clients, or for their
own accounts, that differs from
advice given to or action taken



for another client. AUIM is not
obligated to buy, sell or re-
commend for another client any
security or other investment
that AUIM or its affiliates may
buy, sell or recommend for any
other client or for their own
accounts. Further, AUIM may
provide investment services or
advice that is made available to
affiliated clients only.

Item 12 — Brokerage
Practices

A. Selecting Broker-dealers

AUIM has discretionary authori-

ty to select broker-dealers used

to place client trades unless
otherwise specified by the cli-
ent. AUIM seeks to execute
securities transactions for its
clients such that the client’s
total costs or proceeds in each
transaction are the most favor-
able under the circumstances.

The best net price, giving con-

sideration to brokerage com-

missions, spreads and other
costs, is an important factor in
this decision. A number of other
factors also are considered,
including but not limited to:

o AUIM's knowledge of negoti-
ated commission rates and
spreads;

¢ the nature of the security to
be traded,;

¢ the size and type of trans-
action;

¢ the nature and character of
the markets;

o desired timing of the trade;

¢ need for confidentiality and
anonymity;

e the broker-dealer’s settle-
ment capabilities, reputation,
and financial strength; and

e the broker-dealer's execution
services rendered on a con-
tinuing basis and in other
transactions.

AUIM does not trade with affili-
ated broker-dealers.

Fixed income portfolio manag-
ers generally negotiate and
execute trades with fixed in-
come dealers. For certain secu-
rities and transactions, they
also may utilize electronic trad-
ing platforms such as Bloom-
berg EMSX, MarketAxess, and
TradeWeb.

Evaluation of best execution in
the secondary market is gener-
ally based on a number of
factors, including dollar price,
yield, spreads, and dealer exe-
cution capabilities. Fixed in-
come strategies often rely on
broker-dealers that may offer
expertise in specific securities
or sectors of the market. Fixed
income portfolio managers may
base their broker-dealer selec-
tion on the broker-dealer’s in-
ventory and level of service
received.

In addition, a Best Execution
Committee comprising Portfolio
Managers from the Investment
Management Team and Com-
pliance Team provides guid-
ance on best practices and
compliance-related topics. Re-
sponsibilities of the Best
Execution Committee include
evaluating broker-dealer execu-
tion quality for fixed income
securities trading.
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B. Soft Dollar Benefits

Most of AUIM’s trading on
behalf of clients is with respect
to fixed income securities. Such
trading occurs on a principal
basis and does not involve the
payment of brokerage commis-
sions but rather, markups or
markdowns charged by market
makers. As a result, such fixed
income securities trades do not
generate soft dollar credits.
With respect to brokerage
transactions involving equity
securities, AUIM does not pay
higher brokerage commissions
to pay for research or to gener-
ate soft dollar credits. However,
certain full service broker-
dealers with whom AUIM trades
may provide unsolicited re-
search to AUIM. Generally
speaking, such research may
include written reports on the
economy, industries, sectors,
and individual companies or
issuers; appraisals and analysis
relating to markets and eco-
nomic factors; statistical infor-
mation; political analyses;
reports on legal developments
affecting specific issuers; infor-
mation on technical market
actions; credit analyses; and
analyses of corporate responsi-
bility issues. These arrange-
ments may be deemed to result
in the receipt by AUIM of soft
dollar benefits even though no
client brokerage commissions
are used to pay for them.

AUIM’s receipt of research may
present a conflict of interest
because AUIM may receive a
benefit that it does not have to
pay for from its resources, and
AUIM may be incented to select



broker-dealers based on the
receipt of research rather than
receiving the most favorable
execution. AUIM seeks to elim-
inate this conflict of interest by
directing brokerage transac-
tions to those broker-dealers
whom it believes provide best
execution.

Generally speaking, research
obtained from broker-dealers
does not relate to specific client
trades. Research received un-
der these arrangements may be
used in the management of all
AUIM client accounts, including
accounts of clients who may not
have traded with broker-dealers
that provide research. AUIM is
not able to attribute any specific
client costs or benefits associ-
ated with these arrangements.
AUIM believes that, in the ag-
gregate, research it receives
supplements the firm'’s re-
search, and to the extent used,
assists with AUIM’s investment
decision-making responsibili-
ties. AUIM also may share cer-
tain research with its affiliates.

C. Directed Brokerage

While AUIM generally selects

broker-dealers to place client

trades, clients may select
broker-dealers at their own dis-
cretion. If a client directs AUIM
to place securities transactions
through a broker-dealer, the
client should consider the fol-
lowing factors:

e The client may compromise
AUIM’s ability to seek best
execution.

¢ AUIM may not negotiate
commissions on the client’s
behalf, which may result in

higher commissions, or less
favorable net prices than
would be the case if the firm
alone selected the broker-
dealers.

e The client’s trades may not
be aggregated (blocked) with
similar trades for other client
accounts.

e As aresult of not being
blocked, directed transac-
tions will be traded on a rota-
tional basis, potentially
resulting in less favorable
executions.

e The client account may not
generate returns equal to
those of the firm’s clients
who do not direct brokerage.

As a result, such clients may
pay higher commissions and/or
receive less favorable net pric-
es than might be attained if the
firm were able to maintain dis-
cretion in the selection of
broker-dealers.

D. Trade Aggregation and
Allocation

AUIM allocates investment op-

portunities among clients in a

manner intended to result in fair

and equitable treatment to
clients over time. Factors that
may influence a decision to
allocate investment opportu-
nities among client accounts
include but are not limited to:

e Account investment objec-
tives, guidelines, and con-
straints;

e Current account holdings,
including asset class, sector,
industry, and issuer concen-
trations, both on an absolute
basis and relative to the ac-
count’s benchmark;
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e Desired risk profiles of the
account, including credit
guality, maturity, or duration
distributions, and the impact
the proposed investment
would have on these
measures;

e Cash availability and future
cash flow expectations; and

¢ Allocation considerations
based on criteria such as
round-lot provisions or mini-
mum transaction size.

Many of the accounts AUIM
manages trade in the same
securities. Given this, AUIM
combines transactions for dif-
ferent clients into aggregated
(blocked) orders. This practice
may enable the firm to seek
more favorable executions and
net prices. Portfolio Managers
may use any method to allocate
blocked transactions among
participating accounts, provided
the method is consistent with
AUIM’s policy and, over time,
no client is unduly favored over
another.

Some fixed income accounts
have certain restrictions or re-
quirements that prevent them
from participating in aggregated
trades. These accounts may be
traded in a different order or at
a different time than accounts
participating in blocked trades.
Trading and execution costs
may be different (higher or low-
er) than cost for accounts par-
ticipating in aggregated
transactions.

E. Trade Errors

Consistent with its fiduciary
duties, AUIM’s policy is to take
the utmost care in making and



implementing investment deci-
sions for client accounts. To the
extent that trade errors occur,
AUIM seeks to ensure that the
client’s best interests are ser-
viced when correcting such
errors. AUIM makes its deter-
minations regarding trade er-
rors on a case-by-case basis, in
its discretion, based on factors
it considers reasonable, includ-
ing regulatory requirements and
business practices.

A trade error generally is com-
pensable by AUIM to a client or
fund when it is a mistake
(whether an action or inaction),
in AUIM’s reasonable view, that
deviates from the applicable
standard of care in managing
an account. AUIM has adopted
trade error policies and proce-
dures to guide the resolution of,
and to help prevent the reoccur-
rence of, such errors.

AUIM will determine the amount
to be reimbursed, if any, based
on what it considers reasonable
in light of all of the facts and
circumstances related to an
error. AUIM may not reimburse
trade errors involving certain
affiliate client relationships
where AUIM is compensated at
cost for its services and not at
market rates.

In the event AUIM identifies a
trade error prior to the transac-
tion settlement date, AUIM will
generally book the correct
transaction into the client’s ac-
count and reverse and book the
incorrect trades into an AUIM
proprietary error account. The
transaction will not likely be
reflected on the client’s account

statement. An open-market
transaction to offset any incor-
rect trade will be performed in
AUIM’s error account. The cor-
recting transaction will be done
in a manner where AUIM bears
all the market risk (and will ab-
sorb any losses and retain any
gains), while the client’s ac-
count is not financially impact-
ed. If the foregoing process
cannot be followed due to the
nature of the error or the level
of gain or loss, then AUIM shall
determine the proper course of
action on a case-by-case basis.

AUIM will generally correct any
trade errors identified after the
original transaction settlement
date by executing open-market
transactions in the client’s ac-
count. Both the error and cor-
rection will be reflected in the
client's account. AUIM will re-
imburse the client’s account for
any losses, including any relat-
ed transaction costs. The cli-
ent’s account will retain any
gains. In general, AUIM will net
gains and losses across a cli-
ent’s accounts related to the
same trade error.

Item 13 — Review of Accounts

AUIM periodically reviews client
accounts. The frequency of
review varies, depending on the
level of activity, change, and
volatility inherent with each
account. As a result, the fre-
qguency of reviews will range
from daily to monthly. Account
fundamentals are reviewed
regularly.

Reviews are typically performed
by portfolio management or
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client service personnel and
generally include monitoring
performance, trading, and com-
pliance with client investment
guidelines and policies.

For affiliated insurance com-
pany clients, reports are pro-
vided monthly, quarterly, and
annually. For affiliated clients,
reports on account composition,
purchase and sale activity, and
yields are provided monthly,
while investment income

trends and gains and losses are
provided at least quarterly.

For unaffiliated clients, reports
typically are provided on a
monthly basis, and a Portfolio
Manager usually meets with a
client’s board or decision-
making body every 12 to 18
months. The contents of any
such reports may include mar-
ket commentary; account sum-
maries of monthly and year-to-
date account changes; perfor-
mance information; account
statistics, quality distributions
and any applicable credit-rating
changes; a description of the
account’s holdings; and any
purchases or sales. Such re-
ports and meetings may vary,
depending on the client’s par-
ticular needs or requirements.

Item 14 — Client Referrals and
Other Compensation

A. Client Referrals

AUIM has entered into com-
pensation arrangements with
certain related and other per-
sons who act as solicitors. Such
arrangements will at all times
be maintained in compliance
with Rule 206(4)-3 under the



Act. AUIM compensates solici-
tors based on a percentage of
the management fee it earns
from the account a solicitor has
introduced; a one-time fee; or a
combination of these. Similarly,
AUIM pays referral compensa-
tion to its affiliates, joint venture
partners, related persons, or
their employees. These referral
payments do not increase the
fees charged by AUIM to any
client.

Payment of solicitation com-
pensation may cause a solicitor
to recommend AUIM over an-
other adviser that does not pay
solicitation compensation. In
any case in which a solicitor
receives payment from AUIM,
such solicitor will have a conflict
in advising clients with respect
to hiring AUIM as an investment
adviser. Further, solicitors may
receive different amounts of
compensation with respect to
different AUIM products and
therefore may have incentives
to favor one or more products
over others.

AUIM and its affiliates also re-
ceive client referrals from unaf-
filiated consultants retained by
investors. AUIM and its affili-
ates may make payments to
these consultants to participate
in conferences sponsored by
those consultants in order to,
among other things, obtain in-
formation about industry trends
and investor investment needs.
In addition, AUIM and its affili-
ates may purchase products or
services from these consultants
or their affiliates. Payments for
conferences, products, or ser-

vices are not paid in connection
with consultant referrals.

B. Other Compensation
Other than compensation re-
ceived directly from AUIM, em-
ployees may not accept any
form of compensation for
providing advisory services.
AUIM maintains written policies
and procedures with respect to
the giving and receipt of gifts
and entertainment and the
giving of donations and contri-
butions. These policies and
procedures are reasonably de-
signed to comply with
applicable law, including pay-to-
play restrictions. The policies
and procedures prohibit giving
or receiving gifts, entertain-
ment, donations, or contribu-
tions that AUIM determines are
lavish or excessive under the
circumstances.

Item 15 — Custody

Unaffiliated clients are respon-
sible for selecting their custo-
dians. AUIM does not act as a
gualified custodian for client
accounts and, in the normal
course of its duties, does not
take physical custody or control
of client assets.

AUIM performs various back-
office functions for affiliated
clients, some of which consti-
tute custody under Rule 206(4)-
2 of the Act. With respect to
these arrangements, AUIM has
implemented the following cus-
tody controls:
e reasonable due inquiry to
verify that the custodians
provide clients with at least
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quarterly account state-
ments;

¢ internal policies and pro-
cedures and other controls
designed to prevent and mit-
igate AUIM or its employees
having unauthorized access
to client assets; and

e annual surprise exami-
nations by an independent
public accountant to verify
the existence of client as-
sets.

For certain private funds, in lieu
of a surprise exam, AUIM deliv-
ers clients audited financial
statements (presented in ac-
cordance with the requisite ac-
counting principles) within the
requisite timeframe specified in
the Custody Rule.

The auditors chosen to perform
the surprise examinations and
private fund audits are inde-
pendent public accountants
registered with, and subject to
regular inspection by, the Public
Company Accounting Oversight
Board.

Clients should receive state-
ments from their qualified cus-
todian at least quarterly. The
custodian’s statements repre-
sent the client’s official account
records. To ensure all account
transactions are proper, AUIM
urges clients to compare state-
ments received from AUIM to
statements received directly
from their custodian. AUIM
statements may vary from cus-
todial statements due to ac-
counting practices, reporting
dates, or valuation methodolo-
gies for certain securities.



Item 16 — Investment
Discretion

AUIM typically accepts discre-
tionary authority to manage
securities accounts on behalf of
its clients. AUIM typically enters
into an investment manage-
ment agreement with its clients
or a sub-advisory agreement
with relevant third parties. In
situations where AUIM has
discretionary authority pursuant
to the client agreement, an in-
vestment policy statement or
investment guidelines may be
agreed to by the client that
could limit AUIM’s discretionary
authority. When exercising dis-
cretionary authority, AUIM
determines, without obtaining
specific client consent, the
types and quantities of secu-
rities to buy and sell.

AUIM also has discretion to
select broker-dealers and other
counterparties to execute client
transactions. Accounts are
defined as discretionary as long
as AUIM is able to implement
its investment strategy. All dis-
cretionary accounts are in-
cluded in composites used to
present performance results.
AUIM may also enter into ar-
rangements where it does not
exercise investment discretion,
such as when a client imposes
conditional trading authority or
material investment strategy
restrictions.

Investment guidelines are moni-
tored by AUIM’s Portfolio Risk
Management & Control Team
(PRMC). This independent
team electronically monitors
client guidelines via the

BlackRock Aladdin® System. In
addition, AUIM utilizes the
BlackRock Aladdin® pre-trade
compliance system as well as
the Compliance Dashboard
function, a workflow tool, to
monitor client guidelines post-
trade and to prevent trades that
might violate a client’s guide-
lines.

Item 17 — Voting Client
Securities

AUIM votes proxies on behalf of
all client accounts for which it
has the requisite discretionary
authority except for situations in
which a client notifies AUIM in
writing that it has retained, and
intends to exercise, the authori-
ty to vote its own securities.
Clients also may ask AUIM to
vote their securities in accord-
ance with specific guidelines
furnished by the client, in which
case AUIM will vote such secu-
rities within the client’s guide-
lines.

AUIM primarily manages client
portfolios of debt securities. For
most fixed income clients, the
issues for which AUIM votes
fixed income securities general-
ly involve amendments to loan
documentation, borrower com-
pliance with financial cove-
nants, registration rights,
prepayments, insolvency, and
other distressed creditor situa-
tions. AUIM does not maintain
specific proxy voting policies or
guidelines regarding categories
of issues that come before fixed
income security holders. AUIM
votes fixed income matters on a
case-by-case basis, taking into
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account the unique circum-
stances related to a particular
borrower and other relevant
factors.

AUIM also votes proxies related
to equity securities that it advis-
es. AUIM's fixed income clients
may occasionally receive equity
interests resulting from the re-
structure of debt security in-
vestments or in other special
situations. AUIM also votes
proxies on the exchange-traded
funds (ETFs) to which it pro-
vides investment advice and
mutual funds that it sub-
advises. Routine proxy matters
associated with equity securi-
ties (including but not limited to
electing boards of directors,
selecting auditors, shareholder
rights, proxy contests, corpo-
rate governance matters, and
executive and director compen-
sation) typically are voted in
accordance with standard
guidelines.

AUIM will vote proxies when
doing so is in the best interest
of its clients, taking into consid-
eration all factors relevant to
the matters presented. In some
situations, acting in the client’s
best interest may include ab-
stention from voting. For exam-
ple, AUIM may abstain from
voting where the cost of voting
securities outweighs the bene-
fits (e.g., voting on international
securities where personal ap-
pearance is required, not hav-
ing sufficient information to vote
the proxy, etc.).

In fulfilling its proxy voting re-

sponsibilities, AUIM may face
conflicts of interest. For those



proxies involving a conflict of
interest, AUIM will seek to avoid
any impropriety or the appear-
ance of any impropriety. It may
retain an independent third par-
ty to research the proxy and
recommend a vote.

Clients may obtain a copy of
AUIM’s complete proxy voting
policies and procedures upon
request. Clients also may ob-
tain information from AUIM
about how it voted any securi-
ties on behalf of the client’s
account(s) by contacting (877)
234-6862 or aegoninvest-
ments@aegonusa.com.

Item 18 — Financial
Information

A registered investment adviser
is required to provide clients
with certain financial infor-
mation or disclosures about its
financial condition. AUIM does
not require or solicit pre-
payment of its investment advi-
sory fees six months or more in
advance, it does not have fi-
nancial commitments that
impair its ability to meet con-
tractual and fiduciary commit-
ments, and it has not been the
subject of a bankruptcy
proceeding.
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