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LORD ABBETT A.

Material Changes

No material changes have been made to this brochure since the last annual
update dated December 23, 2011. While there are no material changes to
report, we would like to highlight the following updates, enhancements,

and clarifications that have been made to the brochure.

+ Appendix 1, which is referenced in the Fees and Compensation section,
has been updated to reflect the current list of available strategies and all
changes to Lord Abbett’s standard institutional separate account fee

schedules that occurred since the last annual brochure.

« The Types of Clients section updates the range of account size minimums
for institutional clients to reflect that some strategies now require a

minimum investment of $100 million.

+ The Brokerage Practices section has additional disclosure to clarify

trading practices relating to batching and allocation of trades.
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LORD ABBETT A

Dear Client:

An increasingly complex investing environment, coupled with continued market volatility, has made it
difficult for investors to navigate investment options. We have created this document to provide you
with detailed information regarding Lord, Abbett & Co. LLC. The information included summarizes
key aspects of the types of strategies we offer, our approach to investment management, our trading

practices, and the policies and procedures that we have implemented to manage conflicts of interest.
We appreciate the trust and confidence that our clients have placed with Lord Abbett and hope this
information helps you to better understand the structure of our firm, the services we provide, and our

efforts to treat each of our clients fairly and equitably.

If you have any questions or would like any additional information regarding specific references within

this document, please feel free to contact your relationship manager.
Regards,

Daria L. Foster

Managing Partner



ADVISORY BUSINESS

Firm Overview

Lord, Abbett & Co. LLC (“Lord Abbett”) is an independent money
management firm founded in 1929. Lord Abbett provides discre-
tionary and non-discretionary investment management services to a
broad range of clients, including registered investment companies.
Managing money is the singular focus of Lord Abbett. All of
Lord Abbett’s investment and operations personnel are located in
Lord Abbett’s office in Jersey City, New Jersey. Lord Abbett is
owned solely by current and former senior professionals of the
firm and is not publicly traded. No individual or company owns
25% or more of Lord Abbett.

As of September 30, 2012, Lord Abbett’s assets under management
were approximately $126.1 billion, of which approximately $124.5
billion was managed on a discretionary basis and approximately
$1.7 billion was managed on a non-discretionary basis.

Investment Advisory Services

Lord Abbett manages equity, fixed income and balanced portfolios
across a wide range of investment strategies. Portfolio management
teams employ a rigorous investment approach and seek to provide
a prudent balance of risk and return. The firm’s investment pro-
cesses are supported by a strong internal focus on fundamental and
quantitative research.

We believe Lord Abbett’s in-house research efforts provide our
firm with a source of competitive advantage. We have dedicated
significant resources to this effort and continually work to improve
our fundamental and quantitative research.

Lord Abbett provides investment advisory services to the follow-
ing types of clients:

e Institutional Clients—Lord Abbett provides discretionary
investment advice to retirement and benefit plans, corporations,
public funds, foundations, endowments, unions, insurance
companies, religious and healthcare organizations, sovereign
wealth funds, pooled investment vehicles and family trusts.

* Registered Investment Companies—Lord Abbett provides
investment advisory services to a family of SEC-registered
investment companies (the “Lord Abbett Funds”) and registered
investment companies sponsored by unaffiliated third parties.

® Managed Account Services— Lord Abbett provides investment
advisory services, as well as non-discretionary security recom-
mendations in the form of model portfolios, through its
participation in two types of managed account or “wrap fee”
programs. These programs are referred to as Managed Accounts
and Model Portfolios.

—Managed Accounts—In traditional Managed Account pro-
grams, a client selects a financial institution “Sponsor,” which
provides a bundle of services for a single fee. Typically, this
bundle of services includes the recommendation to hire
Lord Abbett as a discretionary investment adviser, payment of

LORD ABBETT &

Lord Abbett’s investment advisory fee, ongoing monitoring
and evaluation of Lord Abbett’s performance, execution of the
client’s portfolio transactions and/or custodial services for the
client’s assets. In some Managed Account programs, so-called
“dual contract” programs, the client enters into both an invest-
ment management agreement with Lord Abbett and a program
agreement with the Sponsor. In a dual contract program, the
investment management fee may not be included in the Spon-
sor’s bundled fee and, in those cases, the client pays the
investment management fee directly to Lord Abbett.

—Model Portfolios—Pursuant to a master investment advisory
services agreement, Sponsors in Model Portfolios receive
Lord Abbett’s model securities portfolio for a particular
investment style. Based on the model, the Sponsor or its desig-
nated representative, often referred to as an “overlay manager,”
exercises investment discretion and executes each client’s port-
folio transactions predicated on the Sponsor’s or overlay
manager’s own investment judgment. Lord Abbett does not
provide Model Portfolios based on the individual needs of any
program client.

Differences In Investment Management Services

Lord Abbett provides investment management services through
Managed Account and Model Portfolio programs which generally
differ from the investment advisory services it furnishes to other
clients. Many of the primary differences include the investment
types and strategies used. Managed Accounts and Model Portfolios
generally tend to limit eligible investments to publicly traded
equity and fixed income securities while other Lord Abbett client
accounts may also invest in private placements and derivatives. In
addition, equity Managed Accounts generally do not participate in
initial or secondary offerings because of the difficulty in obtaining
sufficient allocations to distribute fairly across all client accounts.
Finally, Managed Accounts and Model Portfolios typically have
fewer holdings than other client portfolios. Lord Abbett typically
relies on the program Sponsor or consultant/financial adviser to
provide client portfolio reporting. Additional differences may
include the following:

e Equity securities transactions in Managed Accounts and Model
Portfolios generally are executed through the Sponsor without a
separate commission charge or at a fixed commission amount per
trade negotiated by the Sponsor. Equity securities transactions
for other Lord Abbett investment management clients are subject
to separate commission charges that are negotiated by Lord Abbett.

¢ Lord Abbett normally uses Sponsor- or consultant/financial
adviser-gathered information to assess the suitability of its
investment style to the individual needs and financial situation
of a Managed Account client and will not conduct any client
suitability determinations for clients in Model Portfolio
programs. Lord Abbett will rely exclusively on the Sponsor’s
suitability determination for programs in which a bank acts as a
corporate trustee of or is a fiduciary acting under an investment
management agreement with its client.



FEES AND COMPENSATION

Lord Abbett’s investment advisory fees typically are based on a
percentage of the value of the account. Fees are set based on the
investment strategy and type of investment services provided. Fees
for institutional client accounts normally are billed and payable in
arrears based on month- or quarter-end assets, subject to adjust-
ments for interim contributions to or withdrawals from an account.

Appendix 1 to this brochure contains Lord Abbett’s standard insti-
tutional separate account fee schedules and the typical range of fees
payable to Lord Abbett for Managed Account programs.
Lord Abbett retains discretion to negotiate the fees charged to
clients for investment advisory services, subject to applicable law.
Investment advisory fees may be negotiated in light of a client’s
special circumstances, asset levels, service requirements or other
factors, each as determined in Lord Abbett’s sole discretion. Fee
schedules may provide additional breakpoints on larger accounts,
including investment companies or other pooled investment vehi-
cles, and on liquidity accounts. Lord Abbett may charge different
advisory fees for different accounts and may agree to aggregate the
assets of related accounts to take advantage of breakpoints. Fees for
Managed Account programs are paid to Lord Abbett by the pro-
gram’s Sponsor from the single fee a client pays to the Sponsor.

From time to time, Lord Abbett may agree on a performance-based
fee structure with a qualified client, which fee structure will be designed
to be in compliance with the Advisers Act and other applicable law.

Lord Abbett’s management fees do not include fees charged by a
client’s custodian or the fees and other expenses deducted from the
assets of a fund in which a client account may invest. In addition,
client accounts usually incur transaction costs when they buy and
sell securities. For more information, please see the Brokerage
Practices section below.

Lord Abbett provides investment advisory and administrative ser-
vices to the Lord Abbett Funds. Lord Abbett receives investment
advisory and administrative fees for its services typically paid
monthly in arrears based on the average daily net assets of each
Fund at annual rates described in each Lord Abbett Fund’s
Prospectus and Statement of Additional Information.

PERFORMANCE-BASED FEES AND
SIDE-BY-SIDE MANAGEMENT

Lord Abbett may charge both performance-based fees and asset-
based fees. The management of accounts with performance-based
fees may have the potential to cause a conflict of interest by creat-
ing an incentive to favor accounts with performance-based fees in
order to generate greater revenue for Lord Abbett. A similar con-
flict may exist from managing client accounts paying a higher
asset-based fee than other accounts or accounts containing assets
owned by Lord Abbett, its employees or owners.

Lord Abbett has adopted securities allocation policies and proce-
dures to address these potential conflicts of interest. These policies
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and procedures are reasonably designed to monitor and prevent
Lord Abbett from inappropriately favoring one type of account
over another. Lord Abbett will allocate trades on a pro rata basis
among client accounts managed with the same investment disci-
pline, regardless of the investmentadvisory fees paid to Lord Abbett.

Certain considerations however may cause Lord Abbett to vary
the portfolio composition, timing and/or relative size of purchases
and sales among types of accounts. In all cases, these differences
reflect the investment management teams’ best efforts to manage
each portfolio in a common style in a manner that is designed to be
equitable to all clients over time, and take account of each account’s
inherent differences.

Lord Abbett periodically reviews performance dispersion among
all similarly managed accounts, including accounts subject to a per-
formance fee, to identify whether a particular account appears to
have been favored relative to other similar accounts. Further details
on Lord Abbett’s securities allocation policies and procedures are
provided in the Brokerage Practices section.

It is Lord Abbett’s policy that personnel of Lord Abbett involved
in decision-making for client accounts must act in accordance with
fiduciary standards. Where personnel know of conflicts among
client accounts or between client accounts and Lord Abbett and/or
Lord Abbett personnel, it is Lord Abbett’s policy to disclose
such contflicts in general form through delivery of this brochure or
otherwise in such manner as Lord Abbett may determine in its
discretion, depending on the circumstances.

TYPES OF CLIENTS

Lord Abbett provides advisory services to a variety of institutional
clients, the Lord Abbett Funds and other registered investment
companies sponsored by third parties and various Managed
Accounts. For institutional clients, Lord Abbett typically requires
a minimum account size that ranges between $10-$100 million
based on the particular strategy being used for the account.
Lord Abbett reserves the right, in its sole discretion, to waive or
change investment minimums in certain circumstances.

Managed Accounts are typically smaller in size. The minimum
account size for Managed Accounts is generally $50,000, depending
on the Sponsor’s requirements, with the exception of accounts
investing in municipal securities, for which the minimum account
size is generally $250,000. The minimum account size for a Man-
aged Accountunder a Dual Contract program is generally $100,000.

METHODS OF ANALYSIS,
INVESTMENT STRATEGIES
AND RISK OF LOSS

Methods of Analysis

Lord Abbett provides investment advisory services across a broad
range of strategies and asset classes. The method of analysis varies
based on each strategy. In general, our approach is as follows:



Equities

Lord Abbett manages a wide range of equity investment products,
including growth, core, and value oriented products. Some
approaches focus on specific capitalization ranges—micro cap,
small cap, mid cap and large cap. Other approaches look for invest-
ment opportunities in more than one capitalization category or
across all capitalization levels. Lord Abbett manages both domestic
and international equity strategies. Lord Abbett’s investment
approach at its core is based on a belief in active management and
risk controls. This belief is grounded in a foundation of fundamental
and quantitative research.

Investments in equity markets are subject to many risks including the
risk of general market fluctuations and company-specific changes in
profitability. Also, small and micro cap company securities tend to be
more sensitive to changing economic conditions and tend to be more
volatile and less liquid than equity securities of larger companies. In
addition, investments in foreign companies may be adversely affected
by political, economic and social volatility, lack of transparency or
inadequate regulatory and accounting standards, inadequate exchange
control regulations, foreign taxes, higher transaction and other costs,
and delays in settlement.

Fixed Income

Lord Abbett invests in fixed income instruments across the duration
(from money market and short duration to intermediate to long
bond) and credit (from investment grade to high yield) spectrums in
both the taxable and tax-exempt market places. Lord Abbett also
offers an emerging markets currency strategy. Some approaches seek
investment opportunities across various sectors, including govern-
ment, mortgage, corporate, municipal, and emerging market debrt,
while others are limited to one or more of those sectors. Lord Abbett’s
fixed income investment teams generally rely on a combination of
fundamental and quantitative research capabilities to aid security
selection within their portfolios.

Investments in both taxable and tax-exempt fixed income securities
are subject to many risks, including interest rate, regulatory, liquidity,
mortgage prepayment, issuer or credit, and distressed debt/default
risks. Tax-exempt bonds may be subject to adverse effects due to
governmental actions, including actions by local, state and regional
governments. Finally, convertible securities are subject to risks
affecting both equity and fixed income securities, including market,
credit and interest rate risk.

General Risks

In addition to the strategy-specific risks identified above, there are
more general risks associated with investing as well. Investing in
securities involves a risk of loss that all clients should be prepared to
bear. If a security is denominated in a currency other than the U.S.
dollar, there is a risk that the value of that security will be dimin-
ished due to fluctuations in the relative value of the foreign currency
against the U.S. dollar. Lord Abbett may use derivatives such as
swaps, forwards, futures, options on futures and other options,
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which are subject to additional risks, including that the value of the
derivative may not correlate with the value of the underlying secu-
rity, rate or index, that portfolio volatility may increase due to the
leverage associated with the use of derivatives, and that the coun-
terparty to the derivative may be unable to satisfy its obligations.

Research Information

Portfolio management teams generally use both qualitative and
quantitative research in the investment process. Generally, each
investment team leverages analysts who are organized along
industry lines to conduct company research through on-site visits
to companies, competitors, suppliers, and customers. Analysts also
attend management meetings that occur at our office in New Jersey
and relevant industry conferences. Sharing of information between
investment teams occurs on a formal and informal basis. Daily
investment meetings facilitate communication between the research
analysts and among different portfolio management teams.

Investment Guidelines, Client Requests
and Account Management

Lord Abbett seeks to manage accounts with the same strategy in a
uniform manner. However, Lord Abbett may agree to accommo-
date requests to incorporate specific client direction into
Lord Abbett’s investment approach. For example, Lord Abbett
may accept client accounts with broad-based investment restric-
tions, such as environmental, social and governance investing
guidelines. Lord Abbett’s compliance with a client’s environmen-
tal, social or governance investing guidelines will be based on its
good faith efforts.

In this regard, Lord Abbett may employ a third party service to
provide information regarding companies that fall within such des-
ignated categories. Lord Abbett generally will utilize the
information supplied by the third party’s research and will rely
upon the accuracy and completeness of such third party research,
unless Lord Abbett has actual knowledge of a mischaracterization
of a company by the third party. Lord Abbett may but is not
required to supplement the third party’s research with information
from other market data services such as Bloomberg and Factset, as
well as its own internal research, to determine the suitability of
holding certain securities.

Lord Abbett may seek to accommodate requests by Managed
Account clients or their investment consultants to consider tax opti-
mization strategies. In doing so, Lord Abbett may invest in exchange
traded funds, or ETFs, to maintain a particular investment exposure
while it seeks to avoid a tax “wash sale” result. This could result in
a taxable event for that client leading to results that may differ from
the experience of other Managed Account clients that are not seek-
ing to optimize their tax profile.

From time to time, Lord Abbett may invest in ETFs, investment
companies, and other commingled or pooled vehicles (e.g., CLOs,
CDOs, etc.) for a variety of investment reasons, including to
facilitate the handling of cash flows or trading, or to provide a more



efficient means to obtain market exposure. All fees and expenses
associated with investing in an investment company or other com-
mingled or pooled vehicle, including the imbedded investment
management fee, are in addition to the advisory fees paid by the
client to Lord Abbett, and may reduce the account’s performance.

Investment Strategies

The following chart lists Lord Abbett’s investment strategies:

Domestic Equity

Multi Cap Value

Small Cap Core
Large Cap Value Multi Cap Growth
Mid Cap Value
Smid Cap Value

Small Cap Value

Large Cap Growth
Mid Cap Growth
Small Cap Growth
Micro Cap Value Micro Cap Growth

Large Cap Core

Large Cap Value Dividend Growth

Mid Cap Value

International Equity
International Core EAFE Plus International Dividend

International Core ACWI ex. U.S.

International Small Cap Core

Balanced

Domestic Equity & Taxable Fixed Income
Domestic Equity & Tax Free Income

Taxable Fixed Income

Short Duration Government

Core Bank Loans

Core Plus Multi-Sector
Inflation Linked High Yield

Corporates Convertibles
Emerging Markets Currency

Tax Free Income

AMT Free
High Yield

Short Duration

Intermediate Duration

Long Duration

DISCIPLINARY INFORMATION

Neither Lord Abbett nor its management personnel have been the
subject of legal or regulatory findings, or are the subject of any
pending criminal proceedings that are material to a client’s or pro-
spective client’s evaluation of our advisory business or the integrity
of the firm.
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OTHER FINANCIAL INDUSTRY
ACTIVITIES AND AFFILIATIONS

Lord Abbett has three affiliated entities:

¢ Lord Abbett Distributor LLC, a New York limited liability
company and a subsidiary of Lord Abbett, is registered as a
broker-dealer under the Securities Exchange Act of 1934 and is
a member of the Financial Industry Regulatory Authority, Inc.
Lord Abbett Distributor is a limited purpose broker-dealer that
serves as the principal underwriter for the Lord Abbett Funds
and as placement agent for privately offered, commingled funds
sponsored by Lord Abbett.

¢ Lord, Abbett Asia LLC (“Lord Abbett Asia”), a Delaware
limited liability company and a subsidiary of Lord Abbett,
provides client liaison services from its branch office located in

Japan. Lord Abbett Asia also may refer investment advisory
business to Lord Abbett.

¢ Lord Abbett China Asset Management Company Limited
(“Lord Abbett China”), a fund management company orga-
nized as a joint venture under the laws of the People’s Republic
of China, is an investment management company doing
business in China. Lord Abbett is a substantial minority
investor in Lord Abbett China.

Lord Abbett has entered into an arrangement with Wilshire Associates
Incorporated (“Wilshire”) under which Wilshire and Lord Abbett
have agreed to cooperate in the joint marketing and support of certain
model portfolio strategies designed by Wilshire (referred to in this
paragraph as the “Wilshire strategies”) to invest exclusively in certain
of the Lord Abbett Funds. Wilshire generally makes the Wilshire
strategies available to independent investment advisers through
third party investment platforms. Lord Abbett receives no direct
compensation with respect to the marketing of the Wilshire strate-
gies or Wilshire’s provision of advisory services. Lord Abbett and
Lord Abbett Distributor LLC receive fees in their respective roles
from the Lord Abbett Funds. Lord Abbett does not recommend or
select other investment advisers for its clients and is not responsible
for the selection or oversight of Wilshire.

CODE OF ETHICS, PARTICIPATION
OR INTEREST IN CLIENT
TRANSACTIONS AND PERSONAL
TRADING

Lord Abbett has implemented policies and procedures generally
relating to portfolio management, trading practices and employee
personal trading that are designed to manage any actual or potential
conflicts of interest.



Code of Ethics

Lord Abbett has adopted a Code of Ethics (the “Code”) designed to
set forth general ethical and fiduciary principles and the standard of
conduct that we require of our personnel. The Code sets forth cer-
tain restrictions on activities, such as personal trading and receipt of
gifts and entertainment, which may give rise to conflicts of interest.
All personnel are required to certify quarterly that they have com-
plied with the terms of the Code. Compliance with the Code is a
condition of employment for all personnel and a violation of the
Code or any related policies may result in disciplinary action, which
may include termination of employment. Below is a summary of
key provisions of the Code. A copy of the Code may be obtained by
calling Lord Abbett’s Chief Compliance Officer at 201-827-2000.

Personal Trading

The Code requires that all Lord Abbett personnel must receive
prior approval to execute certain personal securities transactions.
Personal transactions generally will not be permitted if any client
account is then trading in the same securities or if trading on behalf
of any client account is under consideration within a specified time
frame. The Code’s restrictions on personal trading apply to accounts
over which Lord Abbett personnel and/or certain immediate
family members have investment discretion or accounts in which
they may have a beneficial interest. The Chief Compliance Officer
or General Counsel may grant an exception to the prior approval
requirement for personal securities transactions and certain
reporting requirements on a case-by-case basis, if it is determined
that the proposed conduct does not involve any opportunity for
abuse and does not involve a material conflict with client interests.

Gifts and Entertainment

The Code and Lord Abbett’s Gifts and Entertainment Policies and
Procedures place strict limits on the receipt of gifts, travel and
by Lord Abbett
Lord Abbett personnel may participate in entertainment opportu-

entertainment personnel.  Occasionally,
nities related to legitimate business purposes, subject to the
requirements and limitations set forth in the Code and the Gifts

and Entertainment Policies and Procedures.

Investments by Lord Abbett and Our
Personnel in Products We Manage

From time to time, Lord Abbett has seeded several proprietary
accounts for the purpose of evaluating a new investment strategy
that eventually may be available to clients as a new mutual fund or
other investment vehicle. Such proprietary accounts also may serve
the purpose of establishing a performance record to enable
Lord Abbett to offer such an account’s investment style to clients. In
addition, Lord Abbett personnel may be investors in the Lord Abbett
Funds or maintain separate accounts in strategies that Lord Abbett
manages for its clients. Lord Abbett’s management of accounts with
proprietary interests along side non-proprietary client accounts may
create an incentive to favor the proprietary accounts over the non-

LORD ABBETT &

proprietary accounts in the allocation of investment opportunities,
time, aggregation and timing of investments. Lord Abbett has estab-
lished allocation policies and procedures that require Lord Abbett
investment personnel to make purchase and sale decisions and
allocate investment opportunities among client accounts consistent
with its fiduciary obligations, including avoiding favoring any
accounts over others over time. Please see Brokerage Practices—
Trade Aggregation and — Allocation of Trade Executions below for
more information on these policies and procedures.

Other Potential Conflicts of Interest

Lord Abbett recommends transactions to, and makes investment
decisions on behalf of, clients based solely on investment consider-
ations, including whether the investments are suitable for the client
and are consistent with the client’s investment objectives, policies
and restrictions. To the extent permitted by law and/or account
guidelines, Lord Abbett may cause client accounts to invest in
securities issued by companies with which Lord Abbett has mate-
rial business relationships, including companies that act as a
Managed Account Sponsor, that distribute or place orders on
behalf of clients for shares of the Lord Abbett Funds, or that are, or
are related to, Lord Abbett clients. In addition, Lord Abbett per-
sonnel may buy or sell securities that Lord Abbett has recommended
to, or purchased or sold on behalf of, clients. Lord Abbett also may
recommend to clients the purchase or sale of securities in which it
or its personnel have a financial interest, including the Lord Abbett
Funds. These transactions are subject to the requirements and
limitations set forth in Lord Abbett’s Code and related policies, as
well as to the requirements of the Investment Advisers Act of 1940,
the Investment Company Act of 1940 and/or other applicable laws.
It is Lord Abbett’s policy that our clients’ interests come first.
Lord Abbett’s ability to place and/or recommend transactions may
be restricted by applicable regulatory requirements and/or its
internal policies designed to comply with such requirements.

BROKERAGE PRACTICES

Below we describe our core business practices relating to trading
and brokerage. In addition, we provide information regarding cer-
tain conflicts of interest that may arise in connection with the
execution of trades for client accounts and describe the policies and
procedures that we have designed and implemented to help us
manage these conflicts of interest.

Broker Selection and Best Execution

Generally, the discretionary investment authority granted to
Lord Abbett by each client includes discretion over client brokerage.
This means that Lord Abbett has discretion to select broker-dealers
and negotiate the transaction costs, including commissions or
spreads, in the execution of client portfolio transactions. Clients in
Managed Account, commission recapture or directed brokerage
programs, however, limit Lord Abbett’s discretion with respect to
the selection of broker-dealers. Please see the discussion regarding
Lord Abbett’s client brokerage policies in these circumstances.



When exercising discretion over client brokerage, itis Lord Abbett’s
policy to seek “best execution,” or the most favorable results under
the circumstances, when placing orders for securities transactions
for client accounts. Lord Abbett’s determination of best execution
may not necessarily mean that the client is paying the lowest pos-
sible commission rate or spread, as there are several additional
important factors to consider when evaluating best execution in
client brokerage. Thus, Lord Abbett will not select broker-dealers
solely on the basis of “posted” or “standard” commission sched-
ules, nor will it always seek advance competitive bidding for the
most favorable commission rate or spread applicable to a particular
transaction. Lord Abbett has adopted policies and procedures
designed to ensure that the choice of brokerage firm to execute
transactions is based on considerations relevant to secking best
execution and not other factors such as a broker’s ability to refer
clients to Lord Abbett or distribute Lord Abbett Funds. When
selecting a broker-dealer, Lord Abbett considers its execution
capabilities, including block positioning, financial stability, ability
to maintain confidentiality, delivery capability, ability to obtain
best price, and value and availability of research services or credit
arrangements for the purpose of obtaining such research services.
Lord Abbett may use alternative execution venues in lieu of placing
transactions with a traditional brokerage firm, or computer-driven
order routing techniques (such as “algorithmic trading”) to facili-
tate best execution and to reduce other transaction costs.

In seeking to obtain best execution, Lord Abbett recognizes that
some broker-dealers are better at executing some types of orders
than others and it may be in the clients’ best interests to use a bro-
ker-dealer whose commission rates are not the lowest but whose
executions and other services Lord Abbett believes may result in
lower overall transaction costs or more favorable or more certain
results. Lord Abbett also may pay higher commission rates to
broker-dealers on particular client transactions if Lord Abbett
believes that the client has obtained best execution and the com-
mission rate paid by the client is reasonable in relation to the
overall value of the execution and any other services provided by
the broker-dealer. The reasonableness of commissions is based on
Lord Abbett’s view of the broker’s ability to provide professional
services, competitive commission rates, research and other services
which will help Lord Abbett in providing investment advisory ser-
vices to its clients, viewed in terms of either the particular
transaction or Lord Abbett’s overall responsibility to its clients. In
particular, Lord Abbett may pay higher commission rates to those
broker-dealers whose execution abilities, brokerage or research
services or other legitimate and appropriate services are deemed
helpful by Lord Abbett’s investment teams in the overall manage-
ment of client accounts.

Lord Abbett may effect “cross” transactions between client
accounts, including registered investment companies. In these
cases, one client account will purchase securities held by another
client account. Lord Abbett effects these transactions only (1)
when it deems the transaction to be in the best interests of both
client accounts and (2) at a price that Lord Abbett has determined

10

LORD ABBETT &

by reference to independent market indicators, which Lord Abbett
believes to constitute “best execution” for both accounts. Neither
Lord Abbett nor any related party receives any compensation in
connection with “cross” transactions.

Managed Accounts

Lord Abbett generally places all transactions in equities for Man-
aged Accounts through the Sponsor or a broker-dealer firm
designated by the Sponsor. For these types of equity transactions,
Lord Abbett does not negotiate brokerage commissions since exe-
cution costs are included in the overall fees charged by the Sponsor
or are set as a fixed commission amount per trade by the Sponsor.
Lord Abbett’s practice avoids the incremental brokerage costs that
would be incurred if Lord Abbett used for such transactions bro-
ker-dealers other than the Sponsor. Since execution costs are
included in the client’s single fee agreed with the Sponsor and are
not individually negotiated, Lord Abbett typically does not moni-
tor or evaluate the commission rates clients pay or the nature and
quality of the services (i.e., best execution) they receive from Spon-
sors and their designated service providers, including broker-dealer
firms. Lord Abbett may execute fixed income transactions for
Managed Accounts at financial institutions other than the Sponsor.
Each client should evaluate whether particular Managed Accounts
or Model Portfolios are suitable for his or her needs, including the
fees charged and services provided.

Transactions Involving Non-U.S. Securities
and Depositary Receipts

Some client accounts may not be able to hold non-U.S. securities in
direct or “ordinary” form because of custodial limitations or other
restrictions. In these cases, Lord Abbett generally will buy deposi-
tary receipts (“DRs”) or may arrange for the purchase of ordinary
shares in non-U.S. markets that settle and convert into DRs. For
certain Managed Accounts, when Lord Abbett arranges for the
conversion of the non-U.S. ordinary shares into DRs or for the
withdrawal and subsequent sale of the underlying non-U.S. shares
from the DR custodian, Lord Abbett may use a “step-out” bank or
broker-dealer unaffiliated with the Sponsor to effect the DR con-
version or withdrawal transaction. Fees and costs associated with
each of the DR conversion and withdrawal transactions typically
are included in the net price of the transaction and borne by the
client. As a result, such fees and costs are in addition to any charges
for investment commissions and/or execution otherwise included
in the Sponsor’s overall fee.

Trade Aggregation

When appropriate, Lord Abbett will seek to combine or “batch”
purchases or sales of a particular security when executing client
transactions that are placed at or about the same time that don’t
have different execution conditions, such as market or limit orders.
Orders placed for execution at the prevailing market price may be
filled before orders subject to price limits. In addition, not all simi-
larly situated accounts will necessarily participate in the same



batched order due to issues such as cash flow considerations,
investment restrictions, tax concerns and brokerage restrictions.

When transactions for all products using a particular investment
strategy are communicated to the trading desk at or about the same
time, Lord Abbett generally will place trades first for transactions
on behalf of the Lord Abbett Funds and non-directed, unrestricted
individually managed institutional accounts, second for restricted
accounts, third for Managed Accounts by Sponsor or consultant/
financial adviser (as described below), and finally for directed
accounts. In instances in which the same equity security or group
of securities is used in more than one investment strategy,
Lord Abbett normally will place transactions first on behalf of the
investment strategy that it views as the primary strategy. For exam-
ple, Lord Abbett typically will place transactions for large
capitalization equity accounts before those for balanced strategy
accounts that invest in large capitalization equity securities. How-
ever, in particular situations, Lord Abbett may determine in its sole
discretion to place transactions for one group of accounts before or
after the remaining accounts based on a variety of factors, including
size of overall trade, allocation to the primary strategy, the broker-
dealer’s commitment of capital, liquidity or other conditions of the
market, or confidentiality. Lord Abbett’s overall policy is to treat
similarly situated groups of accounts equitably over time.

From time to time, a batched order may not be fully filled during a
trading day and may be cancelled or subsequently filled or com-
bined with orders for other accounts and then filled. Each account
that participates in a particular batched order will do so at the aver-
age price for all transactions related to that batched order.

Lord Abbett generally allocates securities purchased or sold in a
batched transaction among participating client accounts on a pro
rata basis. In certain strategies, however, a pro rata allocation of the
securities or proceeds may not be possible or desirable, as described
below. Lord Abbett will decide how to allocate the securities or
proceeds according to each account’s particular circumstances and
needs, and in a manner Lord Abbett believes is fair and equitable to
clients over time in light of a variety of factors.

At times, Lord Abbett is not able to batch purchases and sales for
all accounts or products it is managing, such as when an individu-
ally managed account client directs it to use a particular broker for
a trade (sometimes referred to herein as “directed accounts”) or
when a client restricts Lord Abbett from selecting certain brokers
to execute trades for such account (sometimes referred to herein as
“restricted accounts”). When it does not batch purchases and sales
among products, Lord Abbett usually uses a rotation process for
placing equity transactions on behalf of the different groups of
accounts or products with respect to which equity transactions are
communicated to the trading desk at or about the same time.

Managed Accounts

Lord Abbett generally will not batch equity transactions for
Managed Accounts with transactions for the Lord Abbett Funds
and unrestricted (as to transaction execution) individually managed
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institutional accounts, and these clients will not derive the same
advantage from batching orders as a single transaction for the pur-
chase and sale of a particular security. However, in certain
circumstances, Lord Abbett may batch Managed Accounts and
unrestricted individually managed institutional account trades in
ordinary shares in non-U.S. markets that settle and convert into
DRs. Accounts subject to batching may receive more favorable
results than accounts for which execution costs are covered as part
of such service. Lord Abbett generally will batch equity transac-
tions for Managed Accounts for execution through the same
Sponsor or directed broker-dealer. Lord Abbett frequently places
transactions in fixed income securities with or through firms other
than the Managed Account Sponsor or directed broker-dealer. Such
transactions occur at net prices, which are built into the security’s
purchase or sale price and are ultimately borne by the client.

Where Lord Abbett manages the same product for multiple Spon-
sors or consultants/financial advisers, Lord Abbett will rotate the
order in which it places equity transactions among the relevant
accounts. Lord Abbett normally uses a rotation methodology
designed to avoid systematically favoring one Sponsor or group
over another and to treat similarly situated groups of accounts
equitably over time. Lord Abbett may deviate occasionally from
this rotation methodology to take advantage of special opportuni-
ties in the market. Transactions in certain limited-supply securities
typically will not be subject to this rotation methodology because
not all Sponsors or directed broker-dealers will have access to, or
an adequate supply of, such limited-supply securities. Lord Abbett
may also place a Sponsor’s or directed broker-dealer’s transactions
after those of other Sponsors/directed broker-dealers to avoid
delays Lord Abbett deems too long in execution of transactions for
such accounts. These accounts would be consistently placed at the
end of the rotation schedule among Sponsors, which may disad-
vantage such accounts, depending on market conditions.

Model Portfolios

Lord Abbett typically releases its model portfolio holdings infor-
mation to a Sponsor daily. When the related Lord Abbettinvestment
team makes core changes to the model, Lord Abbett generally will
communicate its model portfolio holdings information to the
Sponsor during that Sponsor’s turn in the trading rotation, or
otherwise after Lord Abbett’s completion of the trading rotation.
The Sponsor or an overlay manager is responsible for adjusting
existing Model Portfolio accounts to conform to the core changes
during the Sponsor’s turn in the trading rotation. Lord Abbett may
allot a period of time for a Model Portfolio’s Sponsor to arrange
executions for accounts managed pursuant to Lord Abbett’s model
portfolio before moving to the next Sponsor’s turn in the trading
rotation. Model Portfolio clients may also experience account
performance that is different from the results obtained when
Lord Abbett exercises investment discretion due to the timing and
implementation of orders by a Sponsor or overlay manager.



Allocation of Trade Executions
Once a batched order is filled, Lord Abbett generally allocates the

securities or cash on a pro rata basis among the participating client
accounts. In the event that there is limited availability or limited
liquidity for investments, however, a pro rata allocation may not be
possible or desirable. For example, limited availability may exist,
without limitation, in asset classes such as senior loans, high yield
securities, fixed income securities, emerging markets, regulated
industries, small and micro cap securities, and initial public offer-
ings or new issues. In these cases, Lord Abbett’s investment
management teams may make allocations that reflect a number of
other factors based on Lord Abbett’s good faith assessment of the
investment opportunity relative to the objectives, limitations and
requirements of each clientaccount. These factors, which Lord Abbett
applies in a manner that it believes is fair and equitable to clients
over time, may include, without limitation, (i) client-specific consid-
erations, including investment objectives, guidelines and restrictions,
risk profile and anticipated liquidity needs, (ii) type of account,
(iif) number of securities relative to size and expected future size of
an account, (iv) availability of other appropriate investment oppor-
tunities, (v) other holdings and/or prior allocation affecting an
account, (vi) rebalancing needs, such as over- or under-weighting in
a particular investment, industry, sector, credit rating, maturity, and
coupon or interest rate, of an account, (vii) minimum denomination,
increments, and round lot considerations, (viii) tax considerations,
and (ix) purchases for newly established accounts for which
Lord Abbett is seeking to fully invest as promptly as possible.

Accordingly, Lord Abbett may increase or decrease the amount
of securities allocated to one or more accounts if necessary, under
certain circumstances. Lord Abbett’s allocation decisions among
client accounts may be more or less advantageous to any one
account or group of accounts. As a result of these allocation issues,
the amount, timing, structuring or terms of an investment by a client
account may differ from, and performance may be lower than,
investments and performance of other client accounts. Client
accounts that either receive a less than pro rata or no allocation of
an investment opportunity that performs well may experience
lower performance overall.

Further, when modeling orders for client accounts that include
accounts that may invest across multiple asset classes, investment
allocation varies. With respect to “mixed asset class accounts” man-
aged by two or more portfolio manager teams (e.g., balanced
strategy), the portfolio manager for a particular asset class generally
will determine an account’s positioning for pro rata allocation
purposes based on the portfolio’s target allocation to that asset
class rather than the size of the account as a whole. However, for
mixed asset class accounts managed by a single portfolio manager
team (e.g., high yield), such accounts will be positioned for pro rata
allocation purposes based on the total size of the account regardless
of the target allocation to the relevant asset class.
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Client Commission Arrangements
and Soft Dollars

It is Lord Abbett’s policy to seek to obtain best execution on all
client transactions over which Lord Abbett exercises discretion.
However, under circumstances consistent with applicable law and
regulation, Lord Abbett may select broker-dealers that furnish
Lord Abbett with proprietary and third party brokerage and
research services in connection with commissions paid on transac-
tions it places for client accounts. Lord Abbett has entered into
Client Commission Arrangements with a number of broker-dealers
that it selects to execute client transactions from time to time. These
Client Commission Arrangements provide for the broker-dealers
to pay a portion of the commissions paid by eligible client accounts
for securities transactions to providers of certain research services
designated by Lord Abbett, including affiliates of such broker-
dealers who may provide Lord Abbett with research services.
Lord Abbett may initiate a significant percentage, including up to
all, of a client’s equity transactions with broker-dealers pursuant to
Client Commission Arrangements.

Lord Abbett believes that access to independent investment
research is beneficial to its investment decision-making processes
and, therefore, to its clients. Receipt of independent investment
research allows Lord Abbett to supplement its own internal
research and analysis and makes available the views of, and infor-
mation from, individuals and the research staffs of other firms. The
receipt of research services from broker-dealers therefore does not
tend to reduce the need for Lord Abbett to maintain its own
research personnel. Further, Lord Abbett values the receipt of
independent, supplemental viewpoints and analyses. Any invest-
ment advisory or other fees paid by clients to Lord Abbett are not
reduced as a result of Lord Abbett’s receipt of research services
from broker-dealers. Also, the expenses of Lord Abbett would be
increased substantially if it attempted to generate such additional
information through its own staff or if it paid for these products or
services itself. To the extent that research services of value are pro-
vided by or through such broker-dealers, Lord Abbett will not
have to pay for such services itself. In addition, Lord Abbett may
select broker-dealers that provide research services in order to
ensure the continued receipt of such research services which
Lord Abbett believes are useful in its investment decision-making
process. Lord Abbett may have an incentive to execute trades
through certain of such broker-dealers with which it has negotiated
more favorable Client Commission Arrangements. To the extent
that Lord Abbett uses brokerage commissions paid in connection
with client portfolio transactions to obtain research services, the
brokerage commissions paid by such clients might exceed those
that might otherwise be paid for execution only. These circum-
stances give rise to actual and potential conflicts of interest. In
order to manage such conflicts of interest, Lord Abbett has adopted
internal procedures designed to ensure that (1) the value, type and
quality of any products or services it receives from broker-dealers
are permissible under applicable law, and (2) investment transac-
tions are placed based solely on best execution considerations.



Lord Abbett believes that any brokerage and research services
received from a broker-dealer are, in the aggregate, of assistance to
Lord Abbett in fulfilling its overall responsibilities to its clients.
Accordingly, research services received for a particular client’s bro-
kerage commissions may be useful to Lord Abbett in the
management of that client’s account, but also may be useful in
Lord Abbett’s management of other clients’ accounts; similarly, the
research received for the commissions of other client accounts may
be useful in Lord Abbett’s management of that client account.
Thus, Lord Abbett may use brokerage and research services
received from broker-dealers in servicing any or all of its accounts,
and not all of such services will necessarily be used by Lord Abbett
in connection with its management of every client account. Such
products and services may disproportionately benefit certain cli-
ents relative to others based on the amount of brokerage
commissions paid by the client account. For example, Lord Abbett
may use research services obtained through soft dollar arrange-
ments, including Client Commission Arrangements, in its
management of certain directed accounts, Managed Accounts, and
accounts of clients who may have restricted Lord Abbett’s use of
soft dollars regardless of the fact that brokerage commissions paid
by such accounts are not used to obtain research services.

All accounts included in a batched transaction executed through a
broker-dealer pursuant to a Client Commission Arrangement pay
the same commission rate, regardless of whether one or more
accounts within the batched order has prohibited Lord Abbett
from receiving any credit toward such services from its commis-
sions. Some broker-dealers who have negotiated an arrangement
with Lord Abbett for the provision of brokerage and research ser-
vices may offer a lower commission rate for client accounts not
participating in such arrangement. It is Lord Abbett’s policy, how-
ever, to seek to include non-participating accounts in a batched
trade, as Lord Abbett believes these non-participating accounts
would receive overall better execution notwithstanding the fact that
the non-participating account may be able to pay a lower commis-
sion rate if it were not included in the batched trade.

In some cases, Lord Abbett may receive a product or service from
a broker-dealer that has both an “equity research” and a “non-
equity research” use. When this occurs, Lord Abbett makes a good
faith allocation between the equity research and non-equity
research uses of the product or service. The percentage of the prod-
uct or service Lord Abbett uses for equity research purposes may
be paid for with client commissions, while Lord Abbett will use its
own funds to pay for the percentage of the product or service that
it uses for non-equity research purposes. In making this good faith
allocation, Lord Abbett faces a potential conflict of interest, but
Lord Abbett believes that its allocation procedures are reasonably
designed to ensure that it appropriately allocates the anticipated
use of such products or services to their equity research and non-
equity research uses.

Lord Abbett periodically assesses the contributions of the equity
brokerage and research services provided by broker-dealers and
creates a ranking of broker-dealers reflecting these assessments, as
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determined by Lord Abbett’s investment staff. Equity portfolio
managers and research analysts each evaluate the research services
they receive from broker-dealers and make judgments as to the
value and quality of such services. These assessments may affect the
extent to which Lord Abbett trades with a broker-dealer, although
the actual amount of transactions placed with a particular broker-
dealer may not directly reflect its ranking in the voting process.
Lord Abbett monitors the allocation of equity trading among
broker-dealers through periodic reviews. Lord Abbett’s arrange-
ments for proprietary and third party research services do not
involve any commitment by Lord Abbett regarding the allocation
of brokerage business to or among any particular broker-dealer.
Rather, Lord Abbett executes portfolio transactions only when
they are dictated by investment decisions to purchase or sell port-
folio securities.

From time to time, Lord Abbett prepares a relative categorization
and ranking of research providers that it considers to provide valu-
able research services as determined through evaluations and other
feedback provided by Lord Abbett’s investment staff. Lord Abbett
uses the ranking as a guide for evaluating and determining pay-
ments to research providers for research services, including
proprietary research services provided to Lord Abbett by execut-
ing broker-dealers. Lord Abbett may use commissions generated
pursuant to a Client Commission Arrangement to pay a research
provider, including an executing broker-dealer who provides pro-
prietary research to Lord Abbett. Alternatively,
Lord Abbett may make cash payments from its own resources to
pay research providers for research services. From time to time,
Lord Abbett may use commissions generated pursuant to a Client
Commission Arrangement to pay for a significant portion of the
research services that it receives.

services

Directed Brokerage and Other Client
Restrictions on Brokerage

Clients may direct Lord Abbett to place some or all of the transac-
tions for their accounts with one or more broker-dealers they
specify. Clients may do so for several reasons, including offsetting
consulting and other fees or participating in a bundled services pro-
gram, including but not limited to Managed Accounts under a Dual
Contract program. A client that designates use of a particular bro-
ker-dealer should understand, however, that such an instruction
might prevent Lord Abbett from freely negotiating commission
rates or selecting brokers based on the most favorable price and
execution for the transaction. Clients also may prohibit Lord Abbett
from placing transactions for their accounts with certain broker-
dealers. A client that prohibits Lord Abbett from selecting certain
broker-dealers for the placement of transactions for its account
should understand that such a prohibition may prevent Lord Abbett
from selecting a restricted broker-dealer even though such broker-
dealer may offer a more favorable price and execution for the
transaction. In addition, the client may lose the possible advantage
that non-designating and unrestricted clients may derive from
batching orders into single larger transactions, utilizing alternative



trading venues, or alternative trading techniques for the purchase
or sale of a particular security. Finally, Lord Abbett normally will
place transactions for directed accounts, restricted accounts and
Managed Accounts after those placed for non-directed accounts.
These factors may cause a client to pay higher commissions or
receive less favorable net prices or investment results than would be
the case if Lord Abbett were authorized to choose the broker-dealers
through which to execute transactions for the client’s account.

In order to comply with a client direction, Lord Abbett may engage
in so-called “step-out” or “broker-of-credit” transactions. Such
situations involve placing a transaction with a broker-dealer with
the instruction that the broker-dealer execute the transaction and
“step-out,” or credit all or a portion of the commission to another
broker-dealer that the client has designated. Lord Abbett believes
that such arrangements afford the opportunity both to seek best
execution with respect to the transaction and to comply with the
client’s direction.

REVIEW OF ACCOUNTS

Institutional Accounts

Each client account is managed by a Lord Abbett investment team
which is assigned primary responsibility for the day-to-day manage-
ment and ongoing monitoring of the client account. The investment
team’s continuous review of a client account includes the review of
the appropriateness of portfolio holdings and transactions in light
the client account’s investment objective, guidelines and restrictions
and changes in market conditions. The number of accounts managed
by each investment team varies depending on the nature and size of
the accounts under management and may change over time.

In all cases, accounts also are subject to review by operations and
compliance personnel, who monitor account trading on a daily
basis with the aid of Lord Abbett’s portfolio accounting system
and separate equity and fixed income trading systems that incorpo-
rate pre-trade or post-trade compliance testing against many
account restrictions.

On a quarterly basis, each investment team meets with the Invest-
ment Review Committee, which includes Lord Abbett’s Managing
Partner and Chief Investment Officer. These quarterly meetings
ordinarily include review of portfolio holdings, characteristics,
strategies and performance attribution analysis, as well as the team’s
personnel and other resources.

Managed Accounts

Managed Account investment and operations teams ensure that
each such account is subject to reviews similar to those described
above. The number of such accounts assigned to each investment
or operations team varies depending on the nature and size of the
accounts under management, and typically is greater than the num-
ber of institutional accounts assigned for review.
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Nature and Frequency of Reports

Institutional Accounts: The nature and frequency of reports to insti-
tutional account clients vary based on client needs and preferences.
Typically, clients receive monthly or quarterly reports that may
include portfolio transactions, holdings, characteristics, strategies,
performance attribution analysis and account performance versus
portfolio benchmarks. Meetings with institutional clients are held as
agreed upon with clients and generally occur annually.

Managed Accounts and Model Portfolio Accounts: Managed
Account and Model Portfolio Sponsors typically receive market
commentaries prepared by Lord Abbett and may send them on to
clients. Sponsors also typically issue performance reports to clients
on a quarterly basis. Lord Abbett may provide supplemental
reporting to these types of clients. In addition, Lord Abbett per-
sonnel who are knowledgeable about a Managed Account client’s
account will be reasonably available to the client for consultation.

CLIENT REFERRALS AND
OTHER COMPENSATION

Lord Abbett may make payments out of its past profits and other
available sources to certain financial intermediaries for marketing/
distribution support, investor/shareholder servicing, entertain-
ment, training and education activities and/or the purchase of
products or services from such intermediaries. Lord Abbett Dis-
tributor LLC also may make payments for these purposes to
financial intermediaries in connection with the Lord Abbett Funds.
The products or services may include analytical software or data.

With the exception of purchases of products or services from the
financial intermediaries, the amounts of Lord Abbett’s payments
are determined by Lord Abbett or Lord Abbett Distributor LLC,
as the case may be, and may be substantial. The intermediaries
receiving such payments may include consulting firms and broker-
dealers that may recommend that their clients consider or select
Lord Abbett to provide them with investment advisory services, as
well as to intermediaries that act as dealers for the Lord Abbett
Funds or as agents for their clients with respect to purchases of
shares of the Funds. In some circumstances, such payments may be
deemed to create an incentive for an intermediary or its employees
or associated persons to recommend Lord Abbett’s advisory ser-
vices or Funds or to sell shares of a Fund to a client.

Lord Abbett may enter into arrangements with Lord Abbett Asia,
Lord Abbett China and/or unrelated parties to compensate such
persons for solicitation and other client-related services for
Lord Abbett clients and prospective clients. Under the arrange-
ments, generally, Lord Abbett pays a portion of its advisory fee to
the solicitor. Any such arrangements comply with Rule 206(4)-3
under the Investment Advisers Act of 1940.



CUSTODY

Lord Abbett does not maintain physical possession of the funds or
securities held in a client account. Typically, clients deposit assets
with a qualified custodian selected by the client. Generally, under
the terms of an investment management agreement between
Lord Abbett and each client, Lord Abbett will periodically invoice
the client and the client will direct its custodian to pay Lord Abbett.
The assets of Managed Account clients are typically deposited with
the Sponsor or a qualified custodian selected by the Sponsor or
client. Lord Abbett is not involved in the selection or ongoing
monitoring of client custodians.

INVESTMENT DISCRETION

Generally, clients retain Lord Abbett on a discretionary basis to
provide continuous investment advice pursuant to an investment
management agreement that describes the investment services to be
provided. Consistent with the client’s investment objectives,
Lord Abbett typically will have full investment decision-making
authority over the type of investments and brokerage for the client’s
account. From time to time, a client may impose restrictions on cer-
tain investments from their account or direct that Lord Abbett use
certain broker-dealers to execute transactions for the client’s account.

For Managed Accounts investing in equity securities, Lord Abbett’s
brokerage discretion is generally limited by the applicable Sponsor
or client. Lord Abbett has neither investment nor brokerage dis-
cretion for those clients to whom it provides non-discretionary
investment advice or clients of certain Model Portfolios.

Lord Abbett generally makes investment decisions for each client
account for which it has investment and brokerage discretion inde-
pendently. As a result, due to different investment objectives,
policies or restrictions, if any, Lord Abbett may purchase a particu-
lar security for one or more accounts when one or more other
accounts are selling the same security. Lord Abbett also may pur-
chase or sell the same securities for a number of client accounts at
or about the same time. Lord Abbett’s ability to place and/or rec-
ommend transactions may be restricted by applicable regulatory
requirements and/or Lord Abbett’s internal policies designed to
comply with such requirements. For example, Lord Abbett’s own-
ership position on behalf of its client accounts may be restricted by
regulation or by a company’s corporate charter.

In most cases, a separate investment management team is responsible
for portfolio management for all products using a particular invest-
ment discipline or style, including institutional accounts, Managed
Accounts and mutual funds. Individual members of each such sepa-
rate investment management team may have primary or exclusive
responsibility for managing specific accounts or products invested
according to that team’s particular investment discipline or style.

As a general matter, each Lord Abbett investment team manages each
strategy using a common style in substantially the same manner
across all accounts investing in each such strategy. An investment
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management team (and, in certain circumstances, individual members
of that team) may implement its investment decisions in somewhat
different ways for each product, however, to the extent that the team
members responsible for a particular strategy determine that such
differences are appropriate. The differences typically are attributable
to the unique considerations relating to each type of product. For
example, investment decisions for Managed Accounts may take into
account tax considerations that would not be relevant for tax-exempt
institutional accounts. As another example, account size, cash flow
considerations, and/or redemption requests/withdrawals may cause
Lord Abbett to invest differently for Managed Accounts as compared
with other types of accounts. These kinds of considerations may
cause one product to have a higher cash position than another product
at a given time, to reflect implementation of Lord Abbett’s invest-
ment strategies in different increments or on a different basis with
respect to timing of purchases and sales of securities, or to maintain
fewer holdings in the interest of avoiding non-standard principal
amounts of fixed income securities.

In the event that an institutional or Managed Account client termi-
nates Lord Abbett from managing its account, the client or Sponsor
will notify Lord Abbett of the termination of Lord Abbett’s
investment discretion from the account and typically will instruct
Lord Abbett as to the client’s desire to maintain the securities held
in the portfolio or to transition all or a part of the client’s portfolio
to cash. Unless more time is necessary to complete trading
instructed by the client, any orders issued by Lord Abbett prior to
the receipt of a termination notice generally will be executed on the
day of receipt and discretion will be maintained until the end of
such business day after which Lord Abbett will not be responsible
for any trading or investment decisions.

VOTING CLIENT SECURITIES

Introduction

Lord Abbett has adopted proxy voting policies and procedures
that govern the voting of client securities. Lord Abbett votes prox-
ies in the manner it believes is in the best interests of its clients,
including the Lord Abbett Funds and their shareholders. Under
the policies and procedures, Lord Abbett has formed a Proxy
Policy Committee to carry out and oversee the proxy voting
process. The Proxy Policy Committee consists of Lord Abbett’s
Chief Investment Officer, Director of Domestic Equity Portfolio
Management, Director of International Equity, Director of
Research, Chief Administrative Officer for the Investment
Department, and General Counsel. Voting decisions are made by
the Investment Department in accordance with Lord Abbett’s
proxy voting policies and procedures and are implemented by
employees in the Operations Department. Lord Abbett has
retained a third party service to analyze proxy issues and
recommend how to vote on those issues, and to provide assistance
in the administration of the proxy process, including maintaining
complete proxy voting records.



Conflicts of Interest

Lord Abbett has adopted policies and procedures designed to
ensure that conflicts of interests are identified and resolved in its
clients’ best interests rather than its own. Generally, when
Lord Abbett identifies a potential conflict of interest, Lord Abbett
adheres to its voting guidelines on the issue or, if the guidelines do
not address the particular issue, Lord Abbett would follow the
recommendation of the third party service.

Summary of Proxy Voting Guidelines

Summarized below are the guidelines that Lord Abbett normally
follows in voting proxies. Lord Abbett evaluates each proxy pro-
posal based on the particular facts it believes are relevant to its overall
goal of maximizing shareholder value. Lord Abbett reserves the flex-
ibility to vote in a manner contrary to its general views on particular
issues if it believes doing so is in the best interests of its clients.

* Directors. Lord Abbett believes that a company’s independent
directors generally are in the best position to identify qualified
director nominees and determine a board’s leadership structure.
Lord Abbett therefore normally votes in accordance with
management’s recommendations on proposals concerning
directors, including proposals that call for separation of the
chairman and CEO functions. Lord Abbett may oppose
management on a case-by-case basis if it believes that a com-
pany’s governance structure does not promote independent
oversight, among other reasons. Lord Abbett generally votes
against proposals to classify a board, that is, to stagger the
election of the board’s members.

¢ Compensation and Benefits. Lord Abbett believes that
management generally is in the best position to assess compen-
sation and benefits. Accordingly, Lord Abbett generally votes
with management on compensation and benefit matters,
including incentive compensation plans, say-on-pay, clawbacks,
anti-gross-up policies, and severance pay. Lord Abbett may
oppose management on a case-by-case basis if it deems a
company’s compensation to be excessive or inconsistent with its
peer companies’ compensation, it believes a company’s compen-
sation measures do not foster a long-term focus among its
executive officers and other employees, or it believes a company
has not met performance expectations, among other reasons.

* Anti-Takeover Issues and Shareholder Rights. Lord Abbett
considers proposals concerning anti-takeover issues and
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shareholder rights on a case-by-case basis based on the particu-
lar factors it considers relevant. Some examples of proposals
that Lord Abbett tends to support include: (1) proposals to
eliminate shareholder rights plans or “poison pills” and
proposals to require that companies submit poison pills for
shareholder ratification; (2) anti-greenmail provisions and fair
price provisions, unless they are bundled with other measures
that serve to entrench management or discourage attractive
takeover offers; (3) proposals to remove supermajority vote
requirements; (4) cumulative voting; and (5) confidential voting.

e Social, Political, and Environmental Issues. Lord Abbett
evaluates proposals relating to social, political, or environmental
issues based on their effect on shareholder value rather than
on their ideological merits. Lord Abbett generally follows
management’s recommendation on such proposals, but pays
particular attention to highly controversial issues, as well as
instances where management has failed repeatedly to take
corrective actions with respect to an issue.

Client Voting Instructions

A client may instruct Lord Abbett how to vote a particular proxy or
how to vote all proxies for securities held in its Lord Abbett account.

Obtaining Further Information

If a Lord Abbett institutional client would like a copy of
Lord Abbett’s complete proxy voting policies and procedures or
information as to how Lord Abbett voted the securities in the cli-
ent’s account, the client should call 201-827-2917. If a client of
Lord Abbett’s Managed Accounts would like the complete policies
and procedures or voting information, that client should contact
the Sponsor or the related consultant/financial adviser and request
that the Sponsor or consultant/financial adviser call Lord Abbett’s
Portfolio Specialist Group at 877-762-3375.

FINANCIAL INFORMATION

Lord Abbett is not required to provide a balance sheet for its most
recent fiscal year, as it does not require or solicit prepayment of
more than $1,200 in fees per client, six months or more in advance.

Lord Abbett is not aware of any financial condition that is reason-
ably likely to impair its ability to meet its contractual commitments
to clients. m

O NWW O

16



APPENDIX 1

The following chart provides the standard fee schedule for each of Lord Abbett’s available institutional strategies:

Large Cap Value Equity
Convertible Securities

Large Cap Growth Equity
Large Cap Core Equity

Mid Cap Value Equity
Mid Cap Growth Equity

Small Cap Growth Equity

Smid Cap Value Equity

Small Cap Value Equity
Small Cap Core Equity

Micro Cap Value Equity
Micro Cap Growth Equity

Multi Cap Value Equity

Multi Cap Growth Equity

International Core Equity
International Dividend Equity

.75% on the first $ 10 million in assets under management
.50% on the next $40 million in assets under management
.35% on the next $50 million in assets under management
.25% on the next $ 100 million in assets under management
.20% on assets in excess of $200 million

.60% on the first $20 million in assets under management
.50% on the next $30 million in assets under management
.35% on the next $50 million in assets under management
.25% on the next $ 100 million in assets under management
.20% on assets in excess of $200 million

.60% on the first $20 million in assets under management
.50% on the next $30 million in assets under management
.45% on assets in excess of $50 million

1.00% on the first $ 10 million in assets under management
.75% on the next $40 million in assets under management
.625% on the next $50 million in assets under management
.50% on assets in excess of $100 million

1.00% on the first $ 10 million in assets under management
.75% on the next $40 million in assets under management
.625% on the next $25 million in assets under management
.50% on the next $25 million in assets under management
.40% on assets in excess of $100 million

1.00% on the first $ 10 million in assets under management
.75% on the next $40 million in assets under management
.65% on the next $50 million in assets under management
.60% on the next $ 100 million in assets under management
.55% on assets in excess of $200 million

1.25% on the first $25 million in assets under management
1.00% on assets in excess of $25 million

.80% on the first $ 10 million in assets under management
.60% on the next $20 million in assets under management
.50% on the next $20 million in assets under management
.40% on the next $50 million in assets under management
.30% on the next $100 million in assets under management
.25% on assets in excess of $200 million

.70% on the first $25 million in assets under management
.60% on the next $25 million in assets under management
.50% on the next $50 million in assets under management
.45% on the next $100 million in assets under management
.40% on assets in excess of $200 million

.75% on the first $25 million in assets under management
.60% on the next $25 million in assets under management
.40% on the next $200 million in assets under management
.35% on assets in excess of $250 million

Negotiable on assets in excess of $500 million
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LORD ABBETT A.

APPENDIX 1, CONTINUED

Strategy Standard Fee Schedule

International Small Cap Core Equity

Core Fixed Income

Core Plus Fixed Income
Corporate Bond Fixed Income
Short Duration Fixed Income
Inflation Focused

High Yield Fixed Income

Municipal Fixed Income

Balanced: Domestic Equity and
Taxable Fixed Income
Balanced: Domestic Equity and
Tax Free Income

Multi-Sector Fixed Income

Senior Loans

Emerging Market Currency

.80% on the first $50 million in assets under management
.75% on the next $50 million in assets under management
.70% on assets in excess of $100 million

.30% on the first $40 million in assets under management
.20% on the next $60 million in assets under management
.175% on the next $150 million in assets under management
.15% on the next $250 million in assets under management
.125% on assets in excess of $500 million

.55% on the first $30 million in assets under management
.40% on assets in excess of $30 million

.30% on the first $10 million in assets under management
.25% on the next $ 15 million in assets under management
.20% on the next $75 million in assets under management
.15% on assets in excess of $100 million

.75% on the first $10 million in assets under management
.50% on the next $ 15 million in assets under management
.35% on the next $25 million in assets under management
.30% on the next $50 million in assets under management
.25% on the next $ 100 million in assets under management
.20% on assets in excess of $200 million

.70% on the first $ 10 million in assets under management
.50% on the next $40 million in assets under management
.40% on the next $50 million in assets under management
.30% on assets in excess of $100 million

.50% on the first $50 million in assets under management
.45% on the next $50 million in assets under management
.40% on assets in excess of $100 million

.50% on the first $100 million in assets under management
.45% on assets in excess of $100 million

The above fee schedules may not apply with respect to client accounts with non-standard investment guidelines, service requirements or

other terms.

The following chart provides the typical range of fees payable to Lord Abbett for Managed Account programs:

Strategy

Managed Accounts—Equities

Managed Accounts—Fixed Income

O NWW O

Standard Fee Range
0.25%-0.50%
0.22%—-0.35%

Model Portfolios—Equities 0.28%—-0.40%
Model Portfolios—Fixed Income 0.22%
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