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This Statement of Additional Information (“SAI”) is not a Prospectus, but should be read in conjunction with the Class A, Class B,
and Class C Shares Prospectus and Institutional Shares Prospectus (the "Prospectuses") of the BB&T Equity Index Fund (the “Equity
Index Fund” or the “Fund”), each dated May 1, 2010. This SAI is incorporated by reference in its entirety into the Prospectuses. The
audited financial statements, including the notes thereto, and the related report of the independent registered public accounting firm in
the Fund’s Annual Report for the fiscal year ended December 31, 2009 are incorporated by reference into this SAl. Copies of the
Prospectuses or the Annual Report may be obtained by writing BB&T Funds at P.O. Box 9762, Providence, Rhode Island 02940-
9762, or by telephoning toll free 1-800-228-1872.
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BB&I Funds

Sensible Investing for Generations®

SUPPLEMENT DATED JUNE 25, 2010 TO THE BB&T FUNDS
CLASS A, CLASS B AND CLASS C SHARES PROSPECTUS, INSTITUTIONAL SHARES PROSPECTUS
AND STATEMENT OF ADDITIONAL INFORMATION, EACH DATED FEBRUARY 1, 2010, AS AMENDED,
AND THE BB&T EQUITY INDEX FUND CLASS A, CLASS B, AND CLASS C SHARES PROSPECTUS,
INSTITUTIONAL SHARES PROSPECTUS AND STATEMENT OF ADDITIONAL INFORMATION,
EACH DATED MAY 1, 2010, AS AMENDED

This Supplement provides the following amended and supplemental information and supersedes any information to
the contrary in the BB&T Funds’ Class A, Class B and Cla0ss C Shares Prospectus, Institutional Shares Prospectus
(the “Prospectuses”) and Statement of Additional Information, each dated February 1, 2010, as amended, and the
BB&T Equity Index Fund Class A, Class B, and Class C Shares Prospectus, Institutional Shares Prospectus, and
Statement of Additional Information, each dated May 2, 2010, as amended:

All BB&T Funds

BB&T Corporation (“BB&T?”) has entered into an agreement whereby it will modify its relationship with Sterling Capital
Management (“Sterling”). To implement this new arrangement, the Sterling management group has entered into an
agreement with BB&T that will reduce and restructure management’s interest (the “Transaction™). Under the Transaction,
management will continue to have a substantial profits interest. Following the Transaction, it is expected that BB&T Asset
Management, Inc. (“BB&TAM?”), a wholly owned subsidiary of BB&T, will merge with and into Sterling (the “Merger”
and, together with the Transaction, the “Reorganization”). The Reorganization has been deemed to constitute a change of
control of Sterling and BB&TAM.

BB&TAM currently serves as investment adviser to all of the BB&T Funds (except the Sterling Capital Small Cap Value
Fund). Sterling currently serves as investment adviser to the Sterling Capital Small Cap Value Fund and as investment sub-
adviser to the BB&T Mid Cap Value Fund and the BB&T Total Return Bond Fund. BB&TAM also has entered into
investment sub-advisory agreements with each of Artio Global Management LLC (“Artio”), Federated Investment
Management Company (“Federated”), and Scott & Stringfellow LLC (“Scott & Stringfellow”) (collectively, the “Sub-
Advisers”) to provide sub-advisory services to certain BB&T Funds. The Transaction (in the case of the Sterling Capital
Small Cap Value Fund, the BB&T Mid Cap Value Fund, and the BB&T Total Return Bond Fund) and the Merger (in the
case of all BB&T Funds except the Sterling Capital Small Cap Value Fund) automatically terminate the investment advisory
and sub-advisory agreements between BB&TAM and Sterling and the respective BB&T Funds for which each serves as
investment adviser or sub-adviser and the sub-advisory agreements between BB&TAM and the Sub-Advisers.

On June 23, 2010, the Board of Trustees of BB&T Funds (the “Board”) approved a new investment advisory agreement
between BB&T Funds, on behalf of each of its series, and Sterling. The Board also approved new investment sub-advisory
agreements between Sterling and each of (i) Artio, with respect to BB&T International Equity Fund; (ii) Federated, with
respect to BB&T National Tax-Free Money Market Fund and BB&T Prime Money Market Fund; and (iii) Scott &
Stringfellow, with respect to BB&T Equity Income Fund and BB&T Special Opportunities Equity Fund. The new
investment advisory and sub-advisory agreements will become effective with respect to a BB&T Fund upon approval by
shareholders of the Fund. The Board of Trustees also approved interim investment advisory and sub-advisory agreements
between BB&TAM and Sterling and the respective BB&T Funds for which each serves as investment adviser or sub-adviser
and interim sub-advisory agreements between Sterling and each of the Sub-Advisers (the “Interim Agreements™). The
Interim Agreements will become effective only if shareholder approval of a new investment advisory or sub-advisory
agreement has not been obtained with respect to a Fund before the closing of the Transaction or the Merger, as applicable.

BB&T Intermediate U.S. Government Fund, BB&T Short U.S. Government Fund, and BB&T Total Return Bond
Fund

Effective immediately, the disclosure in each Prospectus under the heading “Additional Investment Strategies and Risks —
All Taxable Bond Funds” (including certain minimum credit guidelines for mortgage-backed securities) is deleted.

INVESTORS SHOULD RETAIN THIS SUPPLEMENT WITH THE PROSPECTUS AND
STATEMENT OF ADDITIONAL INFORMATION FOR FUTURE REFERENCE

BBT-ALLSUP-6/10



BB&I' Funds
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BB&T FUNDS
BB&T EQUITY INDEX FUND
(each, a “Fund™)

SUPPLEMENT DATED MAY 28, 2010 TO THE
STATEMENTS OF ADDITIONAL INFORMATION
OF BB&T FUNDS DATED FEBRUARY 1, 2010 AND

OF BB&T EQUITY INDEX FUND DATED MAY 1, 2010

This Supplement provides the following amended and supplemental information and supersedes any information
to the contrary in the BB&T Funds Statement of Additional Information dated February 1, 2010 (the “BB&T
Funds SAI”) and the BB&T Equity Index Fund Statement of Additional Information dated May 1, 2010 (the
“BB&T Equity Index Fund SAI™):

Amendments to BB&T Funds SAI

Effective immediately, the following non-fundamental investment restrictions are revised in their entirety as follows, and
all other references in the SAI to investment in illiquid securities by each Fund are revised accordingly:

1. The Prime Money Market Fund and the U.S. Treasury Fund may not invest more than 5% of its net assets in
“illiquid” securities, as defined by the Investment Company Act of 1940, as amended, or the rules and
regulations thereunder, as such statute, rules or regulations may be amended from time to time, or by regulatory
guidance or interpretations of such statute, rules or regulations.

8. The National Tax-Free Money Market Fund may not invest more than 5% of its total assets in “illiquid”
securities, as defined by the Investment Company Act of 1940, as amended, or the rules and regulations
thereunder, as such statute, rules or regulations may be amended from time to time, or by regulatory guidance or
interpretations of such statute, rules or regulations.

Effective immediately, the first sentence in the second paragraph under the heading “Valuation — Valuation of Money
Market Funds” is replaced with the following:

Until June 30, 2010, each Money Market Fund will maintain a dollar-weighted average maturity (WAM) of 90
days or less. Effective June 30, 2010, each Money Market Fund will maintain a WAM of 60 days or less and
will maintain a dollar-weighted average life to maturity (WAL) of 120 days or less. For purposes of calculating
WAM, the maturity of an adjustable rate security generally will be the period remaining until its next interest
rate readjustment. For purposes of calculating WAL, the maturity of an adjustable rate security will be its stated
final maturity, without regard to interest rate adjustments; accordingly, the 120-day WAL limitation could serve
to limit a Fund’s ability to invest in adjustable rate securities. In addition, each Money Market Fund will limit
the maturity of each security in its portfolio to 397 days or less (45 days or less with respect to securities that are
Second Tier Securities, as defined in Rule 2a-7 under the Investment Company Act of 1940).

Effective October 7, 2010, the following disclosure is added at the end of the first paragraph under the heading
“Disclosure of Portfolio Holdings™:

In addition, information concerning each Money Market Fund’s portfolio holdings, as well as each Fund’s
dollar-weighted average maturity and dollar-weighted average life to maturity, current as of the last business
day of the prior month, will be posted on the Funds’ website five business days after the end of each month
and remain posted on the website for not less than six months thereafter.



Amendments to BB&T Funds SAl and BB&T Equity Index Fund SAI

Effective immediately, the following footnote is added with respect to James L. Roberts each time his name appears in the
tables entitled “Independent Trustees” and “Securities Ownership” in the BB&T Funds SAI and the BB&T Equity Index
Fund SAI:

Mr. Roberts has been deemed to have been an “interested person” of BB&T Funds for the period from December
31, 2008 through May 25, 2010, due to his ownership of shares of PNC Financial Services Group, Inc., the
parent company of the Distributor. This ownership was a result of the acquisition of National City Corporation
by PNC Financial Services Group, Inc. on December 31, 2008.

INVESTORS SHOULD RETAIN THIS SUPPLEMENT
WITH THE STATEMENT OF ADDITIONAL INFORMATION FOR FUTURE REFERENCE
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STATEMENT OF ADDITIONAL INFORMATION
BB&T FUNDS

BB&T Funds is an open-end management investment company. The Equity Index Fund is a series of BB&T Funds and is
“diversified”, as that term is defined in the Investment Company Act of 1940, as amended (the “1940 Act”). Among other things, a
diversified Fund must, with respect to 75% of its total assets, not invest more than 5% of its total assets in any one issuer.

BB&T Funds consists of twenty-three series of units of beneficial interest (“Shares”) offered to the public, each representing
interests in one of twenty-three separate investment portfolios (“Funds”™). This SAI pertains to the Equity Index Fund only.

The Fund may offer to the public four classes of Shares: Class A Shares, Class B Shares, Class C Shares, and Institutional Shares;
however, Class B Shares of the Fund are closed to new accounts and additional purchases by shareholders. Much of the information
contained in this SAI expands on subjects discussed in the Prospectuses. Capitalized terms not defined herein are defined in the
Prospectuses. No investment in Shares of the Fund should be made without first reading the Prospectuses.

INVESTMENT OBJECTIVES AND POLICIES

THE FUND SEEKS TO ACHIEVE ITS INVESTMENT OBJECTIVE BY INVESTING SUBSTANTIALLY ALL OF ITS ASSETS
IN THE S&P 500® STOCK MASTER PORTFOLIO (THE “MASTER PORTFOLIO”), WHICH IS A SERIES OF MASTER
INVESTMENT PORTFOLIO (“MIP”), AN OPEN-END, MANAGEMENT INVESTMENT COMPANY.

The Master Portfolio has substantially the same investment objective as the Fund. The Fund may withdraw its investment in the
Master Portfolio at any time, if the Board of Trustees of the Fund determines that such action is in the best interests of the Fund and its
shareholders. Upon such withdrawal, the Fund’s Board of Trustees would consider alternative investments, including investing all of
the Fund’s assets in another investment company with the same investment objective as the Fund or hiring an investment adviser to
manage the Fund’s assets in accordance with the investment policies and restrictions described in the Fund’s Prospectuses and this
SAl.

ADDITIONAL INFORMATION ON PORTFOLIO INSTRUMENTS
The following policies supplement the information pertaining to portfolio instruments of the Fund as set forth in the Prospectuses.

BB&T EQUITY INDEX FUND. Under normal market conditions, at least 90% of the value of the Master Portfolio’s net assets,
including any borrowing for investment purposes, is invested in securities comprising the S&P 500® Index”. The Master Portfolio has
also represented that it attempts to achieve, in both rising and falling markets, a correlation of at least 95% between the total return of
its net assets, before expenses, and the total return of the S&P 500® Index. Notwithstanding the factors described below, perfect
(100%) correlation would be achieved if the total return of the Master Portfolio’s net assets increased or decreased exactly as the total
return of the S&P 500 Index increased or decreased.

BORROWING. The Master Portfolio may borrow money for temporary or emergency purposes, including the meeting of
redemption requests. Borrowing involves special risk considerations. Interest costs on borrowings may fluctuate with changing market
rates of interest and may partially offset or exceed the return earned on borrowed funds (or on the assets that were retained rather than
sold to meet the needs for which funds were borrowed). Under adverse market conditions, the Master Portfolio might have to sell
portfolio securities to meet interest or principal payments at a time when investment considerations would not favor such sales.
Reverse repurchase agreements, short sales not against the box, dollar roll transactions and other similar investments that involve a
form of leverage (i.e. the risk of gain or loss is disproportionately higher than the amount invested) have characteristics similar to
borrowings. The Master Portfolio maintains liquid assets in connection with those types of transactions.

EQUITY SECURITIES. Equity securities generally have greater price volatility than fixed income securities. The market price of
equity securities may go up or down, sometimes rapidly or unpredictably. Equity securities may decline in value due to factors
affecting equity securities markets generally; particular industries, sectors or geographic regions represented in those markets; or
individual issuers. The types of developments that may affect an issuer of an equity security include management performance,
financial leverage and reduced demand for the issuer’s goods or services. Common and preferred stock represent equity or ownership
interests in an issuer. Preferred stock, however, pays dividends at a specified rate and has precedence over common stock in the
payment of dividends. In the event an issuer is liquidated or declares bankruptcy, the claims of owners of bonds and preferred stock
take precedence over the claims of those who own common stock.

“"S&P 500" is a registered service mark of Standard & Poor's Corporation, which does not sponsor and is in no way affiliated with
the Fund or Master Portfolio.



FLOATING- AND VARIABLE-RATE OBLIGATIONS. The Master Portfolio may purchase floating- and variable-rate
obligations. The Master Portfolio may purchase floating- and variable-rate demand notes and bonds, which are obligations ordinarily
having stated maturities in excess of thirteen months, but which permit the holder to demand payment of principal at any time, or at
specified intervals not exceeding thirteen months. Variable rate demand notes include master demand notes that are obligations that
permit the Master Portfolio to invest fluctuating amounts, which may change daily without penalty, pursuant to direct arrangements
between the Master Portfolio, as lender, and the borrower. The interest rates on these notes fluctuate from time to time. The issuer of
such obligations ordinarily has a corresponding right, after a given period, to prepay in its discretion the outstanding principal amount
of the obligations plus accrued interest upon a specified number of days’ notice to the holders of such obligations. The interest rate on
a floating-rate demand obligation is based on a known lending rate, such as a bank’s prime rate, and is adjusted automatically each
time such rate is adjusted. The interest rate on a variable-rate demand obligation is adjusted automatically at specified intervals.
Frequently, such obligations are secured by letters of credit or other credit support arrangements provided by banks.

These obligations are direct lending arrangements between the lender and borrower. There may not be an established secondary
market for these obligations, although they are redeemable at face value. Accordingly, where these obligations are not secured by
letters of credit or other credit support arrangements, the Master Portfolio’s right to redeem is dependent on the ability of the borrower
to pay principal and interest on demand. Such obligations frequently are not rated by credit rating agencies and the Master Portfolio
may invest in obligations that are not so rated only if BlackRock Fund Advisors (“BFA”) determines that at the time of investment the
obligations are of comparable quality to the other obligations in which the Master Portfolio may invest. BFA, on behalf of the Master
Portfolio, considers on an ongoing basis the creditworthiness of the issuers of the floating- and variable-rate demand obligations in the
Master Portfolio’s portfolio.

FORWARD COMMITMENTS, WHEN-ISSUED PURCHASES AND DELAYED-DELIVERY TRANSACTIONS. The Master
Portfolio may purchase or sell securities on a when-issued or delayed-delivery basis and make contracts to purchase or sell securities
for a fixed price at a future date beyond customary settlement time. Securities purchased or sold on a when-issued, delayed-delivery or
forward commitment basis involve a risk of loss if the value of the security to be purchased declines, or the value of the security to be
sold increases, before the settlement date. Although the Master Portfolio will generally purchase securities with the intention of
acquiring them, the Master Portfolio may dispose of securities purchased on a when-issued, delayed-delivery or a forward
commitment basis before settlement when deemed appropriate by BFA.

FUTURES CONTRACTS AND OPTIONS TRANSACTIONS. The Master Portfolio may enter into futures contracts and may
purchase and write (i.e., sell) options thereon. A futures contract is an agreement between two parties, a buyer and a seller, to
exchange a particular commodity or financial instrument at a specific price on a specific date in the future. An option transaction
generally involves a right, which may or may not be exercised, to buy or sell a commaodity or financial instrument at a particular price
on a specified future date. Options on futures contracts are similar to options on securities or currencies except that options on futures
contracts give the purchaser the right, in return for the premium paid, to assume a position in a futures contract (a long position if the
option is a call and a short position if the option is a put) at a specified exercise price at any time during the period of the option.
Futures contracts and options are standardized and traded on exchanges, where the exchange serves as the ultimate counterparty for all
contracts. Consequently, the primary credit risk on futures contracts is the creditworthiness of the exchange. Futures contracts are also
subject to market risk (i.e., exposure to adverse price changes). In addition, in employing futures contracts as a hedge against cash
market price volatility, futures prices may correlate imperfectly with the prices of securities held by the Master Portfolio. Similarly, in
employing futures contracts as a substitute for purchasing the designated underlying securities, the performance of the futures contract
may correlate imperfectly with the performance of the direct investments for which the futures contract is a substitute.

The Master Portfolio may engage only in futures contract transactions involving: (i) the sale of a futures contract (i.e., a short
position) to hedge the value of securities held by the Master Portfolio; (ii) the purchase of a futures contract when the Master Portfolio
holds a short position having the same delivery month (i.e., a long position offsetting a short position); or (iii) the purchase of a futures
contract to permit the Master Portfolio to, in effect, participate in the market for the designated securities underlying the futures
contract without actually owning such designated securities. If the Master Portfolio enters into a short position in a futures contract as
a hedge against anticipated adverse market movements and the market then rises, the increase in the value of the hedged securities will
be offset, in whole or in part, by a loss on the futures contract. If, instead, the Master Portfolio purchases a futures contract as a
substitute for investing in the designated underlying securities, the Master Portfolio will experience gains or losses that correspond
generally to gains or losses in the underlying securities.

Although the Master Portfolio intends to purchase or sell futures contracts only if there is an active market for such contracts, no
assurance can be given that a liquid market will exist for any particular contract at any particular time. Many futures exchanges and
boards of trade limit the amount of fluctuation permitted in futures contract prices during a single trading day. Once the daily limit has
been reached in a particular contract, no trades may be made that day at a price beyond that limit or trading may be suspended for
specified periods during the trading day. Futures contract prices could move to the limit for several consecutive trading days with little
or no trading, thereby preventing prompt liquidation of futures positions and potentially subjecting the Master Portfolio to substantial



losses. If it is not possible, or if the Master Portfolio determines not to close a futures position in anticipation of adverse price
movements, the Master Portfolio will be required to make daily cash payments on variation margin.

Upon the exercise of an option on a futures contract, the writer of the option delivers to the holder of the option the futures position
and the accumulated balance in the writer’s futures margin account, which represents the amount by which the market price of the
futures contract exceeds (in the case of a call) or is less than (in the case of a put) the exercise price of the option on the futures
contract. The potential loss related to the purchase of options on futures contracts is limited to the premium paid for the option (plus
transaction costs). Because the value of the option is fixed at the time of sale, there are no daily cash payments to reflect changes in
the value of the underlying contract; however, the value of the option may change daily and that change would be reflected in the net
asset value (“NAV”) of the Master Portfolio. The potential for loss related to writing options is unlimited.

The Master Portfolio has filed a notice of eligibility for exclusion from the definition of the term “commodity pool operator” in
accordance with Rule 4.5 of the U.S. Commodity Exchange Act, as amended, and, therefore, the Master Portfolio is not subject to
registration or regulation as a commaodity pool operator under the Commodity Exchange Act.

Stock Index Futures and Options on Stock Index Futures. The Master Portfolio may invest in stock index futures and options
on stock index futures as a substitute for a comparable market position in the underlying securities. An index futures contract is a
standardized agreement between two parties that commits one party to buy and the other party to sell a stipulated quantity of a market
index at a set price on or before a given date in the future. The seller never actually delivers “shares” of the index or shares of all the
stocks in the index. Instead, the buyer and the seller settle the difference between the contract price and the market price in cash on the
agreed-upon date - the buyer paying the difference if the actual price is lower than the contract price and the seller paying the
difference if the actual price is higher. The Master Portfolio intends to purchase and sell futures contracts on the stock index for which
it can obtain the best price with consideration also given to liquidity.

An option on a stock index is similar to an option on stock except that (a) the expiration cycles of stock index options are monthly
while those of stock options are currently quarterly, and (b) the delivery requirements are different. Instead of giving the right to take
or make delivery of stock at a specified price, an option on a stock index gives the holder the right to receive a cash “exercise
settlement amount” equal to (i) the amount, if any, by which the fixed exercise price of the option exceeds (in the case of a put) or is
less than (in the case of a call) the closing value of the underlying index on the date of exercise, multiplied by (ii) a fixed “index
multiplier.” Receipt of this cash amount depends upon the closing level of the stock index upon which the option is based being
greater than (in the case of a call) or less than (in the case of a put) the exercise price of the option. The amount of cash received is
equal to such difference between the closing price of the index and the exercise price of the option expressed in dollars multiplied by a
specified multiplier. The writer of the option is obligated, in return for the premium received, to make delivery of this amount. The
writer may offset a position in stock index options prior to expiration by entering into a closing transaction on an exchange or the
writer may let the option expire unexercised.

Interest-Rate Futures Contracts and Options on Interest-Rate Futures Contracts. The Master Portfolio may sell options on
interest-rate futures contracts as part of closing purchase transactions to terminate its options positions. No assurance can be given that
such closing transactions can be effected or the degree of correlation between price movements in the options on interest rate futures
and price movements in the Master Portfolio’s portfolio securities which are the subject of the transaction.

Interest-Rate and Index Swaps. The Master Portfolio may enter into interest-rate and index swaps. Interest-rate swaps involve
the exchange by the Master Portfolio with another party of their respective commitments to pay or receive interest (for example, an
exchange of floating-rate payments for fixed-rate payments). Index swaps involve the exchange by the Master Portfolio with another
party of cash flows based upon the performance of an index of securities or a portion of an index of securities that usually include
dividends or income. In each case, the exchange commitments can involve payments to be made in the same currency or in different
currencies. The Master Portfolio will usually enter into swaps on a net basis. In so doing, the two payment streams are netted out, with
the Master Portfolio receiving or paying, as the case may be, only the net amount of the two payments. If the Master Portfolio enters
into a swap, it will maintain a segregated account on a gross basis, unless the contract provides for a segregated account on a net basis.
If there is a default by the other party to such a transaction, the Master Portfolio will have contractual remedies pursuant to the
agreements related to the transaction.

The use of interest-rate and index swaps is a highly specialized activity that involves investment techniques and risks different
from those associated with ordinary portfolio security transactions. There is no limit, except as provided below, on the amount of swap
transactions that may be entered into by the Master Portfolio. These transactions generally do not involve the delivery of securities or
other underlying assets or principal. Accordingly, the risk of loss with respect to swaps generally is limited to the net amount of
payments that the Master Portfolio is contractually obligated to make. There is also a risk of a default by the other party to a swap, in
which case the Master Portfolio may not receive the net amount of payments that the Master Portfolio contractually is entitled to
receive.



Future Developments. The Master Portfolio may take advantage of opportunities in the area of options and futures contracts and
options on futures contracts and any other derivative investments that are not presently contemplated for use by the Master Portfolio or
that are not currently available but which may be developed, to the extent such opportunities are both consistent with the Master
Portfolio’s investment objective and legally permissible for the Master Portfolio.

ILLIQUID SECURITIES. The Master Portfolio may invest up to 15% of the value of its net assets in securities as to which a
liquid trading market does not exist, provided such investments are consistent with its investment objective. Such securities may
include securities that are not readily marketable, such as privately issued securities and other securities that are subject to legal or
contractual restrictions on resale, floating- and variable-rate demand obligations as to which the Master Portfolio cannot exercise a
demand feature on not more than seven days’ notice and as to which there is no secondary market and repurchase agreements
providing for settlement more than seven days after notice.

INVESTMENT COMPANIES AND EXCHANGE TRADED FUNDS. The Master Portfolio may invest in securities issued by
other open-end and closed-end management investment companies, including investment companies that are affiliated with the Master
Portfolio and its advisor, BFA, to the extent permitted under the Investment Company Act of 1940, as amended (the “1940 Act”). As a
general matter, under the 1940 Act, investment in such securities is limited to: (i) 3% of the outstanding voting stock of any one
investment company, (ii) 5% of the Master Portfolio’s total assets with respect to any one investment company and (iii) 10% of the
Master Portfolio’s total assets with respect to all such companies in the aggregate (the “3/5/10% limitations™). Investments in the
securities of other investment companies generally will involve duplication of advisory fees and certain other expenses. To the extent
allowed by law or regulation, the Fund may invest its assets in securities of money market funds including those advised by BFA or
otherwise affiliated with BFA, in excess of the limits discussed above.

The Master Portfolio may purchase shares of exchange-traded funds (“ETFs”). Typically, the Master Portfolio would purchase
ETF shares for the same reason it would purchase (and as an alternative to purchasing) futures contracts - to obtain relatively low-cost
exposure to the stock market while maintaining flexibility to meet the liquidity needs of the Master Portfolio. ETF shares enjoy
several advantages over futures. Depending on the market, the holding period, and other factors, ETF shares can be less costly than
futures. In addition, ETF shares can be purchased for smaller sums and offer exposure to market sectors and styles for which there is
no suitable or liquid futures contract. The Master Portfolio may also purchase ETF shares for other purposes, including tracking its
underlying index. The Master Portfolio may invest a small portion of its assets in shares of ETFs that are advised by BFA. BFA will
receive investment advisory fees at both the Master Portfolio level and the ETF level for investments by the Master Portfolio in shares
of an ETF advised by BFA. Because most ETFs are investment companies, the Master Portfolio’s purchases of ETF shares generally
are subject to the 3/5/10% limitations described above.

An investment in an ETF generally presents the same primary risks as an investment in a conventional fund (i.e., one that is not
exchange traded) that has the same investment objectives, strategies, and policies. The price of an ETF can fluctuate within a wide
range, and the Master Portfolio could lose money investing in an ETF if the prices of the stocks owned by the ETF decrease. In
addition, ETFs are subject to the following risks that do not apply to conventional funds: (i) the market price of the ETF’s shares may
trade at a discount to their NAV; (ii) an active trading market for an ETF’s shares may not develop or be maintained; or (iii) trading of
an ETF’s shares may be halted if the listing exchange’s officials deem such action appropriate, the shares are delisted from the
exchange, or the activation of market-wide “circuit breakers” (which are tied to large decreases in stock prices) halts stock trading
generally.

LETTERS OF CREDIT. Certain of the debt obligations (including municipal securities, certificates of participation, commercial
paper and other short-term obligations) which the Master Portfolio may purchase may be backed by an unconditional and irrevocable
letter of credit of a bank, savings and loan association or insurance company which assumes the obligation for payment of principal
and interest in the event of default by the issuer. Only banks, savings and loan associations and insurance companies which, in the
opinion of BFA, as investment adviser, are of comparable quality to issuers of other permitted investments of the Master Portfolio
may be used for letter of credit-backed investments.

LOANS OF PORTFOLIO SECURITIES. The Master Portfolio may lend portfolio securities to certain creditworthy borrowers,
including borrowers affiliated with BFA. The borrowers provide collateral that is maintained in an amount at least equal to the current
market value of the securities loaned plus any accrued interest or dividends. The Master Portfolio may terminate a loan at any time
and obtain the return of the securities loaned. The Master Portfolio receives the value of any interest or cash or non-cash distributions
paid on the loaned securities.

With respect to loans that are collateralized by cash, the borrower will be entitled to receive a fee based on the amount of cash
collateral. The Master Portfolio is compensated by the difference between the amount earned on the reinvestment of cash collateral
and the fee paid to the borrower. In the case of collateral other than cash, the Master Portfolio is compensated by a fee paid by the
borrower equal to a percentage of the market value of the loaned securities. Any cash collateral may be reinvested in certain short-



term instruments either directly on behalf of the lending Master Portfolio or through one or more joint accounts or money market
funds, including those managed by BFA; such securities are subject to investment risk.

Securities lending involves exposure to certain risks, including operational risk (i.e., the risk of losses resulting from problems in
the settlement and accounting process), “gap” risk (i.e., the risk of a mismatch between the return on cash collateral reinvestments and
the fees the Master Portfolio has agreed to pay a borrower), and credit, legal, counterparty and market risk. In the event a borrower
does not return a Master Portfolio’s securities as agreed, the Master Portfolio may experience losses if the proceeds received from
liquidating the collateral does not at least equal the value of the loaned security at the time the collateral is liquidated plus the
transaction costs incurred in purchasing replacement securities.

The Master Portfolio may pay a portion of the interest or fees earned from securities lending to a borrower as described above, and
to a securities lending agent who administers the lending program in accordance with guidelines approved by the Master Portfolio’s
Board of Trustees. BlackRock Institutional Trust Company, N.A. (“BTC”)" acts as securities lending agent for the Master Portfolio
subject to the overall supervision of BFA. BTC receives a portion of the revenues generated by securities lending activities as
compensation for its services in this regard.

REPURCHASE AGREEMENTS. The Master Portfolio may enter into repurchase agreements. A repurchase agreement is an
instrument under which the purchaser (i.e., the Master Portfolio) acquires the security and the seller agrees, at the time of the sale, to
repurchase the security at a mutually agreed upon time and price, thereby determining the yield during the purchaser’s holding period.
Repurchase agreements may be construed to be collateralized loans by the purchaser to the seller secured by the securities transferred
to the purchaser. If a repurchase agreement is construed to be a collateralized loan, the underlying securities will not be considered to
be owned by the Master Portfolio but only to constitute collateral for the seller’s obligation to pay the repurchase price, and, in the
event of a default by the seller, the Master Portfolio may suffer time delays and incur costs or losses in connection with the disposition
of the collateral.

In any repurchase transaction, collateral for a repurchase agreement may include cash items, obligations issued by the U.S.
Government or its agencies or instrumentalities, obligations rated in the highest category by at least two nationally recognized
statistical rating organizations (“NRSRQ”), or, if unrated, determined to be of comparable quality by BFA. Collateral, however, is not
limited to the foregoing and may include for example obligations rated below the highest category by NRSROs. Collateral for a 13
repurchase agreement may also include securities that a Fund could not hold directly without the repurchase obligation. Irrespective of
the type of collateral underlying the repurchase agreement, a repurchase obligation with a particular counterparty must satisfy the
credit quality standards applicable to the acquisition of an instrument issued by such counterparty in compliance with Rule 2a-7 under
the 1940 Act.

Repurchase agreements pose certain risks for the Master Portfolio that utilizes them. Such risks are not unique to the Master Portfolio
but are inherent in repurchase agreements. The Master Portfolio seeks to minimize such risks but because of the inherent legal
uncertainties involved in repurchase agreements, such risks cannot be eliminated. Lower quality collateral and collateral with longer
maturities may be subject to greater price fluctuations than higher quality collateral and collateral with shorter maturities. If the
repurchase agreement counterparty were to default, lower quality collateral may be more difficult to liquidate than higher quality
collateral. Should the counterparty default and the amount of collateral not be sufficient to cover the counterparty’s repurchase
obligation, the Master Portfolio would retain the status of an unsecured creditor of the counterparty (i.e., the position the Master
Portfolio would normally be in if it were to hold, pursuant to its investment policies, other unsecured debt securities of the defaulting
counterparty) with respect to the amount of the shortfall. As an unsecured creditor, a Fund would be at risk of losing some or all of the
principal and income involved in the transaction.

RESTRICTED SECURITIES. Restricted securities are subject to legal restrictions on their sale. Difficulty in selling restricted
securities may result in a loss or be costly to the Master Portfolio. Restricted securities generally can be sold in privately negotiated
transactions, pursuant to an exemption from registration under the Securities Act of 1933, as amended (the “1933 Act”), or in a
registered public offering. Where registration is required, the restricted security’s holder may be obligated to pay all or part of the
registration expense and a considerable period may elapse between the time the holder decides to seek registration and the time the
holder may be permitted to sell a security under an effective registration statement. If, during that period, adverse market conditions
were to develop, the holder might obtain a less favorable price than prevailed when it decided to seek registration of the security.

REVERSE REPURCHASE AGREEMENTS. The Master Portfolio may enter into reverse repurchase agreements, which involve
the sale of securities with an agreement to repurchase the securities at an agreed-upon price, date and interest payment and have the
characteristics of borrowing. Generally the effect of such transactions is that the Master Portfolio can recover all or most of the cash
invested in the portfolio securities involved during the term of the reverse repurchase agreement, while in many cases the Master
Portfolio is able to keep some of the interest income associated with those securities. Such transactions are only advantageous if the
Master Portfolio has an opportunity to earn a greater rate of interest on the cash derived from these transactions than the interest cost
of obtaining the same amount of cash. Opportunities to realize earnings from the use of the proceeds equal to or greater than the

“ Prior to December 1, 2009, BTC was known as Barclays Global Investors, N.A.



interest required to be paid may not always be available and the Master Portfolio intends to use the reverse repurchase technique only
when BFA believes it will be advantageous to the Master Portfolio. The use of reverse repurchase agreements may exaggerate any
interim increase or decrease in the value of the Master Portfolio’s assets. The Master Portfolio will maintain liquid assets for the
Master Portfolio with securities having a value equal to or greater than such commitments. Under the 1940 Act, reverse repurchase
agreements are considered borrowings.

SECURITIES OF NON-U.S. ISSUERS. The Master Portfolio may invest in certain securities of non-U.S. issuers. Investing in the
securities of non-U.S. issuers involves special risks and considerations not typically associated with investing in U.S. issuers. These
include differences in accounting, auditing and financial reporting standards, the possibility of expropriation or potentially
confiscatory taxation or war, adverse changes in investment or exchange control regulations, political instability which could affect
U.S. investments in foreign countries, potential restrictions of the flow of international capital, transaction costs of foreign currency
conversions, generally less liquid and less efficient securities markets, generally greater price volatility, less publicly available
information about issuers, the imposition of withholding or other taxes, 14 higher transaction and custody costs, delays and risks
attendant in settlement procedures, difficulties in enforcing contractual obligations, significantly smaller market capitalization of most
non-U.S. securities markets, lesser levels of regulation of the securities markets, and more substantial government interference with
the economy. Moreover, individual non-U.S. economies may differ favorably or unfavorably from the U.S. economy with respect to
growth of gross domestic product, rate of inflation, capital reinvestment, resource self-sufficiency and balance of payment positions.
In addition, changes in foreign exchange rates also will affect the value of securities denominated or quoted in currencies other than
the U.S. dollar.

Obligations of Foreign Governments, Supranational Entities and Banks. The Master Portfolio may invest in U.S. dollar-
denominated short-term obligations issued or guaranteed by one or more foreign governments or any of their political subdivisions,
agencies or instrumentalities that are determined by BFA to be of comparable quality to the other obligations in which the Master
Portfolio may invest. The Master Portfolio may also invest in debt obligations of supranational entities. Supranational entities include
international organizations designated or supported by governmental entities to promote economic reconstruction or development and
international banking institutions and related government agencies. Examples include the International Bank for Reconstruction and
Development (the World Bank), the Asian Development Bank and the InterAmerican Development Bank. The percentage of the
Master Portfolio’s assets invested in obligations of foreign governments and supranational entities will vary depending on the relative
yields of such securities, the economic and financial markets of the countries in which the investments are made and the interest rate
climate of such countries.

The Master Portfolio may invest a portion of its total assets in high-quality, short-term (one year or less) debt obligations of
foreign branches of U.S. banks or U.S. branches of foreign banks that are denominated in and pay interest in U.S. dollars.

Foreign Equity Securities and Depositary Receipts. The Master Portfolio’s assets may be invested in the securities of foreign
issuers and American Depositary Receipts (“ADRs”) and European Depositary Receipts (“EDRs”) of such issuers.

ADRs and EDRs may not necessarily be denominated in the same currency as the securities into which they may be converted.
ADRs are receipts typically issued by a United States bank or trust company which evidence ownership of underlying securities issued
by a foreign corporation. EDRs, which are sometimes referred to as Continental Depositary Receipts (“CDRs”), are receipts issued in
Europe typically by non-United States banks and trust companies that evidence ownership of either foreign or domestic securities.
Generally, ADRs in registered form are designed for use in the U. S. securities markets and EDRs and CDRs in bearer form are
designed for use in Europe. The Master Portfolio may invest in ADRs, EDRs and CDRs through “sponsored” or “unsponsored”
facilities. A sponsored facility is established jointly by the issuer of the underlying security and a depositary, whereas a depositary
may establish an unsponsored facility without participation by the issuer of the deposited security. Holders of unsponsored depositary
receipts generally bear all the costs of such facilities and the depositary of an unsponsored facility frequently is under no obligation to
distribute interestholder communications received from the issuer of the deposited security or to pass through voting rights to the
holders of such receipts in respect of the deposited securities. The issuers of unsponsored depositary receipts are not obligated to
disclose material information in the United States, and therefore there may be less information available regarding such issuers and
there may not be a correlation between such information and the market value of the depositary receipts.

SHORT-TERM INSTRUMENTS. The Master Portfolio may invest in various money market instruments. Money market
instruments are generally short-term investments that may include but are not limited to: (i) obligations issued or guaranteed by the
U.S. Government, its agencies or instrumentalities (including government-sponsored enterprises); (ii) negotiable certificates of deposit
(“CDs™), bankers’ acceptances, fixed time deposits and other obligations of domestic banks (including foreign branches); (iii)
commercial paper; (iv) non-convertible corporate debt securities (e.g., bonds and debentures); (v) repurchase agreements; and (vi)
U.S. dollar-denominated obligations of non-U.S. banks (including U.S. branches) that, in the opinion of BFA, are of comparable
quality to obligations of U.S. banks which may be purchased by the Master Portfolio. Any of these instruments may be purchased on a
current or a forward-settled basis. Money market instruments also include shares of money market mutual funds, including those
managed by BFA.



UNRATED, DOWNGRADED AND BELOW INVESTMENT GRADE INVESTMENTS. The Master Portfolio may purchase
instruments that are not rated if, in the opinion of the BFA as investment adviser, such obligation is of investment quality comparable
to other rated investments that are permitted to be purchased by the Master Portfolio. After purchase by the Master Portfolio, a
security may cease to be rated or its rating may be reduced below the minimum required for purchase by the Master Portfolio. Neither
event will require a sale of such security by the Master Portfolio provided that the amount of such securities held by the Master
Portfolio does not exceed 5% of the Master Portfolio’s net assets. To the extent the ratings given by Moody’s or S&P may change as a
result of changes in such organizations or their rating systems, the Master Portfolio will attempt to use comparable ratings as standards
for investments in accordance with the investment policies contained in its Prospectus and in this SAI. The ratings of Moody’s and
S&P are more fully described in the Appendix to this SAI.

The Master Portfolio is not required to sell downgraded securities, and the Master Portfolio could hold up to 5% of its net assets in
debt securities rated below “Baa” by Moody’s or below “BBB” by S&P or if unrated, low quality (below investment grade) securities.

Although they may offer higher yields than do higher rated securities, low rated and unrated low quality debt securities generally
involve greater volatility of price and risk of principal and income, including the possibility of default by, or bankruptcy of, the issuers
of the securities. In addition, the markets in which low rated and unrated low quality debt are traded are more limited than those in
which higher rated securities are traded. The existence of limited markets for particular securities may diminish the Master Portfolio’s
ability to sell the securities at fair value either to meet redemption requests or to respond to changes in the economy or in the financial
markets and could adversely affect and cause fluctuations in the daily NAV of the Master Portfolio’s interests.

Adverse publicity and investor perceptions, whether or not based on fundamental analysis, may decrease the values and liquidity
of low rated or unrated low quality debt securities, especially in a thinly traded market. Analysis of the creditworthiness of issuers of
low rated or unrated low quality debt securities may be more complex than for issuers of higher rated securities, and the ability of the
Master Portfolio to achieve its investment objective may, to the extent it holds low rated or unrated low quality debt securities, be
more dependent upon such creditworthiness analysis than would be the case if the Master Portfolio held exclusively higher rated or
higher quality securities.

Low rated or unrated low quality debt securities may be more susceptible to real or perceived adverse economic and competitive
industry conditions than investment grade securities. The prices of such debt securities have been found to be less sensitive to interest
rate changes than higher rated or higher quality investments, but more sensitive to adverse economic downturns or individual
corporate developments. A projection of an economic downturn or of a period of rising interest rates, for example, could cause a
decline in low rated or unrated low quality debt securities prices because the advent of a recession could dramatically lessen the ability
of a highly leveraged company to make principal and interest payments on its debt securities. If the issuer of the debt securities
defaults, the Master Portfolio may incur additional expenses to seek recovery.

U.S. GOVERNMENT OBLIGATIONS. The Master Portfolio may invest in various types of U.S. Government obligations. A U.S.
Government obligation is a type of bond. U.S. Government obligations include securities issued or guaranteed as to principal and
interest by the U.S. Government, its agencies or instrumentalities. Payment of principal and interest on U.S. Government obligations
(i) may be backed by the full faith and credit of the United States (as with U.S. Treasury obligations and Government National
Mortgage Association (i.e., GNMA) certificates) or (ii) may be backed solely by the issuing or guaranteeing agency or instrumentality
itself (as with Federal National Mortgage Association (i.e., FNMA), Federal Home Loan Mortgage Corporation (i.e., FHLMC) or
Federal Home Loan Bank (i.e., FLHB) notes). In the latter case, the investor must look principally to the agency or instrumentality
issuing or guaranteeing the obligation for ultimate repayment, which agency or instrumentality may be privately owned. There can be
no assurance that the U.S. Government would provide financial support to its agencies or instrumentalities where it is not obligated to
do so. As a general matter, the value of debt instruments, including U.S. Government obligations, declines when market interest rates
increase and rises when market interest rates decrease. Certain types of U.S. Government obligations are subject to fluctuations in
yield or value due to their structure or contract terms.

WARRANTS. The Master Portfolio may invest up to 5% of net assets at the time of purchase in warrants (other than those that
have been acquired in units or attached to other securities), including not more than 2% of its net assets in warrants which are not
listed on the New York Stock Exchange (“NYSE”) or the NYSE Alternext (f/k/a American Stock Exchange). A warrant is an
instrument issued by a corporation which gives the holder the right to subscribe to a specified amount of the corporation’s capital
stock at a set price for a specified period of time. The prices of warrants do not necessarily correlate with the prices of the underlying
securities. The Master Portfolio may only purchase warrants on securities in which it may invest directly.

RISK CONSIDERATIONS

GENERAL. Since the investment characteristics and, therefore, investment risks directly associated with such characteristics of
the Fund correspond to those of the Master Portfolio, the following is a discussion of the risks associated with the investments of the
Master Portfolio.



EQUITY SECURITIES. The equity investments of the Master Portfolio are subject to equity market risk. Equity market risk is the
possibility that common stock prices will fluctuate or decline over short or even extended periods. The U.S. stock market tends to be
cyclical, with periods when stock prices generally rise and periods when prices generally decline.

DEBT SECURITIES. The debt instruments in which the Master Portfolio invests are subject to credit and interest rate risk. Credit
risk is the risk that issuers of the debt instruments in which the Master Portfolio invests may default on the payment of principal and/or
interest. Interest-rate risk is the risk that increases in market interest rates may adversely affect the value of the debt instruments in
which the Master Portfolio invests. The value of the debt instruments generally changes inversely to market interest rates. Debt
securities with longer maturities, which tend to produce higher yields, are subject to potentially greater capital appreciation and
depreciation than obligations with shorter maturities. Changes in the financial strength of an issuer or changes in the ratings of any
particular security may also affect the value of these investments. The Master Portfolio’s exposure to interest-rate risk will increase to
the extent the Master Portfolio’s assets are invested in long-term bonds, because the longer maturity of such securities means they are
generally more sensitive to changes in market interest rates than short-term securities. Although some of the Master Portfolio’s
securities are guaranteed by the U.S. Government, its agencies or instrumentalities, such securities are subject to interest rate risk and
the market value of these securities, upon which the Master Portfolio’s daily NAV is based, will fluctuate. No assurance can be given
that the U.S. Government would provide financial support to its agencies or instrumentalities where it is not obligated to do so.

FOREIGN SECURITIES. Investing in the securities of issuers in any foreign country, including through ADRs, EDRs and similar
securities, involves special risks and considerations not typically associated with investing in U.S. companies. These include
differences in accounting, auditing and financial reporting standards; generally higher commission rates on foreign portfolio
transactions; the possibility of nationalization, expropriation or confiscatory taxation; adverse changes in investment or exchange
control regulations (which may include suspension of the ability to transfer currency from a country); and political, social and
monetary or diplomatic developments that could affect U.S. investments in foreign countries. Additionally, dispositions of foreign
securities and dividends and interest payable on those securities may be subject to foreign taxes, including withholding taxes. Foreign
securities often trade with less frequency and volume than domestic securities and, therefore, may exhibit greater price volatility.
Additional costs associated with an investment in foreign securities may include higher custodial fees than apply to domestic custodial
arrangements and transaction costs of foreign currency conversions. Changes in foreign exchange rates also will affect the value of
securities denominated or quoted in currencies other than the U.S. dollar. The Master Portfolio’s performance may be affected either
unfavorably or favorably by fluctuations in the relative rates of exchange between the currencies of different nations, by exchange
control regulations and by indigenous economic and political developments.

TRACKING ERROR RISK. Certain factors may affect BFA’s ability to achieve close correlation with the index that the Master
Portfolio tracks, such as rounding of prices and changes to an index and regulatory policies. Therefore, the return of the Master
Portfolio may deviate from that of the index.

OTHER INVESTMENT CONSIDERATIONS. The Master Portfolio may enter into transactions in futures contracts and options
on futures contracts, each of which involves risk. The futures contracts and options on futures contracts that the Master Portfolio may
purchase may be considered derivatives. Derivatives are financial instruments whose values are derived, at least in part, from the
prices of other securities or specified assets, indices or rates. Some derivatives may be more sensitive than direct securities to changes
in interest rates or sudden market moves. Some derivatives also may be susceptible to fluctuations in yield or value due to their
structure or contract terms. In addition, in the event that the marked-to-market value of any over-the-counter derivative transaction(s)
entered into by the Master Portfolio gives rise to negative exposure (that is, if the relevant derivative transaction(s) were to be
terminated, the Master Portfolio would owe money to the counterparty), the Master Portfolio may be required to post collateral to its
counterparty in order to reduce or eliminate that negative exposure, which may have an adverse impact on the Master Portfolio’s
performance.

MASTER/FEEDER STRUCTURE

The Fund seeks to achieve its investment objective by investing all of its assets into the Master Portfolio of MIP. The Fund and
other entities investing in the Master Portfolio are each liable for all obligations of the Master Portfolio. However, the risk of the Fund
incurring financial loss on account of such liability is limited to circumstances in which both inadequate insurance existed and MIP
itself is unable to meet its obligations. Accordingly, the Fund’s Board of Trustees believes that neither the Fund nor its shareholders
will be adversely affected by investing Fund assets in the Master Portfolio. However, if a mutual fund or other investor withdraws its
investment from the Master Portfolio, the economic efficiencies (e.g., spreading fixed expenses among a larger asset base) that the
Fund’s Board of Trustees believes may be available through investment in the Master Portfolio may not be fully achieved. In addition,
given the relative novelty of the master/feeder structure, accounting or operational difficulties, although unlikely, could arise.

The Fund may withdraw its investment in the Master Portfolio only if the Fund’s Board of Trustees determines that such action is

in the best interests of the Fund and its shareholders. Upon any such withdrawal, the Fund’s Adviser, under the general supervision of
the Board of Trustees, would consider alternative investments, including investing all of the Fund’s assets in another investment
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company with the same investment objective as the Fund or for the Adviser to assume active management of the Fund’s assets in
accordance with the investment policies described below with respect to the Master Portfolio.

The investment objective of the Master Portfolio is non-fundamental and may be changed by vote of a majority of MIP's Trustees
without interestholder approval. Other fundamental policies of the Master Portfolio cannot be changed without approval by the holders
of a majority (as defined in the 1940 Act) of the Master Portfolio's outstanding interests. If the Master Portfolio’s investment objective
or fundamental or non-fundamental policies are changed, the Fund may elect to change its objective or policies to correspond to those
of the Master Portfolio. The Fund also may elect to redeem its interests in the Master Portfolio and either seek a new investment
company with a matching objective in which to invest or retain its own investment adviser to manage the Fund’s portfolio in
accordance with its objective. In the latter case, the Fund’s inability to find a substitute investment company in which to invest or
equivalent management services could adversely affect shareholders’ investments in the Fund. The Fund will provide shareholders
with 30 days’ written notice prior to the implementation of any change in the investment objective of the Fund or the Master Portfolio,
to the extent possible.

INVESTMENT RESTRICTIONS

FUNDAMENTAL POLICIES OF THE FUND. Except as provided otherwise, the following investment restrictions may be
changed with respect to the Fund only by a vote of a majority of the outstanding Shares of the Fund (as defined under “ADDITIONAL
INFORMATION - Organization and Description of Shares” in this SAI).

The Fund:

1. May purchase securities of any issuer only when consistent with the maintenance of its status as a diversified company under the
1940 Act, or the rules or regulations thereunder, as such statute, rules or regulations may be amended from time to time.

2. May not concentrate investments in a particular industry or group of industries, or within any one state as concentration is defined
under the 1940 Act, or the rules and regulations thereunder, as such statute, rules or regulations may be amended from time to time,
except that there shall be no limitation with respect to investments in any industry in which the S&P 500® Index becomes concentrated
to the same degree during the same period.

3. May issue senior securities to the extent permitted by the 1940 Act, or the rules or regulations thereunder, as such statute, rules or
regulations may be amended from time to time.

4. May lend or borrow money to the extent permitted by the 1940 Act, or the rules or regulations thereunder, as such statute, rules or
regulations may be amended from time to time.

5. May purchase or sell commodities, commaodities contracts, futures contracts, or real estate to the extent permitted by the 1940 Act,
or the rules or regulations thereunder, as such statute, rules or regulations may be amended from time to time.

6. May underwrite securities to the extent permitted by the 1940 Act, or the rules or regulations thereunder, as such statute, rules or
regulations may be amended from time to time.

7. May pledge, mortgage or hypothecate any of its assets to the extent permitted by the 1940 Act, or the rules or regulations
thereunder, as such statute, rules or regulations may be amended from time to time.

8. May, notwithstanding any other fundamental investment policy or restriction, invest all of its assets in the securities of a single
open-end management investment company with substantially the same fundamental investment objective, policies, and restrictions as
the Fund.

NON-FUNDAMENTAL POLICIES OF THE FUND. The fundamental limitations of the Fund have been adopted to avoid
wherever possible the necessity of shareholder meetings otherwise required by the 1940 Act. This recognizes the need to react quickly
to changes in the law or new investment opportunities in the securities markets and the cost and time involved in obtaining
shareholder approvals for diversely held investment companies. However, the Fund also has adopted non-fundamental limitations, set
forth below, which in some instances may be more restrictive than the Fund’s fundamental limitations. Any changes in the Fund’s
non-fundamental limitations will be communicated to the Fund’s shareholders prior to effectiveness.

The Fund may not:

1. Acquire more than 10% of the voting securities of any one issuer. This limitation applies to only 75% of the Fund’s assets.
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2. Invest in companies for the purpose of exercising control.

3. Borrow money, except for temporary or emergency purposes and then only in an amount not exceeding one-third of the value of
total assets and except that a Fund may borrow from banks or enter into reverse repurchase agreements for temporary emergency
purposes in amounts up to 20% of the value of its total assets at the time of such borrowing. To the extent that such borrowing exceeds
5% of the value of the Fund’s assets, asset coverage of at least 300% is required. In the event that such asset coverage shall at any time
fall below 300%, the Fund shall, within three days thereafter or such longer period as the Securities and Exchange Commission
(“SEC™) may prescribe by rules and regulations, reduce the amount of its borrowings to such an extent that the asset coverage of such
borrowing shall be at least 300%. This borrowing provision is included solely to facilitate the orderly sale of portfolio securities to
accommodate heavy redemption requests if they should occur and is not for investment purposes. All borrowings will be repaid before
making additional investments and any interest paid on such borrowings will reduce income.

4. Purchase or sell real estate, real estate limited partnership interest, commodities or commodities contracts (except that the Fund may
invest in futures contracts and options on futures contracts, as disclosed in the prospectuses) and interest in a pool of securities that are
secured by interests in real estate. However, subject to their permitted investments, the Fund may invest in companies which invest in
real estate, commodities or commodities contracts.

5. Make short sales of securities, maintain a short position or purchase securities on margin, except that the Fund may obtain short-
term credits as necessary for the clearance of security transactions.

6. Act as an underwriter of securities of other issuers except as it may be deemed an underwriter in selling a Fund security.

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

8. Invest in interests in oil, gas, or other mineral exploration or development programs and oil, gas or mineral leases.

FUNDAMENTAL OPERATING POLICIES OF THE MASTER PORTFOLIO. The Master Portfolio is subject to the following
fundamental investment limitations which cannot be changed without approval by the holders of a majority (as defined in the 1940
Act) of the Master Portfolio’s outstanding voting interests. To obtain approval, a majority of the Master Portfolio’s outstanding voting
interests means the vote of the lesser of: (1) 67% or more of the voting interests present, if more than 50% of the outstanding voting
interests are present or represented, or (2) more than 50% of the outstanding voting interests.

The Master Portfolio may not:

1. Purchase the securities of issuers conducting their principal business activity in the same industry if, immediately after the purchase
and as a result thereof, the value of the Master Portfolio’s investment in that industry would equal or exceed 25% of the current value
of the Master Portfolio’s total assets, provided that this restriction does not limit the Master Portfolio’s: (i) investments in securities of
other investment companies, (ii) investments in securities issued or guaranteed by the U.S. Government, its agencies or
instrumentalities, or (iii) investments in repurchase agreements collateralized by U.S. Government securities, and provided further that
the Master Portfolio reserves the right to concentrate in any industry in which the S&P 500® Index becomes concentrated to
approximately the same degree during the same period.

2. Purchase the securities of any single issuer if, as a result, with respect to 75% of the Master Portfolio’s total assets, more than 5% of
the value of its total assets would be invested in the securities of such issuer or the Master Portfolio’s ownership would be more than
10% of the outstanding voting securities of such issuer, provided that this restriction does not limit the Master Portfolio’s cash or cash
items, investments in securities issued or guaranteed by the U.S. Government, its agencies and instrumentalities, or investments in
securities of other investment companies.

3. Borrow money or issue senior securities, except to the extent permitted under the 1940 Act, including the rules, regulations and any
orders obtained thereunder.

4. Make loans to other parties, except to the extent permitted under the 1940 Act, including the rules, regulations and any orders
obtained thereunder. For the purposes of this limitation, entering into repurchase agreements, lending securities and acquiring any debt
securities are not deemed to be the making of loans.

5. Underwrite securities of other issuers, except to the extent that the purchase of permitted investments directly from the issuer

thereof or from an underwriter for an issuer and the later disposition of such securities in accordance with the Master Portfolio’s
investment program may be deemed to be an underwriting; and provided further, that the purchase by the Master Portfolio of
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securities issued by an open-end management investment company, or a series thereof, with substantially the same investment
objective, policies and restrictions as the Master Portfolio shall not constitute an underwriting for purposes of this paragraph.

6. Purchase or sell real estate unless acquired as a result of ownership of securities or other instruments (but this shall not prevent the
Master Portfolio from investing in securities or other instruments backed by real estate or securities of companies engaged in the real
estate business).

7. Purchase or sell commaodities, provided that (i) currency will not be deemed to be a commodity for purposes of this restriction, (ii)
this restriction does not limit the purchase or sale of futures contracts, forward contracts or options, and (iii) this restriction does not
limit the purchase or sale of securities or other instruments backed by commodities or the purchase or sale of commaodities acquired as
a result of ownership of securities or other instruments.

8. Purchase securities on margin, but the Master Portfolio may make margin deposits in connection with transactions in options,
forward contracts, futures contracts, including those related to indexes, and options on futures contracts or indexes.

NON-FUNDAMENTAL POLICIES OF THE MASTER PORTFOLIO. The Master Portfolio has adopted the following
investment restrictions as non-fundamental policies. These restrictions may be changed without interestholder approval by vote of a
majority of the Trustees of the Master Portfolio, at any time.

The Master Portfolio may:

1. Invest in shares of other open-end management investment companies, subject to the limitations of Section 12(d)(1) of the 1940
Act, including the rules, regulations and exemptive orders obtained thereunder; provided, however, that a Master Portfolio, if it has
knowledge that its beneficial interests are purchased by another investment company investor pursuant to Section 12(d)(1)(G) of the
1940 Act, will not acquire any securities of registered open-end management investment companies or registered unit investment
trusts in reliance on Section 12(d)(1)(F) or 12(d)(1)(G) of the 1940 Act. Other investment companies in which the Master Portfolio
invests can be expected to charge fees for operating expenses, such as investment advisory and administration fees, that would be in
addition to those charged by the Master Portfolio;

2. Not invest more than 15% of its net assets in illiquid securities. For this purpose, illiquid securities include, among others, (a)
securities that are illiquid by virtue of the absence of a readily available market or legal or contractual restrictions on resale, (b) fixed
time deposits that are subject to withdrawal penalties and that have maturities of more than seven days, and (c) repurchase agreements
not terminable within seven days.

3. Lend securities from its portfolio to brokers, dealers and financial institutions, in amounts not to exceed (in the aggregate) one-third
of the Master Portfolio’s total assets. Any such loans of portfolio securities will be fully collateralized based on values that are marked
to market daily.

4. Not purchase interests, leases, or limited partnership interests in oil, gas, or other mineral exploration or development programs.

5. The Master Portfolio will provide interestholders with at least 60 days’ notice of any change to the Master Portfolio’s non-
fundamental policy to invest at least 90% of the value of the Master Portfolio’s net assets, plus the amount of any borrowing for
investment purposes, in securities comprising the index that the Master Portfolio tracks. The notice will be provided in plain English
in a separate written document, and will contain the following prominent statement or similar statement in bold-face type: “Important
Notice Regarding Change in Investment Policy.” This statement will appear on both the notice and the envelope in which it is
delivered, unless it is delivered separately from other communications to investors, in which case the statement will appear either on
the notice or the envelope in which the notice is delivered.

If a percentage restriction is adhered to at the time of investment, a later change in percentage resulting from a change in values or
assets will not constitute a violation of such restriction.

PORTFOLIO TURNOVER

Portfolio turnover rate is calculated by dividing the lesser of purchases or sales of portfolio securities for the year by the monthly
average value of the portfolio securities. The calculation excludes all securities whose maturities at the time of acquisition were one
year or less. The Fund expects to remain fully invested in the Master Portfolio, therefore, there will be little to no portfolio turnover.
The portfolio turnover rate for the Master Portfolio generally is not expected to exceed 50%, and for the fiscal years ended December
31, 2009, 2008 and 2007, it was 5%, 8% and 7%, respectively.
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High turnover rates will generally result in higher transaction costs to the Fund and Master Portfolio and may result in higher
levels of taxable realized gains (including short-term taxable gains generally taxed at ordinary income tax rates) to the Fund’s
shareholders. The portfolio turnover rate may vary greatly from year to year as well as within a particular year, and may also be
affected by cash requirements for redemptions of Shares. A higher portfolio turnover rate may lead to increased taxes and transaction
costs. Portfolio turnover will not be a limiting factor in making investment decisions. See “Additional Tax Information.”

VALUATION

The securities held directly by the Fund are valued in accordance with the following procedures. Except as noted below,
investments of the Fund in securities traded on a national securities exchange or in the over-the-counter market are valued at the
closing price on the principal exchange or market, typically 4:00 PM EST or, absent such a price, by reference to the latest available
bid prices in the principal market in which such securities are normally traded.

Securities the principal market for which is not a securities exchange are valued at their latest bid quotations in such principal
market. Fixed income securities are valued by using evaluations provided by an independent pricing service, the use of which has been
approved by the Board of Trustees. Securities for which an independent pricing service does not provide a current evaluation or
provides a value that does not represent fair value in the judgment of the Funds’ Adviser are valued at fair value under procedures
approved by the Funds’ Board of Trustees. Such procedures may include a yield equivalent or a price produced through use of a
pricing matrix provided by a national pricing service approved by the Board of Trustees. With respect to participation certificates
(otherwise known as participation notes, equity linked notes, or “widgets”), if the price provided by an independent pricing service
should reflect a price premium, the market maker (broker) will be contacted to provide the premium and the participation certificate’s
price will be adjusted accordingly. Short-term securities are valued at either amortized cost or original cost plus interest, which
approximates current value. Repurchase Agreements are valued at original cost. Open ended mutual fund investments will be valued
at the most recently calculated NAV. Closed end mutual funds are valued at their market values based upon the latest available sale
price or, absent such a price, by reference to the latest available bid prices in the principal market in which such securities are
normally traded.

The value of a foreign security is determined in its national currency as of the close of trading on the foreign exchange or other
principal market on which it is traded, which value is then converted into its U.S. dollar equivalent using the latest foreign exchange
bid quotation (from an approved pricing vendor) as of the time of NAV calculation. When the closing price is not an accurate
representation of value due to events that have occurred after the closing of the primary exchange and prior to the time of NAV
calculations (hereinafter, a “Significant Event”), then a market quotation is deemed to not be readily available and the fair value of
affected securities will be determined by consideration of other factors by the Pricing Committee as detailed below. An example of a
frequently occurring Significant Event is a movement in the U.S. equity markets. The Pricing Committee may predetermine the level
of such a movement that will constitute a Significant Event (a “Trigger”) and preauthorize the Trust’s Accounting Agent to utilize a
pricing service authorized by the Board (a “Fair Value Pricing Service”) that has been designed to determine a fair value. On a day
when a Fair Value Pricing Service is so utilized pursuant to a preauthorization, the Pricing Committee need not meet (and, therefore,
will not produce minutes). The Pricing Committee, however, will determine the fair value of securities effected by a Significant Event
where either (i) the Pricing Committee has not authorized the use of a Fair Value Pricing Service, or (ii) where the Significant Event is
other than a movement in the U.S. equity markets that qualifies as a Trigger.

Securities for which market quotations are readily available will be valued on the basis of quotations provided by dealers in such
securities or furnished through a national pricing service approved by the Board of Trustees. Securities for which market quotations
are not readily available and other assets will be valued at fair value using methods determined in good faith by the Pricing Committee
under the supervision of the Trustees and may include yield equivalents or a price produced through use of a pricing matrix provided
by a national pricing service approved by the Board.

S&P 500® Stock Master Portfolio. The securities of the Master Portfolio are valued as follows. The aggregate net asset value of
the Master Portfolio is the value of the securities held by the Master Portfolio plus any cash or other assets (including interest and
dividends accrued but not yet received) minus all liabilities (including accrued expenses). Expenses, including the fee payable to BFA,
are accrued daily. Each investor in the Master Portfolio may add to or reduce its investment in the Master Portfolio on each day the
NYSE is open for trading. The value of each investor’s interest in the Master Portfolio will be determined after the close of business
on the NYSE by multiplying the aggregate net asset value of the Master Portfolio by the percentage, effective for that day, that
represents the investor’s share of the aggregate interests in the Master Portfolio. Any additions or withdrawals to be effected on that
day will then be effected. The investor’s percentage of the aggregate interests in the Master Portfolio will then be recomputed as the
percentage equal to the fraction (i) the numerator of which is the value of such investor’s investment in the Master Portfolio as of the
time of determination on such day plus or minus, as the case may be, the amount of any additions to or withdrawals from the
investor’s investment in the Master Portfolio effected on such day, and (ii) the denominator of which is the aggregate net asset value
of the Master Portfolio as of such time on such day plus or minus, as the case may be, the amount of the net additions to or
withdrawals from the aggregate investments in the Master Portfolio by all investors in the Master Portfolio. The percentage so
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determined will then be applied to determine the value of the investor’s interest in the Master Portfolio after the close of business on
the NYSE or the next determination of the aggregate net asset value of the Master Portfolio.

Valuation of securities held by the Master Portfolio is as follows:

Equity Investments. Equity securities traded on a recognized securities exchange (e.g., NYSE), separate trading boards of a
securities exchange or through a market system that provides contemporaneous transaction pricing information (an “Exchange”) are
valued via independent pricing services generally at the Exchange closing price or if an Exchange closing price is not available, the
last traded price on that Exchange prior to the time as of which the assets or liabilities are valued, however, under certain
circumstances other means of determining current market value may be used. If an equity security is traded on more than one
Exchange, the current market value of the security where it is primarily traded generally will be used. In the event that there are no
sales involving an equity security held by the Master Portfolio on a day on which the Master Portfolio values such security, the last bid
(long positions) or ask (short positions) price, if available, will be used as the value of such security. If the Master Portfolio holds both
long and short positions in the same security, the last bid price will be applied to securities held long and the last ask price will be
applied to securities sold short. If no bid or ask price is available on a day on which the Master Portfolio values such security, the prior
day’s price will be used, unless BFA determines that such prior day’s price no longer reflects the fair value of the security, in which
case such asset would be treated as a fair value asset.

Fixed Income Investments. Fixed income securities for which market quotations are readily available are generally valued using
such securities’ most recent bid prices provided directly from one or more broker-dealers, market makers, or independent third-party
pricing services which may use matrix pricing and valuation models to derive values, each in accordance with valuation procedures
approved by the Master Portfolio’s Board. The amortized cost method of valuation may be used with respect to debt obligations with
sixty days or less remaining to maturity unless BFA determines such method does not represent fair value. Loan participation notes
are generally valued at the mean of the last available bid prices from one or more brokers or dealers as obtained from independent
third-party pricing services. Certain fixed income investments including asset-backed and mortgage-related securities may be valued
based on valuation models that consider the estimated cash flows of each tranche of the entity, establish a benchmark yield and
develop an estimated tranche specific spread to the benchmark yield based on the unique attributes of the tranche. Fixed income
securities for which market quotations are not readily available may be valued by third-party pricing services that make a valuation
determination by securing transaction data (e.g., recent representative bids), credit quality information, perceived market movements,
news, and other relevant information and by other methods, which may include consideration of: yields or prices of securities of
comparable quality, coupon, maturity and type; indications as to values from dealers; and general market conditions.

Options, Futures, Swaps and Other Derivatives. Exchange-traded equity options for which market quotations are readily
available are valued at the mean of the last bid and ask prices as quoted on the Exchange or the board of trade on which such options
are traded. In the event that there is no mean price available for an exchange traded equity option held by the Master Portfolio on a day
on which the Master Portfolio values such option, the last bid (long positions) or ask (short positions) price, if available, will be used
as the value of such option. If no bid or ask price is available on a day on which the Master Portfolio values such option, the prior
day’s price will be used, unless BFA determines that such prior day’s price no longer reflects the fair value of the option in which case
such option will be treated as a fair value asset. OTC options may be valued using a mathematical model which incorporates a number
of market data factors. Financial futures contracts and options thereon, which are traded on exchanges, are valued at their last sale
price or settle price as of the close of such exchanges. Swap agreements and other derivatives are generally valued daily based upon
quotations from market makers or by a pricing service in accordance with the valuation procedures approved by the Board.

Underlying Funds. Shares of underlying open-end funds are valued at net asset value. Shares of underlying exchange-traded
closed-end funds or other ETFs will be valued at their most recent closing price.

GENERAL VALUATION INFORMATION

In determining the market value of portfolio investments, the Master Portfolio may employ independent third party pricing
services, which may use, without limitation, a matrix or formula method that takes into consideration market indexes, matrices, yield
curves and other specific adjustments. This may result in the securities being valued at a price different from the price that would have
been determined had the matrix or formula method not been used. All cash, receivables and current payables are carried on the Master
Portfolio’s books at their face value.

Prices obtained from independent third party pricing services, broker-dealers or market makers to value the Master Portfolio’s
securities and other assets and liabilities are based on information available at the time the Master Portfolio values its assets and
liabilities. In the event that a pricing service quotation is revised or updated subsequent to the day on which the Master Portfolio
valued such security, the revised pricing service quotation generally will be applied prospectively. Such determination shall be made
considering pertinent facts and circumstances surrounding such revision.
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In the event that application of the methods of valuation discussed above result in a price for a security which is deemed not to be
representative of the fair market value of such security, the security will be valued by, under the direction of or in accordance with a
method specified by the Master Portfolio’s Board as reflecting fair value. All other assets and liabilities (including securities for which
market quotations are not readily available) held by athe Master Portfolio (including restricted securities) are valued at fair value as
determined in good faith by the Master Portfolio’s Board or by BFA (its delegate). Any assets and liabilities which are denominated in
a foreign currency are translated into U.S. dollars at the prevailing rates of exchange.

Certain of the securities acquired by the Master Portfolio may be traded on foreign exchanges or over-the-counter markets on days
on which the Master Portfolio’s net asset value is not calculated. In such cases, the net asset value of the Master Portfolio’s shares may
be significantly affected on days when investors can neither purchase nor redeem shares of the Master Portfolio.

Fair Value. When market quotations are not readily available or are believed by BlackRock Advisors, LLC, BlackRock, Inc. and
their affiliates (collectively, “BlackRock”) to be unreliable, the Master Portfolio’s investments are valued at fair value (“Fair Value
Assets”). Fair Value Assets are valued by BlackRock in accordance with procedures approved by the Master Portfolio’s Board.
BlackRock may conclude that a market quotation is not readily available or is unreliable if a security or other asset or liability does not
have a price source due to its complete lack of trading, if BlackRock believes a market quotation from a broker-dealer or other source
is unreliable (e.g., where it varies significantly from a recent trade, or no longer reflects the fair value of the security or other asset or
liability subsequent to the most recent market quotation), where the security or other asset or liability is only thinly traded or due to the
occurrence of a significant event subsequent to the most recent market quotation. For this purpose, a “significant event” is deemed to
occur if BlackRock determines, in its business judgment prior to or at the time of pricing the Master Portfolio’s assets or liabilities,
that it is likely that the event will cause a material change to the last exchange closing price or closing market price of one or more
assets or liabilities held by the Master Portfolio. On any date the NYSE is open and the primary exchange on which a foreign asset or
liability is traded is closed, such asset or liability will be valued using the prior day’s price, provided that BlackRock is not aware of
any significant event or other information that would cause such price to no longer reflect the fair value of the asset or liability, in
which case such asset or liability would be treated as a Fair Value Asset. For certain foreign securities, a third-party vendor supplies
evaluated, systematic fair value pricing based upon the movement of a proprietary multi-factor model after the relevant foreign
markets have closed. This systematic fair value pricing methodology is designed to correlate the prices of foreign securities following
the close of the local markets to the price that might have prevailed as of the Master Portfolio’s pricing time.

BlackRock, with input from the BlackRock Portfolio Management Group, will submit its recommendations regarding the
valuation and/or valuation methodologies for Fair Value Assets to BlackRock’s Valuation Committee. The Valuation Committee may
accept, modify or reject any recommendations. In addition, the Master Portfolio’s accounting agent periodically endeavors to confirm
the prices it receives from all third party pricing services, index providers and broker-dealers, and, with the assistance of BlackRock,
to regularly evaluate the values assigned to the securities and other assets and liabilities held by the Master Portfolio. The pricing of all
Fair Value Assets is subsequently reported to and ratified by the Board or a Committee thereof.

When determining the price for a Fair Value Asset, the BlackRock Valuation Committee (or the Pricing Group) shall seek to
determine the price that the Master Portfolio might reasonably expect to receive from the current sale of that asset or liability in an
arm’s-length transaction. The price generally may not be determined based on what the Master Portfolio might reasonably expect to
receive for selling an asset or liability at a later time or if it holds the asset or liability to maturity. Fair value determinations shall be
based upon all available factors that the Valuation Committee (or Pricing Group) deems relevant at the time of the determination, and
may be based on analytical values determined by BlackRock using proprietary or third party valuation models.

Fair value represents a good faith approximation of the value of an asset or liability. The fair value of one or more assets or
liabilities may not, in retrospect, be the price at which those assets or liabilities could have been sold during the period in which the
particular fair values were used in determining the Master Portfolio’s net asset value. As a result, the Master Portfolio’s sale or
redemption of its shares at net asset value, at a time when a holding or holdings are valued at fair value, may have the effect of diluting
or increasing the economic interest of existing shareholders.

The Master Portfolio’s annual audited financial statements, which are prepared in accordance with generally accepted accounting
principles (“GAAP”), follow the requirements for valuation set forth in Statement on Financial Accounting Standards No. 157, “Fair
Value Measurements” (“FAS 157”), which defines and establishes a framework for measuring fair value under GAAP and expands
financial statement disclosure requirements relating to fair value measurements.

Generally, FAS 157 and other accounting rules applicable to mutual funds and various assets in which they invest are evolving.
Such changes may adversely affect the Master Portfolio. For example, the evolution of rules governing the determination of the fair
market value of assets or liabilities to the extent such rules become more stringent would tend to increase the cost and/or reduce the
availability of third-party determinations of fair market value. This may in turn increase the costs associated with selling assets or
affect their liquidity due to the Master Portfolio’s inability to obtain a third-party determination of fair market value.
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ADDITIONAL PURCHASE AND REDEMPTION INFORMATION

Each class of Shares of the Fund is offered on a continuous basis by BB&T AM Distributors, Inc. (the “Distributor”), banks,
brokers and other financial intermediaries, as well as through accounts at Branch Banking and Trust Company (“BB&T”), or BB&T’s
affiliated or correspondent banks. Customers purchasing Shares of the Fund may include officers, directors, or employees of BB&T or
BB&T’s affiliated or correspondent banks. Class B shares are closed to new purchases. If you hold Class B shares, you may: (i)
continue as a Class B shareholder; (ii) continue to reinvest dividends and distributions into Class B shares; and (iii) exchange your
Class B Shares of a BB&T Fund for Class B shares of other BB&T Funds, as permitted by existing exchange privileges. Note also
that the Fund, or certain of its share classes, may not be available for purchase in all states.

PURCHASE OF CLASS A, CLASS B, AND CLASS C SHARES

As stated in the Class A, Class B and Class C Prospectus, the public offering price of Class A Shares of the Fund is its NAV next
computed after an order is received, plus a sales charge which varies based upon the quantity purchased. The public offering price of
such Class A Shares is calculated by dividing NAV by the difference (expressed as a decimal) between 100% and the sales charge
percentage of offering price applicable to the purchase. The offering price is rounded to two decimal places each time a computation is
made. The sales charge scale set forth in the Class A, Class B and Class C Prospectus applies to purchases of Class A Shares of the
Fund by a purchaser (a “Purchaser”).

Class B and Class C Shares of the Fund are sold at their NAV per share, as next computed after an order is received. However, as
discussed in the Class A, Class B, and Class C Prospectus, the Class B and Class C Shares are subject to a contingent deferred sales
charge (“CDSC”) if they are redeemed prior to the sixth and first anniversary of purchase, respectively. See “SALES CHARGE
REDUCTIONS AND WAIVERS?” for additional information.

Shares of the Fund sold to a bank, other financial institution or intermediary, broker-dealer, or affiliate or subsidiary of the
Distributor (hereinafter referred to individually as “Participating Organizations™) acting in a fiduciary, advisory, custodial, or other
similar capacity on behalf of customers will normally be held of record by the Participating Organizations. With respect to Shares so
sold, it is the responsibility of the Participating Organization to transmit purchase or redemption orders to the Fund’s transfer agent
and to deliver federal funds for purchase on a timely basis. Beneficial ownership of the Shares will be recorded by the Participating
Organizations and reflected in the account statements provided by the Participating Organizations to customers. Depending upon the
terms of a particular customer account, a Participating Organization or Bank may charge a customer’s account fees for services
provided in connection with investment in the Fund.

In the case of orders for the purchase of Shares placed through a broker-dealer, the public offering price will be the NAV as so
determined plus any applicable sales charge, but only if the broker-dealer receives the order prior to the time at which the Fund’s
NAV is determined for that day (the “Valuation Time”) and transmits to the Fund by the Valuation Time. The broker-dealer is
responsible for transmitting such orders promptly. If the broker-dealer fails to do so, the investor’s right to that day’s closing price
must be settled between the investor and the broker-dealer. If the broker-dealer receives the order after the Valuation Time for that
day, the price will be based on the NAV determined as of the Valuation Time for the next Business Day.

Every shareholder will be mailed a confirmation of each new transaction in the shareholder’s account. In the case of Class A, Class
B, and Class C Shares held of record by a Participating Organization but beneficially owned by a customer, confirmations of
purchases, exchanges and/or redemptions of Class A, Class B, and Class C Shares by a Participating Organization will be sent to the
customer by the Participating Organization. Certificates representing Shares will not be issued.

AUTO INVEST PLAN. The Fund’s Auto Invest Plan enables shareholders to make regular purchases of Class A, Class C, and
Institutional Shares through automatic deduction from their bank accounts. Investors are no longer able to invest in Class B shares
through an automatic investment plan. With shareholder authorization, the Fund’s transfer agent will deduct the amount specified
(subject to the applicable minimums) from the shareholder’s bank account and will automatically invest that amount in Class A, Class
C, or Institutional Shares at the public offering price on the date of such deduction.

For a shareholder to change the Auto Invest instructions or to discontinue the feature, the request must be made in writing to
BB&T Funds, P.O. Box 9762, Providence, Rhode Island 02940-9762. The Auto Invest Plan may be amended or terminated without
notice at any time by the Fund.

BB&T FUNDS INDIVIDUAL RETIREMENT ACCOUNT (“IRA™). A BB&T Funds IRA enables individuals, even if they
participate in an employer-sponsored retirement plan, to establish their own retirement program by purchasing Class A, Class B or
Class C Shares for an IRA. BB&T Funds IRA contributions may be tax-deductible and earnings are tax deferred. Under the Tax
Reform Act of 1986 and Taxpayer Relief Act of 1997, the tax deductibility of IRA contributions is restricted or eliminated for
individuals who participate in certain employer pension plans and whose annual income exceeds certain limits. Existing IRAs and
future contributions up to the IRA maximums, whether deductible or not, still earn income on a tax-deferred basis.
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All BB&T Funds IRA distribution requests must be made in writing to the Distributor. Any additional deposits to a BB&T Funds
IRA must distinguish the type and year of the contribution.

For more information on a BB&T Funds IRA call BB&T Funds at 1-800-228-1872. Shareholders are advised to consult a tax
adviser on BB&T Funds IRA contribution and withdrawal requirements and restrictions.

SALES CHARGES

As the Fund’s principal underwriter, the Distributor enters into selling and/or service agreements with financial intermediaries to
authorize the financial intermediaries to make available Class A and Class C Shares of the Funds to investors. The Distributor re-
allows the applicable sales charge as dealer discounts and brokerage commissions. The Distributor may retain 0.25% of the sales
charge charged to shareholders for marketing and distribution expenses. The Fund’s transfer agent will pay the remaining sales charge
to dealers. As a result, broker-dealers that sell shares of the Fund may receive more revenue from the sale of the Fund than from the
sale of other mutual funds offered by such firms. Under federal securities laws, a broker or dealer who receives a reallowance in
excess of 90% of the sales charge may be deemed to be an “underwriter” for purposes of the 1933 Act. From time to time dealers who
receive dealer discounts and broker commissions may reallow all or a portion of such dealer discounts and broker commissions to
other dealers or brokers.

The Distributor, at its expense, may also provide additional compensation to dealers in connection with sales of Class A Shares of
the Fund. The maximum cash compensation payable by the shareholders is 5.75% of the public offering price of Class A Shares. In
addition, the Adviser may provide financial assistance to financial intermediaries (including, but not limited to, broker dealers,
shareholder servicing agents, and financial advisors) in connection with conferences, sales or training programs for their employees,
seminars for the public, advertising campaigns regarding the Fund, and/or broker dealer-sponsored special events. Financial
intermediaries may not use sales of the Fund’s Shares to qualify for this compensation to the extent such may be prohibited by the
laws of any state or any self-regulatory agency, such as the Financial Industry Regulatory Authority. Financial intermediaries are not
permitted to delay the placement of orders to benefit themselves by a price change.

CLASS A SHARES

Class A Shares are sold at their public offering price. This price equals NAV plus the initial sales charge, if applicable. Therefore,
part of the money you invest will be used to pay the sales charge. The remainder is invested in Fund shares. The sales charge
decreases with larger purchases. There is no sales charge on shares purchased directly from the Funds online at www.bbtfunds.com or
on reinvested dividends and distributions.

The current sales charge rates are as follows:

SALESCHARGE  SALES CHARGE MAXIMUM
AS A % OF AS A % OF DEALER

YOUR INVESTMENT OFFERING PRICE _YOUR INVESTMENT ~ REALLOWANCE

AS A % OF

OFFERING PRICE
Up to $49,999 5.75% 6.10% 5.75%
$50,000 to $99,999 4.50% 4.71% 4.50%
$100,000 up to $249,999 3.50% 3.63% 3.50%
$250,000 up to $499,999 2.50% 2.56% 2.50%
$500,000 up to $999,999 2.00% 2.04% 2.00%
$1,000,000 and above(1) 0.00% 0.00% 0.00%

1 There is no initial sales charge on purchases of $1 million or more. However, a contingent deferred sales charge (“CDSC”)
of up to 1.00% of the purchase price will be charged to the shareholders if the shares are redeemed within two years after
purchase. This charge will be based on the lower of your cost for the shares or their NAV at the time of redemption. There
will be no CDSC on reinvested distributions.

A CDSC of up to 1.00% of the purchase price will be charged to the following shareholders who received a sales charge
waiver and then redeem their shares within two years after purchase: (i) employees of BB&T Funds, BB&T and its affiliates,
(ii) shareholders who purchased shares with proceeds from redemptions from another mutual fund complex within 60 days of
redemption if a sales charge was paid on such shares, and (iii) shareholders who purchased shares online at
www.hbtfunds.com. This CDSC will be based on the lower of the cost of the shares or their NAV at the time of redemption.

For (i) sales of over $1 million or more, (ii) sales to employees of BB&T Funds, BB&T and its affiliates, and (iii) sales of

shares purchased with proceeds from redemptions from another mutual fund complex within 60 days of redemption, if a sales
charge was paid on such shares, the Distributor also pays broker-dealers a finder’s fee of up to 1.00% of the offering price of
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such shares up to and including $2.5 million, 0.5% of the offering price over $2.5 million and up to $5 million, and 0.25% of
the offering price over $5 million out of its own assets.

The sales charges set forth in the table above are applicable to purchases made at one time by any Purchaser, which includes: (i) an
individual, his or her spouse and children under the age of 21; (ii) a trustee or other fiduciary of a single trust estate or single fiduciary
account; or (iii) any other organized group of persons, whether incorporated or not, provided that such organization has been in
existence for at least six months and has some purpose other than the purchase of redeemable securities of a registered investment
company. In order to qualify for a lower sales charge, all orders from a Purchaser will have to be placed through a single investment
dealer and identified at the time of purchase as originating from the same Purchaser, although such orders may be placed into more
than one discrete account which identifies the Purchasers.

In determining whether a particular redemption is subject to a CDSC, it is assumed that the redemption is first of any Class A
Shares, then of any Class C Shares, and then of any Class B Shares in the shareholder’s Fund account (unless the shareholder elects to
redeem in a different order) or Shares representing capital appreciation, next of Shares acquired pursuant to reinvestment of dividends
and capital gain distributions, and finally of other Shares held by the shareholder for the longest period of time. This method should
result in the lowest possible sales charge.

SALES CHARGE REDUCTIONS AND WAIVERS

Certain sales of Class A Shares are made without a sales charge or with a reduced sales charge, as described in the Fund's Class A,
Class B, and Class C Prospectus under the caption “Sales Charge Reductions and Waivers,” to promote goodwill with employees and
others with whom the Distributor, BB&T and/or BB&T Funds have business relationships, and because the sales effort, if any,
involved in making such sales is negligible. However, a CDSC of up to 1.00% of the purchase price will be charged to the following
shareholders who receive a sales charge waiver on Class A Shares and then redeem their shares within two years of purchase (i)
shareholders who purchase $1 million or more; (ii) employees of BB&T Funds, BB&T and its affiliates; (iii) shareholders who
purchased shares with proceeds from redemptions from another mutual fund complex within 60 days of redemption if a sales charge
was paid on such shares during the previous two calendar years; and (iv) shareholders who purchased shares online at
www.hbbtfunds.com. This CDSC will be based on the lower of the cost of the shares or their NAV at the time of redemption.

LETTER OF INTENT. Any Purchaser may obtain a reduced sales charge by means of a written Letter of Intent (“LOI”) which
expresses the intention of such Purchaser to invest a certain amount in Class A Shares of any of the Variable NAV Funds, i.e., those
Funds which charge a sales charge, within a period of 13 months. Each purchase of Shares under a LOI will be made at the public
offering price plus the sales charge applicable at the time of such purchase to a single transaction of the total dollar amount indicated
in the LOI (the "LOI Investment Amount"). For purposes of meeting the LOI Investment Amount, a LOI may include purchases of
Class A Shares made not more than 90 days prior to the date such Purchaser signs a LOI if such LOI gives the transfer agent sufficient
information to permit confirmation of the purchase of Class A shares within the preceding 90 day period; however, no sales charge
adjustment will be made for shares purchased prior to the date of the LOI. The 13-month period during which the LOI is in effect will
begin on the date of the earliest purchase to be included. This program may be modified or eliminated at any time or from time to
time by the Fund without notice.

A LOI is not a binding obligation upon the investor to purchase the LOI Investment Amount. The minimum initial investment
under a LOI is 5% of such amount. Class A Shares purchased with the first 5% of such amount will be held in escrow (while
remaining registered in the name of the investor) to secure payment of the higher sales charge applicable to the Class A Shares
actually purchased if the LOI Investment Amount is not purchased, and such escrowed Class A Shares will be involuntarily redeemed
to pay the additional sales charge, if necessary. Dividends on escrowed Class A Shares, whether paid in cash or reinvested in
additional Class A Shares will not be held in escrow. The escrowed Class A Shares will not be available for disposal by the investor
until all purchases pursuant to the LOI have been made or the higher sales charge has been paid. When the LOI Investment Amount
has been purchased, the escrow will be released. To the extent that an investor purchases more than the LOI Investment Amount
indicated on the LOI and qualifies for a further reduced sales charge within the 13 month period, no sales charge adjustment will be
made for shares purchased prior to such qualifying purchase.

For further information, interested investors should contact the Fund’s transfer agent. LOI privileges may be amended or
terminated without notice at any time by the Fund.

CONCURRENT PURCHASES AND RIGHT OF ACCUMULATION. A Purchaser (as defined above) may qualify for a reduced
sales charge by combining concurrent purchases of Class A Shares of one or more of the Variable NAV Funds or by combining a
current purchase of Class A Shares of a Variable NAV Fund with prior purchases of Shares of any Variable NAV Fund. The
applicable sales charge is based on the sum of (i) the Purchaser’s current purchase of Class A Shares of any Variable NAV Fund sold
with a sales charge plus (ii) the then current NAV of all Class A Shares held by the Purchaser in any Variable NAV Fund. To receive
the applicable public offering price pursuant to the right of accumulation, shareholders must at the time of purchase provide the
transfer agent with sufficient information to permit confirmation of qualification. Accumulation privileges may be amended or
terminated without notice at any time by the Fund.
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Proceeds from the CDSC together with the distribution and shareholder service fees under the Distribution and Shareholder
Services Plan, dated October 1, 1992, as amended (the “Distribution Plan”) are payable to the Distributor to defray the expenses of
advancing brokerage commissions, as well as expenses for the Fund’s distribution-related and shareholder services. These services
include the payment of compensation to dealers and agents selling Class B and Class C Shares. A dealer commission of 4.00% of the
original purchase price of the Class B Shares of the Fund and of 1.00% of the original purchase price of the Class C Shares of the
Fund will be paid to financial institutions and intermediaries. However, the Distributor may, in its sole discretion, pay a higher dealer
commission. In addition, the Distributor may retain 0.25% of the original purchase price of the Class B and Class C Shares.

CLASS B AND CLASS C SHARES. The CDSC is waived on redemption of Class B and Class C Shares: (i) following the death
or disability (as defined in the Code, as defined below) of a shareholder or a participant or beneficiary of a qualifying retirement plan
if redemption is made within one year of such death or disability; (ii) to the extent that the redemption represents a minimum required
distribution from an Individual Retirement Account or other qualifying retirement plan to a shareholder who has attained the age of 70
1/2; and (iii) provided that the shareholder withdraws no more than 12% of the account value annually using the Auto Withdrawal
Plan Feature. A shareholder or his or her representative should contact the transfer agent to determine whether a retirement plan
qualifies for a waiver and must notify the transfer agent prior to the time of redemption if such circumstances exist and the shareholder
is eligible for this waiver. In addition, the following circumstances are not deemed to result in a “redemption” of Class B or Class C
Shares for purposes of the assessment of a CDSC, which is therefore waived: (i) plans of reorganization of the Fund, such as mergers,
asset acquisitions and exchange offers to which the Fund is a party; and (ii) exchanges for Class B Shares or Class C Shares of other
Funds as described under “Exchange Privilege.”

For purposes of conversion to Class A Shares, shares received as dividends and other distributions paid on Class B Shares in a
shareholder’s Fund account will be considered to be held in a separate sub-account. Each time any Class B Shares in a shareholder’s
Fund account (other than those in the sub-account) convert to Class A Shares, a pro-rata portion of the Class B Shares in the sub-
account will also convert to Class A Shares.

If a shareholder effects one or more exchanges among Class B Shares of the Funds during the eight-year period, the Funds will
aggregate the holding periods for the shares of each Fund of BB&T Funds for purposes of calculating that eight-year period. Because
the per share NAV of the Class A Shares may be higher than that of the Class B Shares at the time of conversion, a shareholder may
receive fewer Class A Shares than the number of Class B Shares converted, although the dollar value will be the same.

EXCHANGE PRIVILEGE

INSTITUTIONAL SHARES. Class A, Class B or Class C Shares may be exchanged for Institutional Shares of the Fund if an
investor becomes eligible to purchase Institutional Shares. Institutional Shares may be exchanged for Class A Shares of the Fund if an
investor ceases to be eligible to purchase Institutional Shares.

CLASS B. Class B Shares of the Fund may be exchanged for Class B Shares of the other Funds on the basis of relative NAV per
Class B Share, without the payment of any CDSC which might otherwise be due upon redemption of the outstanding Class B Shares.

For purposes of computing the CDSC that may be payable upon a disposition of the newly acquired Class B Shares, the holding
period for outstanding Class B Shares of the Fund from which the exchange was made is “tacked” to the holding period of the newly
acquired Class B Shares. For purposes of calculating the holding period applicable to the newly acquired Class B Shares, the newly
acquired Class B Shares shall be deemed to have been issued on the date of receipt of the shareholder’s order to purchase the
outstanding Class B Shares of the Fund from which the exchange was made.

CLASS C. Class C Shares of the Fund may be exchanged for Class C shares of the other Funds on the basis of relative NAV per
Class C Share, without the payment of any CDSC which might otherwise be due upon redemption of the outstanding Class C Shares.

For purposes of computing the CDSC that may be payable upon a disposition of the newly acquired Class C Shares, the holding
period for outstanding Class C Shares of the Fund from which the exchange was made is “tacked” to the holding period of the newly
acquired Class C Shares. For purposes of calculating the holding period applicable to the newly acquired Class C Shares, the newly
acquired Class C Shares shall be deemed to have been issued on the date of receipt of the shareholder’s order to purchase the
outstanding Class C Shares of the Fund from which the exchange was made.

ADDITIONAL INFORMATION. An exchange is considered a sale of Shares and will result in a capital gain or loss for federal
income tax purposes, which, in general, is calculated by netting the shareholder’s tax cost (or “basis™) in the Shares surrendered and
the value of the Shares received in the exchange. If a shareholder exchanges Class A Shares within 90 days of acquiring them and if a
sales charge is waived on the exchange, for purposes of measuring the capital gain or loss on the exchange, the shareholder’s basis in
the surrendered Shares is reduced by the lesser of (i) the sales charge paid for the surrendered shares or (ii) the amount of the sales
charge that is waived on the exchange.
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If not selected on the Account Registration form, the shareholder will automatically receive Exchange privileges. A shareholder
wishing to exchange Class A, Class B or Class C Shares purchased through a Participating Organization or Bank may do so by
contacting the Participating Organization or Bank. If an exchange request in good order is received by the Fund’s transfer agent by
12:00 noon (Eastern Time) on any Business Day, the exchange usually will occur on that day.

MATTERS AFFECTING REDEMPTION

REDEMPTION BY MAIL. A written request for redemption must be received by the Fund’s transfer agent in order to constitute a
valid tender for redemption from an IRA. Also, the signature on the written request must be guaranteed by a bank, broker, dealer,
credit union, securities exchange, securities association, clearing agency or savings association, as those terms are defined in Rule
17Ad-15 under the Securities Exchange Act of 1934 if (a) a redemption check is to be payable to anyone other than the Owner(s) of
record, (b) a redemption check is to be mailed to the Owner(s) at an address other than the address of record (c) the Owner(s) address
of record has changed within the last ten (10) business days, (d) the redemption proceeds are being transferred to another Fund
account with a different registration, or (e) the redemption proceeds are being wired to bank instructions currently not on the account.
The Fund reserves the right to reject any signature guarantee if (1) it has reason to believe that the signature is not genuine, (2) it has
reason to believe that the transaction would otherwise be improper, or (3) the guarantor institution is a broker or dealer that is neither a
member of a clearing corporation nor maintains net capital of at least $100,000. Proceeds may be mailed to the address of record or
sent electronically or mailed to a previously designated bank account without a signature guarantee. See “Redemption by Telephone”
for further discussion on sending proceeds to your bank account.

REDEMPTION BY TELEPHONE. Shares may be redeemed by telephone if the shareholder selected that option on the Account
Registration Form. A shareholder may have the proceeds mailed to the address of record, sent electronically or mailed directly to a
domestic commercial bank account previously designated by the shareholder on the Account Registration Form. Under most
circumstances, such payments will be transmitted on the next Business Day following receipt of a valid request for redemption. Such
electronic redemption requests may be made by the shareholder by telephone to the transfer agent. The transfer agent may reduce the
amount of a wire redemption payment by its then-current wire redemption charge. Such charge is currently being waived. There is no
charge for having payment of redemption requests mailed or sent via the Automated Clearing House to a designated bank account. For
telephone redemptions, call BB&T Funds at 1-800-228-1872. If not selected on the Account Registration form, the shareholder will
automatically receive telephone redemption privileges. None of the Distributor, the Fund’s transfer agent, BB&T Asset Management,
Inc. (“BB&T Asset Management”) or the Fund will be liable for any losses, damages, expense or cost arising out of any telephone
transaction (including exchanges and redemptions) effected in accordance with the Fund’s telephone transaction procedures, upon
instructions reasonably believed to be genuine. The Fund will employ procedures designed to provide reasonable assurance that
instructions communicated by telephone are genuine; if these procedures are not followed, the Fund may be liable for any losses due
to unauthorized or fraudulent instructions. These procedures include recording all phone conversations, sending confirmations to
shareholders within 72 hours of the telephone transaction, verifying the account name and a shareholder’s account number or tax
identification number and sending redemption proceeds only to the address of record or to a previously authorized bank account. If,
due to temporary adverse conditions, investors are unable to effect telephone transactions, shareholders may also mail the redemption
request to the Fund.

REDEMPTION ONLINE. Shares may be redeemed online if the shareholder has set up an account online at www.bbtfunds.com.
Redemption proceeds will be mailed to the shareholder’s address of record or sent to the shareholder’s bank via electronic transfer
(ACH). Under most circumstances, such payments will be mailed on the next Business Day following receipt of a valid request for
redemption. For online redemptions, visit BB&T Funds at www.bbtfunds.com. None of the Distributor, the Funds’ transfer agent,
BB&T Asset Management or the Funds will be liable for any losses, damages, expenses or costs arising out of any online transaction
(including exchanges and redemptions) effected in accordance with the Funds’ online transaction procedures, upon receipt of
instructions reasonably believed to be genuine. The Funds will employ procedures designed to provide reasonable assurance that
instructions communicated online are genuine; if these procedures are not followed, the Funds may be liable for any losses due to
unauthorized or fraudulent instructions. These procedures include the use of an online password and symbol authentication system,
sending confirmations to shareholders within 72 hours of the online transaction, and sending redemption proceeds only to the address
of record. In addition, a shareholder may not make an online redemption within 30 days of changing their address of record or sent to
the shareholder’s bank via electronic transfer (ACH). If, due to temporary adverse conditions, investors are unable to effect online
transactions, shareholders may also mail the redemption request to the Funds.

The Fund may suspend the right of redemption or postpone the date of payment for Shares during any period when (a) trading on
the New York Stock Exchange (the “NYSE?”) is restricted by applicable rules and regulations of the SEC, (b) the NYSE is closed for
other than customary weekend and holiday closings, (c) the SEC has by order permitted such suspension, or (d) an emergency exists
as a result of which (i) disposal by BB&T Funds of securities owned by it is not reasonably practical or (ii) it is not reasonably
practical for the Fund to determine the value of its total net assets.

The Fund may redeem any class of Shares involuntarily if redemption appears appropriate in light of the Fund’s responsibilities
under the 1940 Act.
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AUTO WITHDRAWAL PLAN. BB&T Funds’ Auto Withdrawal Plan enables shareholders to make regular redemptions of Class
A, Class B, Class C and Institutional Shares of the Fund. With shareholder authorization, the Fund’s transfer agent will automatically
redeem Class A, Class B, Class C and Institutional Shares at the NAV of the Fund on the dates of withdrawal and have the amount
specified transferred according to the instructions of the shareholder.

Purchase of additional Class A Shares concurrent with withdrawals may be disadvantageous to certain shareholders because of tax
liabilities.

To participate in the Auto Withdrawal Plan, shareholders should complete a supplemental sign-up form that can be acquired by
calling the Fund’s transfer agent. For a shareholder to change the Auto Withdrawal instructions or to discontinue the feature, the
request must be made in writing to BB&T Funds, P.O. Box 9762, Providence, Rhode Island 02940-9762. The Auto Withdrawal Plan
may be amended or terminated without notice at any time by the Fund.

PAYMENTS TO SHAREHOLDERS. Redemption orders are effected at the NAV per share next determined after the shares are
properly tendered for redemption, as described above. Payment to shareholders for shares redeemed will be made within seven days
after receipt by the Fund’s transfer agent of the request for redemption. However, to the greatest extent possible, the Fund will attempt
to honor requests from shareholders for next Business Day payments upon redemptions of Shares if the request for redemption is
received by the transfer agent before the last Valuation Time on a Business Day or, if the request for redemption is received after the
last Valuation Time, to honor requests for payment within two Business Days, unless it would be disadvantageous to the Fund or the
shareholders of the Fund to sell or liquidate portfolio securities in an amount sufficient to satisfy requests for payments in that manner.

ADDITIONAL TAX INFORMATION

The following discussion of U.S. federal income tax consequences of investment in the Fund is based on the Internal Revenue
Code of 1986, as amended (“the Code”), U.S. Treasury regulations, and other applicable authority, all as in effect on the date of this
SAl. These authorities are subject to change by legislative or administrative action, possibly with retroactive effect. The following
discussion is only a summary of some of the important U.S. federal tax considerations generally applicable to investments in the Fund.
There may be other tax considerations applicable to particular shareholders. Shareholders should consult their own tax advisors
regarding their particular situation and the possible application of foreign, state and local tax laws.

TAXATION OF THE FUND. It is the policy of the Fund to elect to be treated as, and to qualify for, the favorable tax treatment
accorded a regulated investment company (“RIC”) under Subchapter M of the Code. By following this policy, the Fund expects to
eliminate or reduce to a nominal amount the federal income taxes to which the Fund may be subject. If the Fund qualifies as a RIC
that is accorded special treatment, the Fund will not be subject to federal income tax on income that is distributed in a timely manner
to its shareholders in the form of dividends (including Capital Gains Dividends, as defined below). RICs are subject to a federal excise
tax if they do not distribute substantially all of their income on an annual basis. The Fund intends to avoid paying federal income and
excise taxes by timely distributing substantially all of its investment company taxable income and net realized capital gains.

In order to qualify for the special tax treatment accorded RICs and their shareholders, the Fund must, among other things, (a)
derive at least 90% of its gross income for each taxable year from (i) dividends, interest, payments with respect to certain securities
loans, and gains from the sale or other disposition of stock, securities, and foreign currencies, or other income (including but not
limited to gains from options, futures, or forward contracts) derived with respect to its business of investing in such stock, securities,
or currencies and (ii) net income derived from interests in “qualified publicly traded partnerships” (as defined below); (b) distribute
each taxable year at least 90% of the sum of its investment company taxable income (as that term is defined in the Code and without
regard to the deduction for dividends paid - generally taxable ordinary income and the excess, if any, of net short-term capital gains
over net long-term capital losses) and net tax-exempt interest income; for such year; and (c) diversify its holdings so that, at the end of
each fiscal quarter (i) at least 50% of the market value of its total assets is represented by cash, cash items, U.S. Government
securities, securities of other RICs, and other securities, limited in respect of any one issuer to a value not greater than 5% of the value
of the Fund’s total assets and not more than 10% of the outstanding voting securities of such issuer, and (ii) not more than 25% of the
value of its assets is invested (x) in the securities (other than those of the U.S. Government or other RICs) of any one issuer or of two
or more issuers that the Fund controls and that are engaged in the same, similar, or related trades or businesses, or (y) in the securities
of one or more qualified publicly traded partnerships (as defined below).

In general, for purposes of the 90% gross income requirement described in (a) of the paragraph immediately above, income
derived from a partnership will be treated as qualifying income only to the extent such income is attributable to items of income of the
partnership that would be qualifying income if realized by the RIC. Where, as here, the Fund seeks to achieve its investment objective
by investing substantially all of its investable assets in the Master Portfolio, the nature and character of the Fund’s income and gains
will generally be determined at the Master Portfolio level and the Fund will be allocated its share of Master Portfolio income and
gains. Consequently, references in this discussion to income, gains and losses of the Fund will generally be to income, gains and
losses recognized at the Master Portfolio level and allocated to the Fund.

In addition, 100% of the net income derived from an interest in a “qualified publicly traded partnership” (generally, a partnership
(x) the interests in which are traded on an established securities market or are readily tradable on a secondary market or the substantial
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equivalent thereof, (y) that is treated as a partnership for federal income tax purposes because it satisfies the passive income
requirement under Code section 7704(c)(2), and (z) that derives less than 90% of its income from the qualifying income described in
clause (a)(i) above) will be treated as qualifying income.

For purposes of the diversification test in clause (c) above, the identification of the issuer (or, in some cases, issuers) of a particular
Fund investment can depend on the terms and conditions of that investment. In some cases, identification of the issuer (or issuers) is
uncertain under current law, and an adverse determination or future guidance by the Internal Revenue Service (“IRS”) with respect to
the identity of the issuer for a particular type of investment may adversely affect the Fund’s ability to meet the diversification test in
(c) above. Also for purposes of the diversification test in (c) above, the term “outstanding voting securities of such issuer” will
include the equity securities of a qualified publicly traded partnership.

As mentioned above, if the Fund qualifies as a RIC that is accorded special tax treatment, the Fund will not be subject to federal
income tax on income and gains that are distributed in a timely manner to the Fund=s shareholders in the form of dividends (including
Capital Gain Dividends, as defined below). Although the Fund expects to qualify for treatment as a RIC and to be relieved of all or
substantially all federal income taxes, depending upon the extent of its activities in states and localities in which its offices are
maintained, in which its agents or independent contractors are located, or in which it is otherwise deemed to be conducting business,
the Fund may be subject to the tax laws of such states or localities.

From time to time, BFA may find it necessary to make certain types of investments for the purpose of ensuring that entities which
invest in the Master Portfolio, such as the Fund, continue to qualify for treatment as RICs under the Code. For purposes of complying
with the RIC qualification requirements, the Fund will generally be deemed to own a proportionate share of the Master Portfolio.

If for any taxable year the Fund does not qualify for the special federal tax treatment afforded RICs, all of the Fund's taxable
income and gains would be subject to federal income tax at regular corporate rates at the Fund level (without any deduction for
distributions to its shareholders). In addition, all distributions to shareholders from earnings and profits would be taxed as dividend
income, even if the distributions are attributable to long-term capital gains earned by the Fund. Some portions of such distributions
may be eligible for the dividends-received deduction in the case of corporate shareholders and may be eligible to be treated as
“qualified dividend income” in the case of shareholders taxed as individuals, provided, in each case, the shareholder meets certain
holding period and other requirements in respect of the Fund’s shares. Furthermore, in order to re-qualify for taxation as a RIC that is
accorded special treatment, the Fund may be required to recognize unrealized gains, pay substantial taxes, and make substantial
distributions.

The Fund intends to distribute at least annually to its shareholders all or substantially all of its investment company taxable income
(computed without regard to the dividends-paid deduction) and its net capital gain. Investment company taxable income that is
retained by the Fund will be subject to tax at regular corporate rates. If the Fund retains any net capital gain, it will be subject to tax at
regular corporate rates on the amount retained, but may designate the retained amount as undistributed capital gains in a notice to its
shareholders who (i) will be required to include in income for federal income tax purposes, as long-term capital gain, their shares of
such undistributed amount, and (ii) will be entitled to credit their proportionate shares of the tax paid by the Fund on such
undistributed amount against their federal income tax liabilities, if any, and to claim refunds on properly-filed U.S. tax returns to the
extent the credit exceeds such liabilities. For federal income tax purposes, the tax basis of Shares owned by a shareholder of the Fund
will be increased by an amount equal to the difference between the amount of undistributed capital gains included in the shareholder’s
gross income under clause (i) of the preceding sentence and the tax deemed paid by the shareholder under clause (ii) of the preceding
sentence. The Fund is not required to, and there can be no assurance the Fund will, make this designation if it retains all or a portion of
its net capital gain in a taxable year.

In determining its net capital gain for Capital Gain Dividend purposes, a RIC generally must treat any capital loss or any net long-
term capital loss incurred after October 31 as if it had been incurred in the succeeding year. Treasury regulations permit a RIC, in
determining its investment company taxable income, to elect to treat all or part of any net capital loss, any net long-term capital loss or
any net foreign currency loss incurred after October 31 as if it had been incurred in the succeeding year.

If the Fund fails to distribute in a calendar year an amount equal to 98% of its ordinary income for such calendar year and 98% of
its capital gain net income for the one-year period ending October 31 of such year, plus any retained amount from the prior year, the
Fund will be subject to a nondeductible 4% excise tax on the undistributed amounts. For these purposes, the Fund will be treated as
having distributed any amount on which it has been subject to corporate income tax for any taxable year ending within the calendar
year. A dividend paid to shareholders in January of a year generally is deemed to have been paid by the Fund on December 31 of the
preceding year if the dividend was declared and payable to shareholders of record on a date in October, November or December of
that preceding year. The Fund intends generally to make distributions sufficient to avoid imposition of the 4% excise tax, although
there can be no assurance that the Fund will be able to do so.

DISTRIBUTIONS. Distributions of net investment income by the Fund (other than distributions of qualified dividend income, as
discussed below) are generally taxable to shareholders as ordinary income. Taxes on distributions of capital gains are determined by
how long the Master Portfolio owned the investments that generated them, rather than how long a shareholder owned his or her
Shares. Distributions of net capital gain (i.e., the excess of net long-term capital gain from the sale of investments the Master Portfolio
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owned for more than one year over net short-term capital loss) that is allocated to the Fund will be taxable as long-term capital gains if
those distributions are properly designated by the Fund as capital gain dividends (“Capital Gain Dividends”). Long-term capital gain
rates applicable to individuals have been reduced — in general to 15%, with a 0% rate applicable to taxpayers in the 10% and 15% rate
brackets — for taxable years beginning before January 1, 2011. It is currently unclear whether Congress will extend these tax rates for
taxable years beginning on or after January 1, 2011. Distributions from capital gains are generally made after applying any capital loss
carryovers. Distributions of net gains allocated to the Fund from the sale of investments that the Master Portfolio owned for one year
or less, to the extent that such gains exceed the Fund’s net long-term capital losses, will be taxable as ordinary income.

Distributions of taxable income or capital gains are taxable to Fund shareholders whether received in cash or reinvested in
additional Fund Shares. Dividends and distributions on the Fund’s Shares are generally subject to federal income tax as described
herein to the extent they do not exceed the Fund’s realized income and gains, even though such dividends and distributions may
economically represent a return of a particular shareholder’s investment. Such distributions are likely to occur in respect of Shares
purchased at a time when the Fund’s NAYV reflects gains that are either unrealized, or realized but not distributed. Realized gains may
be required to be distributed even when the Fund’s NAV also reflects unrealized losses.

If the Fund makes a distribution in excess of its current and accumulated “earnings and profits” in any taxable year, the excess
distribution will be treated as a return of capital to the extent of a shareholder’s tax basis in his or her Fund Shares, and thereafter as
capital gain. A return of capital is not taxable, but it reduces a shareholder’s tax basis in his or her Shares, thus reducing any loss or
increasing any gain on a subsequent taxable disposition by the shareholder of his or her Shares.

If the Fund is allocated income from the Master Portfolio that is derived from qualified dividend income, the Fund may, subject to
certain limitations, designate a portion of its distributions to Fund shareholders as being derived from qualified dividend income. For
taxable years beginning before January 1, 2011, distributions of investment income properly designated by the Fund as derived from
qualified dividend income will be taxed to individuals at the rates applicable to long-term capital gain, provided holding period and
other requirements are met at both the shareholder and Fund levels. It is currently unclear whether Congress will extend the special tax
treatment of qualified dividend income for tax years beginning on or after January 1, 2011. In order for some portion of the dividends
received by a Fund shareholder to be qualified dividend income, the Master Portfolio must meet holding period and other
requirements with respect to some portion of the dividend-paying stocks in its portfolio and the shareholder must meet holding period
and other requirements with respect to the Fund’s shares. A dividend will not be treated as qualified dividend income (at either the
Fund or shareholder level) (1) if the dividend is received with respect to any share of stock held for fewer than 61 days during the 121-
day period beginning on the date which is 60 days before the date on which such share becomes ex-dividend with respect to such
dividend (or in the case of certain preferred stock, 91 days during the 181-day period beginning 90 days before such date); (2) to the
extent that the recipient is under an obligation (whether pursuant to a short sale or otherwise) to make related payments with respect to
positions in substantially similar or related property; (3) if the recipient elects to have the dividend income treated as investment
income for purposes of the limitation on deductibility of investment interest; or (4) if the dividend is received from a foreign
corporation that is (a) not eligible for the benefits of a comprehensive income tax treaty with the United States (with the exception of
dividends paid on stock of such a foreign corporation that is readily tradable on an established securities market in the United States)
or (b) treated as a passive foreign investment company.

If the aggregate qualified dividends allocated to the Fund by the Master Portfolio during any taxable year are 95% or more of the
Fund-=s gross income (excluding net long-term capital gain over net short-term capital loss), then 100% of the Fund’s dividends (other
than dividends properly designated as Capital Gain Dividends) will be eligible to be treated as qualified dividend income.

Dividends of net investment income received by corporate shareholders of the Fund will qualify for the 70% dividends -received
deduction generally available to corporations to the extent of the Fund’s allocable share of eligible dividends received by the Master
Portfolio from domestic corporations for the taxable year. A dividend received will not be treated as a dividend eligible for the
dividends-received deduction (1) if it has been received with respect to any share of stock that the Master Portfolio has held for less
than 46 days during the 91-day period beginning on the date which is 45 days before the date on which such share becomes ex-
dividend with respect to such dividend (91 days during the 181-day period beginning 90 days before such date in the case of certain
preferred stock), or (2) to the extent that the Master Portfolio is under an obligation (pursuant to a short sale or otherwise) to make
related payments with respect to positions in substantially similar or related property. Moreover, the dividends received deduction
may otherwise be disallowed or reduced (1) if the corporate shareholder fails to satisfy the foregoing requirements with respect to its
Shares of the Fund or (2) by application of various provisions of the Code (for example, the dividends-received deduction is reduced
in the case of a dividend received on debt-financed portfolio stock — generally, stock acquired with borrowed funds).

To the extent that the income allocated to the Fund by the Master Portfolio consists of income in lieu of dividends (a “substitute
payment”) with respect to securities on loan pursuant to a securities lending transaction, distributions of such income will not
constitute qualified dividend income to individual shareholders and will not be eligible for the dividends-received deduction for
corporate shareholders.

Dividends received by a shareholder of the Fund that are attributable to income allocated to the Fund from the Master Portfolio’s
investments in U.S. Government Securities may not be entitled to the exemption from state and local income tax that would be
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available if the shareholder had purchased U.S. Government Securities directly. Shareholders should consult their tax advisers
concerning the application of state and local taxes to distributions received from the Fund.

Dividends are generally taxable in the taxable year received, except that, as noted above, a dividend paid in January of a year
generally is deemed to have been received by shareholders on December 31 of the preceding year if that dividend was declared and
payable to shareholders of record on a date in October, November or December of the preceding year. Shareholders will be advised at
least annually as to the amount and federal income tax character of distributions made during the year.

REDEMPTION, SALE OR EXCHANGE OF SHARES. Upon the disposition of Shares of the Fund (whether by redemption, sale
or exchange), a shareholder will generally recognize gain or loss in an amount equal to the difference between his or her adjusted tax
basis in the Fund Shares and the amount received. In general, any gain or loss realized upon taxable disposition of Fund Shares will be
treated as long-term capital gain or loss if the Shares have been held for more than 12 months, and as short-term capital gain or loss if
the Shares have not been held for more than 12 months. The tax rate generally applicable to net capital gains recognized by
individuals and other non-corporate taxpayers is (i) the same as the applicable ordinary income tax rate for short-term capital gains
and (ii) for taxable years beginning before January 1, 2011, 15% for long-term capital gains (including Capital Gain Dividends, as
noted above) with a 0% rate applicable to taxpayers in the 10% and 15% tax brackets.

Any loss realized upon a taxable disposition of Fund Shares held for six months or less will be treated as a long-term capital loss to
the extent of any long-term capital gain distributions received (or deemed received) by a shareholder with respect to those Fund
Shares. For purposes of determining whether Fund Shares have been held for six months or less, the holding period is suspended for
any periods during which a shareholder’s risk of loss is diminished as a result of holding one or more other positions in substantially
similar or related property, or through certain options or short sales. In addition, any loss realized on a sale or exchange of Fund
Shares will be disallowed to the extent that a shareholder replaces the disposed of Fund Shares with other substantially identical Fund
Shares within a period of 61 days beginning 30 days before and ending 30 days after the date of disposition, which could, for example,
occur as a result of automatic dividend reinvestment. In such an event, a Fund shareholder’s basis in the replacement Fund Shares will
be adjusted to reflect the disallowed loss.

TAX SHELTER REPORTING REGULATIONS. Under Treasury regulations, if a shareholder recognizes a loss on disposition of
Fund Shares of $2 million or more for an individual shareholder, or $10 million or more for a corporate shareholder, the shareholder
must file with the Internal Revenue Service a disclosure statement on Form 8886. Direct shareholders of portfolio securities are in
many cases excepted from this reporting requirement, but under current guidance, shareholders of a RIC are not excepted. Future
guidance may extend the current exception from this reporting requirement to shareholders of most or all RICs. The fact that a loss is
reportable under these regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.
Shareholders should consult their tax advisers to determine the applicability of these regulations in light of their individual
circumstances.

BACKUP WITHHOLDING. The Fund generally is required to withhold and remit to the U.S. Treasury a percentage of the
proceeds of Share sales, exchanges, or redemptions made by, and the taxable dividends and other distributions paid to any shareholder
(i) who fails to properly furnish the Fund with a correct taxpayer identification number (TIN), (ii) who has under-reported dividend or
interest income, or (iii) who fails to certify to the Fund that he or she is not subject to such withholding. The backup withholding tax
rate is 28% for amounts paid through 2010. This rate will expire and the backup withholding rate will be 31% for amounts paid after
December 31, 2010, unless Congress enacts tax legislation providing otherwise. Backup withholding is not an additional tax. Any
amounts withheld may be credited against the shareholder’s U.S. federal income tax liability, provided the appropriate information is
furnished to the Internal Revenue Service.

CERTAIN DISCOUNT AND OTHER SECURITIES. Investments (if any) by the Master Portfolio in securities issued at a
discount, payment-in-kind securities, and certain other obligations may require the Fund to accrue and distribute income not yet
received. In order to generate sufficient cash to enable the Fund make the requisite distributions, the Master Portfolio may sell
securities in its portfolio, or the Fund may be required to redeem interests in the Master Portfolio, that it otherwise would have
continued to hold. The Fund may realize gains or losses as a result of such transactions. In the event the Fund realizes net gains from
such transactions, its shareholders may receive larger distributions than they would in the absence of such transactions.

HEDGING. The Master Portfolio’s transactions in futures contracts, options, hedging transactions, forward contracts, swap
agreements, straddles and other similar transactions will be subject to special tax rules (including “mark-to-market,” “straddle,” “wash
sale,” “constructive sale,” and “short sale” rules). These rules may affect whether gains and losses recognized by the Fund are treated
as ordinary or capital or as short-term or long-term, accelerate the recognition of income or gains to the Fund, defer losses to the Fund,
and cause adjustments in the holding periods of the Master Portfolio’s securities. These rules could therefore affect the amount,
timing; and/or character of distributions to Fund shareholders. Income earned as a result of these transactions would, in general, not be
eligible for the corporate dividends received deduction when distributed to corporate shareholders.

Certain of the Master Portfolio’s hedging activities (including its transactions, if any, in foreign currencies or foreign currency-
denominated instruments) may produce a difference between the Fund’s book income and its taxable income. If the Fund’s book
income exceeds its taxable income, the distribution, if any, of such excess generally will be treated as (i) a dividend to the extent of the
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Fund’s remaining earnings and profits (including earnings and profits arising from tax-exempt income), (ii) thereafter as a return of
capital to the extent of the recipient’s basis in its Shares, and (iii) thereafter as gain from the sale or exchange of a capital asset. If the
Fund’s book income is less than its taxable income, the Fund could be required to make distributions exceeding book income to
qualify as a RIC that is accorded special tax treatment.

FOREIGN TAXES. Income received by or allocated to the Fund from sources within foreign countries may be subject to income,
withholding or other taxes imposed by foreign countries that would reduce the yield on the Fund’s share of the Master Portfolio’s
securities. Tax treaties between certain countries and the United States may reduce or eliminate these taxes. Shareholders generally
will not be entitled to claim a credit or deduction with respect to such foreign taxes.

FOREIGN CURRENCY-RELATED TRANSACTIONS AND PASSIVE FOREIGN INVESTMENT COMPANIES. If the Master
Portfolio engages in transactions in foreign currencies, foreign currency-denominated debt securities or certain foreign currency
options, futures contracts and forward contracts (and similar instruments), those transactions may give rise to ordinary income or loss
to the extent such income or loss results from fluctuations in the value of the foreign currency concerned.

An equity investment by the Master Portfolio in a “passive foreign investment company” (“PFIC”) could potentially subject the
Fund to U.S. federal income tax (including interest charges) on distributions from the PFIC or proceeds from the disposition of shares
in the PFIC that cannot be eliminated by making distributions to Fund shareholders. A PFIC is generally any foreign corporation if (i)
75% or more of the corporation’s income is passive investment-type income, or (ii) 50% or more of the corporation’s assets produce
or are held for the production of passive investment-type income. Certain elections may, however, be made to avoid imposition of the
tax noted above. For example, the Master Portfolio may elect to treat a PFIC as a “qualified electing fund” (a “QEF election”), in
which case the Fund will be required to include its share of the PFIC’s income and net capital gains annually, regardless of whether
the Master Portfolio or the Fund receives any distributions from the company. An election may also be made to mark the gains (and to
a limited extent losses) in a PFIC “to the market” as though the PFIC shares had been sold and repurchased on the last day of the
taxable year. Such gains and losses are treated as ordinary income and loss. The QEF and mark-to-market elections may accelerate
the recognition of income by the Fund, and thereby increase the amount required to be distributed by the Fund to avoid taxation, even
though there is no corresponding receipt of cash. Dividends paid by PFICs will not be eligible to be treated as “qualified dividend
income.”

ADDITIONAL TAX INFORMATION CONCERNING NON-U.S. SHAREHOLDERS. In general, dividends other than Capital
Gain Dividends paid by the Fund to a shareholder that is not a “United States person” within the meaning of the Code (such a
shareholder, a “foreign person”) are subject to withholding of U.S. federal income tax at a rate of 30% (or lower applicable treaty rate)
even if they are funded by income or gains (such as portfolio interest, short-term capital gains, or foreign-source dividend and interest
income) that, if paid to a foreign person directly, would not be subject to withholding. Distributions properly designated as Capital
Gain Dividends generally are not subject to withholding of U.S. federal income tax.

Effective for taxable years of the Fund beginning before January 1, 2010 (and for taxable years beginning before January 1, 2011
if the pending legislation discussed below is enacted), the Fund will not be required to withhold any amounts (i) with respect to
distributions from U.S.-source interest income of types similar to those not subject to U.S. federal income tax if earned directly by an
individual shareholder, to the extent such distributions are properly designated by the Fund (“interest-related dividends”), and (ii) with
respect to distributions of net short-term capital gains in excess of net long-term capital losses to the extent such distributions are
properly designated by the Fund (“short-term capital gain dividends™). The exemption to withholding for interest-related dividends
does not apply to distributions to a foreign shareholder (w) that has not provided a satisfactory statement that the beneficial owner is
not a U.S. person, (X) to the extent that the dividend is attributable to certain interest on an obligation if the foreign shareholder is the
issuer or is a 10% shareholder of the issuer, (y) that is within certain foreign countries that have inadequate information exchange with
the United States, or (z) to the extent the dividend is attributable to interest paid by a person that is a related person of the foreign
shareholder and the foreign shareholder is a controlled foreign corporation. The exemption to withholding for short-term capital gain
dividends does not apply to distributions to (a) an individual foreign shareholder who is present in the United States for a period or
periods aggregating 183 days or more during the year of the distribution and (b) distributions subject to special rules regarding the
disposition of U.S. real property interests.

Depending on the circumstances, the Fund may make designations of interest-related and/or short-term capital gain dividends with
respect to all, some or none of its potentially eligible dividends and/or treat such dividends, in whole or in part, as ineligible for these
exemptions from withholding. In the case of Shares held through an intermediary, the intermediary may withhold even if the Fund
makes a designation with respect to a payment. Foreign shareholders should contact their intermediaries with respect to the application
of these rules to their accounts.

Pending legislation proposes to extend the exemption from withholding for interest-related dividends and short-term capital gain
dividends for one additional year, i.e., for dividends with respect to taxable years beginning on or after January 1, 2010 but before
January 1, 2011. As of the date of this Statement of Additional Information, it is unclear whether such legislation will be enacted and,
if enacted, what the terms of the extension will be.
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If a beneficial holder of Fund Shares who or which is a foreign person has a trade or business in the United States, and Fund
dividends received by such holder are effectively connected with the conduct of such trade or business, the dividends generally will be
subject to U.S. federal net income taxation at regular income tax rates.

A beneficial holder of Shares who is a foreign person is not, in general, subject to U.S. federal income tax on gains (and is not
allowed a deduction for losses) realized on a sale of Shares of the Fund or on Capital Gain Dividends unless (i) such gain or Capital
Gain dividend is effectively connected with the conduct of a trade or business carried on by such holder within the United States or (ii)
in the case of an individual holder, the holder is present in the United States for a period or periods aggregating 183 days or more
during the year of the sale or the receipt of the Capital Gain Dividend and certain other conditions are met.

If a shareholder is eligible for the benefits of a tax treaty, any effectively connected income or gain will generally be subject to
U.S. federal income tax on a net basis only if it is also attributable to a permanent establishment maintained by the shareholder in the
United States.

In order for a foreign investor to qualify for exemption from backup withholding (which is discussed generally above) or for lower
withholding tax rates under income tax treaties, the foreign investor must comply with special certification and filing requirements
relating to its non-US status (including, in general, furnishing an IRS Form W-8BEN or substitute form). Foreign investors in the
Fund should consult their tax advisers in this regard.

A beneficial holder of Shares who is a foreign person may be subject to state and local tax and to the U.S. federal estate tax in
addition to the federal tax on income referred to above.

ADDITIONAL TAX INFORMATION CONCERNING TAX-EXEMPT SHAREHOLDERS. Income of a RIC that would be
unrelated business taxable income (“UBTI”) if earned directly by a tax-exempt entity will not generally be attributed as UBTI to a tax-
exempt shareholder of the RIC. Notwithstanding this “blocking” effect, a tax-exempt shareholder could realize UBTI by virtue of its
investment in the Fund if Shares in the Fund constitute debt-financed property in the hands of the tax-exempt shareholder within the
meaning of Code Section 514(b).

SHARES PURCHASED THROUGH TAX-QUALIFIED PLANS. Special tax rules apply to investments though defined
contribution plans and other tax-qualified plans. Shareholders should consult their tax advisers to determine the suitability of Shares of
the Fund as investments through such plans and the precise effect of such investments in their particular tax situations.

GENERAL. As noted above, information set forth in the Prospectuses and this SAI which relates to federal taxation is only a
summary of some of the important federal tax considerations generally affecting purchasers of Shares of the Fund. No attempt has
been made to present a detailed explanation of the federal income tax treatment of the Fund or its shareholders and this discussion is
not intended as a substitute for careful tax planning. Accordingly, potential purchasers of Shares of the Fund are urged to consult their
tax advisers with specific reference to their own tax situation (especially with respect to foreign, state or local taxation). In addition,
the tax discussions in the Prospectuses and this SAI are based on tax laws and regulations which are in effect on the date of the
Prospectuses and this SAI. Such laws and regulations may be changed by legislative or administrative action, and such change may be
retroactive.

MANAGEMENT OF BB&T FUNDS
TRUSTEES AND OFFICERS

The Fund is managed under the direction of the Board of Trustees. Subject to the provisions of the Declaration of Trust, By-laws and
Massachusetts law, the Trustees have all powers necessary and convenient to carry out this responsibility, including the election and
removal of Fund officers.

The Trustees of the BB&T Funds (including Trustees who are not “interested persons” (as defined in the 1940 Act) of the Funds
(“Independent Trustees™)), their ages, their term of office and length of time served, a description of their principal occupations during
the past five years, the number of portfolios in the BB&T Funds complex that the Trustee oversees, any other directorships or
trusteeships held by the Trustee during the last five years in any publicly-traded company or registered investment company, and their
experience, qualifications, attributes, and skills are listed in the two tables immediately following. The business address of the
Trustees listed below is 434 Fayetteville Street Mall, 5™ Floor, Raleigh, NC, 27601.

INDEPENDENT TRUSTEES
POSITION(S)
HELD WITH NUMBER OF EXPERIENCE,
BB&T PORTFOLIOS  DIRECTORSHIP QUALIFICATIONS, ATTRIBUTES,
EQUITY TERM OF PRINCIPAL OVERSEEN IN S SKILLS FOR BOARD
INDEX_FUND OFFICE/ OCCUPATION FUND HELD OUTSIDE MEMBERSHIP

27



NAME AND AGE

Thomas W. Lambeth

Birthdate: 01/35

Drew T. Kagan
Birthdate: 02/48

Laura C. Bingham

Birthdate: 11/56

Douglas R. Van Scoy

Birthdate: 11/43

James L. Roberts
Birthdate: 11/42

NAME AND AGE

R. Lee
Youngblood**
Birthdate:01/47

Trustee,
Chairman of
the

Board of
Trustees

Trustee

Trustee

Trustee

Trustee

POSITION(S)
HELD WITH
BB&T EQUITY
INDEX_FUND

TIME SERVED

LENGTH OF

TIME SERVED

DURING THE
PAST

Indefinite,
8/92 - present

Indefinite,
8/00 - present

Indefinite,
2/01 - present

Indefinite,
5/04 - present

Indefinite,
11/04 - present

TERM OF
OFFICE/
LENGTH OF

Trustee

Indefinite,
1/09 - present

FIVE YEARS
From January
2001 to present,
Senior Fellow,
Z. Smith
Reynolds
Foundation

From December
2003 to present,
CEO, Montecito
Advisors, Inc.

From July 1998
to

present,
President of
Peace College

Retired; from
November 1974
to July 2001,
employee of
Smith Barney
(investment
banking), most
recently as
Deputy Director
of Private Client
Group and
Senior
Executive Vice
President

Retired; from
November 2006
to present,
Director, and
from April 2008
to present,
Vice-Chairman,
Grand
Mountain
Bancshares, Inc.

COMPLEX BY
TRUSTEE*

27

27

27

27

27

INTERESTED TRUSTEE

PRINCIPAL

OCCUPATION DURING
THE PAST 5. YEARS

From April 1971 to
present, employee of

Branch Banking and
Trust Company
(currently Executive
Vice President and
Corporate Financial
Services Manager)

28

NUMBER OF
PORTFOLIOS
OVERSEEN IN FUND
COMPLEX BY

TRUSTEE*

27

THE FUND
COMPLEX

None

None

None

None

None

OTHER
DIRECTORSHIPS

HELD BY TRUSTEE

Director, Sterling
Capital

Management, LLC;

Director, BB&T

Significant executive experience,
including continuing service as
senior fellow of a foundation, and
previous executive and board
experience in government and with
non-profit endowment funds and
private foundations.

Significant executive experience
including continuing service as
chief executive officer of an
investment services organization
and past service as a manager of a
mutual fund complex and as an
executive of a banking
organization.

Significant executive experience in
nonprofit and government
organizations, including continuing
service as a college president;
experience overseeing endowment
investments.

Significant executive experience
including past service as senior
executive vice president of a large
investment services organization.

Significant executive experience
including past service as president
of two publicly-traded banking
firms and as head of corporate
finance for a securities brokerage
firm.

EXPERIENCE, QUALIFICATIONS,
ATTRIBUTES, SKILLS FOR
BOARD MEMBERSHIP

Continuing service as the
executive vice president of the
parent company of the Fund’s
investment adviser.

Investment Services,

Inc.



* The BB&T Fund Complex consists of two open-end investment management companies: BB&T Funds and BB&T Variable
Insurance Funds.
** Mr. Youngblood is treated by the Funds as an “interested person” (as defined in Section 2(a)(19) of the 1940 Act) of the Funds

because he owns shares of BB&T Corporation.

The Trustees receive fees and are reimbursed for expenses in connection with each meeting of the Board of Trustees they attend.
However, no officer or employee of the Distributor, PNC Global Investment Servicing (U.S.) Inc. (“PNC Global Investment
Servicing”), BB&T Asset Management or BB&T, receives any compensation from the Funds for acting as a Trustee.

BB&T Asset Management’s Chief Compliance Officer (“CCO”), Mr. Ward, also serves as the Fund’s CCO. The CCO’s
compensation is reviewed and approved by the Board of Trustees and paid by BB&T Asset Management. However, the Fund
reimburses BB&T Asset Management for 25% of the CCO’s base salary and incentive pay. As a result, the CCO fee paid by the
Funds is only part of the total compensation received by Mr. Ward.

OFFICERS
(@) @ (©) )
TERM OF
POSITION(S) OFFICE AND
HELD WITH LENGTH OF PRINCIPAL OCCUPATION
NAME AND AGE THE FUNDS TIME SERVED DURING THE PAST 5 YEARS
E.G. Purcell, 11 President and Indefinite, From 1995 to present, Senior Vice

Birthdate: 01/55

Todd M. Miller
Birthdate: 9/71

Clinton L. Ward
Birthdate: 11/69

Andrew J. McNally
Birthdate: 12/70

Avery Maher
Birthdate: 02/45

For interested Trustees and officers, positions held with affiliated persons or principal underwriters of the Fund are listed in the

following table:

NAME
R. Lee Youngblood

Secretary

Vice President

Chief Compliance
and Anti-Money
Laundering
Officer

Treasurer

Assistant
Secretary

President and
Secretary, 11/08-
Present; Vice
President, 11/00-
11/08

Indefinite,
8/05-Present

Indefinite,
4/07-Present

Indefinite, 4/07-
Present

Indefinite,
4/07-Present

President, BB&T Asset Management, Inc.
and its predecessors

From May 2009 to present, Vice President,
BB&T Asset Management, Inc.; from June
2005 to May 2009, Mutual Fund
Administrator; from May 2001 to May 2005,
Manager, BISYS Fund Services

From July 2004 to present, Chief Compliance
Officer and Secretary, BB&T Asset
Management, Inc.; from January 2002 to July
2004, Compliance Analyst, Evergreen
Investments

From January 2007 to present, Vice President
and Senior Director from July 2000 to
December 2006, Director, Fund Accounting
and Administration Department, PNC Global
Investment Servicing

From March 2006 to present, Vice President
and Counsel, Regulatory Administration
Department, PNC  Global  Investment
Servicing; from October 2004 to August
2005, Vice President and Assistant General
Counsel, JPMorgan Asset Management; from
1992 to 2004, Second Vice President and
Assistant Secretary, John Hancock Advisers,
LLC

POSITIONS HELD WITH AFFILIATED PERSONS
OR PRINCIPAL UNDERWRITERS OF THE FUND

Branch Banking and Trust Company, Executive Vice President
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E.G. Purcell, 11l BB&T Asset Management, Inc., Senior Vice President

Todd M. Miller BB&T Asset Management, Inc., Vice President

Clinton L. Ward BB&T Asset Management, Inc., Chief Compliance Officer and Secretary

Andrew J. McNally PNC Global Investment Servicing, Vice President and Senior Director, Fund Accounting and
Administration Department

Avery Maher PNC Global Investment Servicing, Vice President and Counsel, Regulatory Administration
Department

The officers of the Fund receive no compensation directly from the Funds for performing the duties of their offices. BB&T Asset
Management receives fees from the Fund for acting as Administrator and PNC Global Investment Servicing receives fees from the
Fund for acting as transfer agent and for providing fund accounting services to the Fund. In addition, PNC Global Investment
Servicing receives fees from the Administrator for acting as Sub-Administrator.

Responsibilities of the Board of Trustees

The Board has overall responsibility for the conduct of the affairs of the Trust. The Board sets and reviews policies regarding the
operation of the Trust, and directs the officers to perform the daily functions of the Trust. The Chairman of the Board of Trustees is
an Independent Trustee. Each Trustee shall serve during the continued lifetime of the Trust until he or she dies, resigns or is removed,
or, if sooner, until the next meeting of shareholders called for the purpose of electing Trustees and the election and qualification of his
successor. The Board of Trustees may fill any vacancy on the Board provided that, after such appointment, at least two-thirds of the
Trustees have been elected by shareholders. Any Trustee may be removed by the Board, with or without cause, by action of a
majority of the Trustees then in office, or by a vote of shareholders at any meeting called for that purpose.

Board Leadership Structure

The Board’s leadership structure features Independent Trustees serving as Board Chairman and as Chairperson of each of the Board’s
Committees. This structure is reviewed by the Board regularly and the Board believes it to be appropriate and effective. All
Independent Trustees are members of the Audit and Nominations Committees. Inclusion of all Independent Trustees in the Audit and
Nominations Committees allows all such Trustees to participate in the full range of the Board’s oversight duties, including oversight
of risk management processes.

The officers of the Trust are elected annually by the Board. The Chairman of the Trustees, if one is elected, the President, the
Treasurer and the Secretary of the Trust shall hold office until their respective successors are chosen and qualified, or in each case
until he or she sooner dies, resigns, is removed or becomes disqualified. Each other officer shall hold office and each agent shall
retain authority at the pleasure of the Trustees. The Trust’s CCO must be approved by a majority of the Independent Trustees. Any
officer may be removed, with or without cause, by the Board.

Board Oversight of Trust Risk

The Board of Trustees’ role is one of oversight, rather than active management. This oversight extends to the Funds’ risk
management processes. Those processes are embedded in the responsibilities of officers of the Funds. The officers of the Funds,
including the President and Principal Executive Officer, the Treasurer and Principal Financial Officer, and the CCO, report to the
Board and to the Chairs of its Committees on a variety of matters at regular meetings of the Board and on an ad hoc basis.

The BB&T Funds have retained BB&T Asset Management as the Fund’s investment adviser and administrator. BB&T Asset
Management provides the Fund with investment advisory services, and is responsible for day-to-day administration of the Fund and
management of the risks that arise from the Fund’s investments and operations. BFA serves as investment adviser to the Master
Portfolio. Employees of BB&T Asset Management serve as the Fund’s officers, including the Fund’s President and Principal
Executive Officer and the CCO. The Board provides oversight of the services provided by BB&T Asset Management, including risk
management services. In the course of providing oversight, the Board receives a wide range of reports on the Fund’s activities,
including regarding the Fund’s investment portfolio, the compliance of the Fund with applicable laws, and the Fund’s financial
accounting and reporting. The Board meets periodically with BB&T Asset Management personnel to receive reports on BB&T Asset
Management’s and other service providers’ risk management services. The Board also meets periodically with the Fund’s CCO to
receive reports regarding the compliance of the Fund with the federal securities laws and the Fund’s internal compliance policies and
procedures. In addition, the Board meets periodically with the portfolio managers of the Fund to receive reports regarding the
management of the Fund, including its investment risks.

COMMITTEES OF THE BOARD OF TRUSTEES

AUDIT COMMITTEE. The purposes of the Audit Committee are to oversee the Fund’s accounting and financial reporting policies
and practices; to oversee the quality and objectivity of the Fund’s financial statements and the independent audit thereof; to consider
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the selection of an independent registered public accounting firm for the Trust and the scope of the audit; and to act as a liaison
between the Fund’s independent registered public accounting firm and the full Board of Trustees. Messrs. Kagan, Lambeth, Roberts
and Van Scoy and Ms. Bingham serve on this Committee; Mr. Kagan serves as chair of the Audit Committee. For the fiscal year
ended December 31, 2009, there were three meetings of the Audit Committee.

NOMINATIONS COMMITTEE. The purpose of the Nominations Committee is to recommend qualified candidates to the Board of
Trustees in the event that a position is vacated or created. Messrs. Kagan, Lambeth, Roberts, Van Scoy and Ms. Bingham serve on this
committee; Ms. Bingham serves as chair of the Committee. For the fiscal year ended December 31, 2009, there were no meetings of
the Nominations Committee.

Pursuant to procedures adopted by the Board, the Nominations Committee may consider Trustee candidates recommended by
members of the Nominations Committee, candidates recommended by other members of the Board, candidates recommended by
shareholders, or candidates recommended by the Trust’s management. Shareholder recommendations should be submitted to the
Nominations Committee in care of BB&T Funds. Recommendations for candidates as Trustees of BB&T Funds will be evaluated,
among other things, in light of whether the number of Trustees is expected to change and whether the Trustees expect any vacancies.

SECURITIES OWNERSHIP

For each Trustee, the following tables disclose the dollar range of equity securities beneficially owned by the Trustee in the Fund and,
on an aggregate basis, in any registered investment companies overseen by the Trustee within the Fund’s family of investment
companies as of December 31, 2009.

The following table shows information for Trustees who are not “interested persons” of the Fund as defined in the 1940 Act:

(1) ) 3

DOLLAR RANGE OF EQUITY AGGREGATE DOLLAR RANGE OF EQUITY SECURITIES IN ALL
SECURITIES REGISTERED INVESTMENT COMPANIES OVERSEEN BY TRUSTEE IN
NAME OF TRUSTEE  IN THE EQUITY INDEX FUND FAMILY OF INVESTMENT COMPANIES

Thomas W. Lambeth None $10,001 - $50,000

Drew T. Kagan None > $100,000

Laura C. Bingham None $50,001-$100,000

Douglas Van Scoy None $50,001 - $100,000

James L. Roberts None > $100,000

The following table shows information for the Trustee who is an “interested person” of the Fund as defined in the 1940 Act:

@ @ S
AGGREGATE DOLLAR RANGE OF EQUITY SECURITIES IN ALL

DOLLAR RANGE OF EQUITY SECURITIES OVERSEEN BY REGISTERED INVESTMENT COMPANIES
NAME OF TRUSTEE IN THE EQUITY INDEX FUND TRUSTEE IN FAMILY OF INVESTMENT COMPANIES
R. Lee Youngblood None None

As of April 2, 2010, the officers and Trustees owned less than 1% of any class of the Fund.
TRUSTEE COMPENSATION

Trustee aggregate compensation paid by the Fund and the BB&T Fund Complex* for the calendar year ended December 31, 2009, is
set forth below:

TOTAL COMPENSATION
AGGREGATE FROM BB&T FUND
COMPENSATION FROM COMPLEX PAID TO
THE FUND FOR THE PENSION OR RETIREMENT ESTIMATED TOTAL EACH TRUSTEE FOR THE
FISCAL YEAR ENDED BENEFITS ACCRUED AS ANNUAL BENEFITS FISCAL YEAR ENDED

NAME OF TRUSTEE DECEMBER 31, 2009 PART OF FUND EXPENSES _UPON RETIREMENT ~ DECEMBER 31, 2009*
Thomas W. Lambeth $462 None None $66,000
Drew T. Kagan $462 None None $66,000
Laura C. Bingham $403 None None $57,000
Douglas R. Van Scoy $390 None None $56,000
James L. Roberts $390 None None $56,000

R. Lee Youngblood $0 None None $0

*  The BB&T Fund Complex consists of two open-end investment management companies: BB&T Funds and BB&T Variable
Insurance Funds.
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CODES OF ETHICS

BB&T Funds, BB&T Asset Management and the Distributor have each adopted a code of ethics (“Codes”) pursuant to Rule 17j-1
of the 1940 Act, and these Codes permit personnel covered by the Codes to invest in securities, including securities that may be
purchased or held by the Fund, subject to certain restrictions.

INVESTMENT ADVISER

Investment advisory and management services are provided to the Fund by BB&T Asset Management pursuant to an investment advisory
agreement (“Advisory Agreement”) dated February 1, 2001, as amended and restated on May 23, 2003.

Under the Advisory Agreement between BB&T Funds and BB&T Asset Management, the fee payable to BB&T Asset Management by
the Equity Index Fund, for investment advisory services is: (a) no fee for periods that all of the Fund’s assets are invested in the Master
Portfolio, (b) a fee computed daily and paid monthly at the annual rate of fifty one hundredths of one percent (0.50%) of the Fund’s average
daily net assets if the Fund’s assets are not invested in the Master Portfolio and the Adviser has assumed active management of the Fund’s
portfolio, or (c) such fee as may from time to time be agreed upon in writing by BB&T Funds and BB&T Asset Management. A fee agreed to
in writing from time to time by BB&T Funds and BB&T Asset Management may be significantly lower than the fee calculated at the annual
rate and the effect of such lower fee would be to lower the Fund’s expenses and increase the net income of the Fund during the period when
such lower fee is in effect. BB&T Asset Management bears all expenses in connection with the performance of its services as Adviser and
Administrator, other than the cost of securities (including brokerage commissions, if any) purchased for the Fund.

The Advisory Agreement provides that BB&T Asset Management shall not be liable for any error of judgment or mistake of law or for
any loss suffered by the Fund in connection with the performance of such Advisory Agreement, except a loss resulting from a breach of
fiduciary duty with respect to the receipt of compensation for services or a loss resulting from willful misfeasance, bad faith, or gross
negligence on the part of BB&T Asset Management in the performance of its duties, or from reckless disregard by BB&T Asset Management
of its duties and obligations thereunder.

Unless sooner terminated, the Advisory Agreement will continue from year to year if such continuance is approved at least annually by
the Fund’s Board of Trustees or by vote of the holders of a majority of the outstanding Shares of that Fund (as defined under “ADDITIONAL
INFORMATION - Miscellaneous”). The Advisory Agreement is terminable as to a particular Fund at any time upon 60 days’ written notice
without penalty by the Trustees, by vote of the holders of a majority of the outstanding Shares of that Fund, or by BB&T Asset Management.
The Advisory Agreement also terminates automatically in the event of any assignment, as defined in the 1940 Act.

For the fiscal years ended December 31, 2009, 2008 and 2007, the Fund’s Adviser received no investment advisory fees.

In 2000, BB&T reorganized its investment advisory division as BB&T Asset Management, a separate, wholly owned subsidiary of
BB&T Corporation, a financial holding company and parent of BB&T. BB&T Asset Management has replaced BB&T as the investment
adviser to BB&T Funds. Management and investment advisory personnel of BB&T that provided investment management services to BB&T
Funds now do so as the personnel of BB&T Asset Management.

INVESTMENT ADVISER OF THE MASTER PORTFOLIO. BFA provides investment advisory services to the Master Portfolio
pursuant to an investment advisory contract (the “Advisory Contract”) with MIP. Pursuant to the Advisory Contract, BFA furnishes to
the MIP’s Board of Trustees periodic reports on the investment strategy and performance of the Master Portfolio.

BFA is a wholly-owned subsidiary of BTC. BTC is a national bank, which is, in turn, an indirectly wholly-owned subsidiary of
BlackRock, Inc.

The Advisory Contract is subject to annual approval by (i) MIP’s Board of Trustees or (ii) vote of a majority (as defined in the
1940 Act) of the outstanding voting interests of the Master Portfolio, provided that in either event the continuance also is approved by
a majority of Independent Trustees of MIP, by a vote cast in person at a meeting called for the purpose of voting on such approval.
The Advisory Contract is terminable without penalty on 60 days’ written notice by either party. The Advisory Contract will terminate
automatically in the event of its assignment (as defined in the 1940 Act).

BFA is entitled to receive monthly fees at the annual rate of 0.05% of the average daily net assets of the Master Portfolio as
compensation for its advisory services to the Master Portfolio. This advisory fee is an expense of the Master Portfolio borne
proportionately by its interestholders, such as the Fund. From time to time, BFA may waive such fee in whole or in part. Any such
waiver will reduce the expenses of the Master Portfolio and, accordingly, have a favorable impact on its performance.

BFA has agreed to provide to the Master Portfolio, among other things, money market security and fixed-income research, analysis and
statistical and economic data and information concerning interest rate and security market trends, portfolio composition, credit conditions and
average maturities of the Master Portfolio’s investment portfolio.

For the fiscal years ended December 31, 2009, 2008, and 2007, BFA received investment advisory fees from the Master Portfolio of
$826,949, $1,143,908 and $1,361,224, respectively.
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As of the date indicated below, the individuals named as Portfolio Managers in the prospectuses were also primarily responsible for the
day-to-day management of certain types of other portfolios and/or accounts in addition to the Master Portfolio, as indicated in the table

below:
Diane Hsiung (as of December 31, 2009)
Registered Investment

Companies Other Pooled Investment
Vehicles Other Accounts
Number of Accounts 163 0 3
Net Assets $289,813,269,757 N/A $358,999

Greg Savage (as of December 31, 2009)
Registered Investment

Companies Other Pooled Investment
Vehicles Other Accounts
Number of Accounts 163 0 4
Net Assets $289,813,269,757 N/A $411,886

Edward Corallo (as of December 31, 2009)
Registered Investment

Companies Other Pooled Investment
Vehicles Other Accounts
Number of Accounts 43 156 42
Net Assets $30,954,444,319 $393,930,446,775 $102,307,141,325

Christopher Bliss (as of December 31, 2009)
Registered Investment

Companies Other Pooled Investment
Vehicles Other Accounts
Number of Accounts 0 100
Net Assets N/A $188,909,282,818 $35,915,394,377

Jennifer Hsui (as of December 31, 2009)
Registered Investment

Companies Other Pooled Investment
Vehicles Other Accounts
Number of Accounts 0
Net Assets N/A $286,007,260,359 $59,995,121,616

The below table reflects, for each Portfolio Manager, the number of portfolios or accounts of the types enumerated in the above
table and the aggregate of total assets in those portfolios or accounts with respect to which the investment management fees for those
portfolios or accounts are based on the performance of those portfolios or accounts as of the date indicated below.

Diane Hsiung (as of December 31, 2009)

Number of Other Accounts with Performance Aggregate of Total Assets
Fees Managed
Registered Investment Companies N/A N/A
Other Pooled Investment Vehicles N/A N/A
Other Accounts N/A N/A

Greg Savage (as of December 31, 2009)

Registered Investment Companies

Other Pooled Investment Vehicles

Other Accounts

Edward Corallo (as of December 31, 2009)

Registered Investment Companies
Other Pooled Investment Vehicles
Other Accounts

Christopher Bliss (as of December 31, 2009)
Registered Investment Companies

Other Pooled Investment Vehicles

Other Accounts

Jennifer Hsui (as of December 31, 2009)
Registered Investment Companies

Other Pooled Investment Vehicles
Other Accounts

Number of Other Accounts with Performance
Fees Managed
N/A
N/A
N/A

Number of Other Accounts with Performance
Fees Managed
N/A
7
5

Number of Other Accounts with Performance
Fees Managed
N/A
4
N/A

Number of Other Accounts with Performance
Fees Managed
N/A
3
5

Aggregate of Total Assets

N/A
N/A
N/A

Aggregate of Total Assets
N/A

$6,068,040,169
$13,068,141,326

Aggregate of Total Assets

N/A
$2,901,733,326
N/A

Aggregate of Total Assets
N/A

$3,185,008,057
$13,037,248,932

Each of the portfolios or accounts for which the Portfolio Managers are primarily responsible for the day-to-day management seek to
track the rate of return, risk profile and other characteristics of independent third-party indexes by either replicating the same combination of
securities that compose those indexes or sampling the securities that compose those indexes based on objective criteria and data. The
Portfolio Managers are required to manage each portfolio or account to meet those objectives. Pursuant to BTC and BFA policy, investment
opportunities are allocated equitably among the Master Portfolio and other portfolios and accounts. For example, under certain
circumstances, an investment opportunity may be restricted due to limited supply on the market, legal constraints or other factors, in which
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event the investment opportunity will be allocated equitably among those portfolios and accounts, including the Master Portfolio, seeking
such investment opportunity. As a consequence, from time to time the Master Portfolio may receive a smaller allocation of an investment
opportunity than it would have if the Portfolio Managers and BFA and its affiliates did not manage other portfolios or accounts.

Like the Master Portfolio, the other portfolios or accounts for which the Portfolio Managers are primarily responsible for the day-to-day
portfolio management generally pay an asset-based fee to BFA or BTC, as applicable, for its advisory services. One or more of those other
portfolios or accounts, however, may pay BTC an incentive-based fee in lieu of, or in addition to, an asset-based fee for its advisory services.
A portfolio or account with an incentive-based fee would pay BTC a portion of that portfolio’s or account’s gains, or would pay BTC more
for its services than would otherwise be the case if BTC meets or exceeds specified performance targets. By their very nature, incentive-based
fee arrangements could present an incentive for BTC to devote greater resources, and allocate more investment opportunities, to the portfolios
or accounts that have those fee arrangements, relative to other portfolios or accounts, in order to earn larger fees. Although BTC has an
obligation to allocate resources and opportunities equitably among portfolios and accounts and intends to do so, interestholders of the Master
Portfolio should be aware that, as with any group of portfolios and accounts managed by an investment adviser and/or its affiliates pursuant
to varying fee arrangements, including incentive-based fee arrangements, there is the potential for a conflict-of-interest, that may result in the
Portfolio Managers’ favoring those portfolios or accounts with incentive-based fee arrangements.

BlackRock’s financial arrangements with its portfolio managers, its competitive compensation and its career path emphasis at all levels
reflect the value senior management places on key resources. Compensation may include a variety of components and may vary from year to
year based on a number of factors. The principal components of compensation include a base salary, a performance-based discretionary
bonus, participation in various benefits programs.

In addition, a Portfolio Manager may have been paid a signing bonus or awarded sign-on equity in connection with initiation of employment
with BlackRock.

Base compensation. Generally, portfolio managers receive base compensation based on their seniority and/or their position with the firm.
Senior portfolio managers who perform additional management functions within the portfolio management group or within BlackRock may
receive additional compensation for serving in these other capacities.

Discretionary Incentive Compensation. Discretionary incentive compensation is a function of several components: the performance of
BlackRock, Inc., the performance of the portfolio manager’s group within BlackRock, the investment performance, including risk-adjusted
returns, of the firm’s assets under management or supervision by that portfolio manager relative to predetermined benchmarks, and the
individual’s seniority, role within the portfolio management team, teamwork and contribution to the overall performance of these portfolios
and BlackRock.

Distribution of Discretionary Incentive Compensation Discretionary incentive compensation is distributed to portfolio managers in a
combination of cash and BlackRock, Inc. restricted stock units which vest ratably over a number of years. The BlackRock, Inc. restricted
stock units, if properly vested, will be settled in BlackRock, Inc. common stock.  Typically, the cash bonus, when combined with base
salary, represents more than 60% of total compensation for the portfolio managers. Paying a portion of annual bonuses in stock puts
compensation earned by a portfolio manager for a given year “at risk” based on BlackRock’s ability to sustain and improve its performance
over future periods.

From time to time long-term incentive equity awards are granted to certain key employees to aid in retention, align their interests with long-
term shareholder interests and motivate performance. Equity awards are generally granted in the form of BlackRock, Inc. restricted stock
units that, once vested, settle in BlackRock, Inc. common stock.

As of December 31, 2009, the Portfolio Managers beneficially owned shares of the S&P 500° Stock Master Portfolio for which they are
primarily responsible for the day-to-day management in amounts reflected in the following table.

$1 $10,001 $50,001 $100,001 $500,001
to to to to to over
$0 $10k _$50k  _$100k _ $500k $im _ $1m

Diane Hsiung X
Greg Savage X
Edward Corallo X
Christopher Bliss X
Jennifer Hsui X

PROXY VOTING POLICIES AND PROCEDURES

The Board of Trustees has delegated the authority to vote proxies for voting securities held directly by the Fund that owns voting
securities to BB&T Asset Management. Proxy voting policies and procedures for BB&T Asset Management are attached as Appendix
B.

You may obtain information about how the Fund voted proxies related to its portfolio securities during the 12-month period ended
June 30 by visiting the SEC’s Web site at www.sec.gov, or by contacting us by telephone at 1-800-228-1872, visiting our website at
www.bbtfunds.com or contacting us in writing at BB&T Funds, P.O. Box 9762, Providence, Rhode Island 02940-9762.
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Proxy voting policies of the Master Portfolio. The Master Portfolio has adopted as its proxy voting policies the proxy voting
guidelines of BFA, the investment adviser to the Master Portfolio. The Master Portfolio has delegated to BFA the responsibility for
voting proxies on the portfolio securities held by the Master Portfolio. Therefore, the remainder of this section discusses BFA’s proxy
voting guidelines.

BFA votes (or refrains from voting) proxies for the Master Portfolio in a manner that BFA, in the exercise of its independent
business judgment, concludes is in the best economic interests of the Master Portfolio. In some cases, BFA may determine that it is in
the best interests of the Master Portfolio to refrain from exercising the Master Portfolio’s proxy voting rights (such as, for example,
proxies on certain non-U.S. securities which might impose costly or time-consuming in-person voting requirements). With regard to
the relationship between securities lending and proxy voting, BFA’s approach is also driven by our client’s economic interests. The
evaluation of the economic desirability of recalling loans involves balancing the revenue producing value of loans against the likely
economic value of casting votes. Based on our evaluation of this relationship, we believe that the likely economic value of casting a
vote generally is less than the securities lending income, either because the votes will not have significant economic consequences or
because the outcome of the vote would not be affected by BFA recalling loaned securities in order to ensure they are voted.
Periodically, BFA analyzes the process and benefits of voting proxies for securities on loan, and will consider whether any
modification of its proxy voting policies or procedures are necessary in light of any regulatory changes. BFA will normally vote on
specific proxy issues in accordance with its proxy voting guidelines. BFA’s proxy voting guidelines provide detailed guidance as to
how to vote proxies on certain important or commonly raised issues. BFA may, in the exercise of its business judgment, conclude that
the proxy voting guidelines do not cover the specific matter upon which a proxy vote is requested, or that an exception to the proxy
voting guidelines would be in the best economic interests of the Master Portfolio. BFA votes (or refrains from voting) proxies without
regard to the relationship of the issuer of the proxy (or any shareholder of such issuer) to the Master Portfolio, the Master Portfolio’s
affiliates (if any), BFA or BFA’s affiliates, or BlackRock Investments, LLC (“BRIL”) or BRIL’s affiliates. When voting proxies, BFA
attempts to encourage companies to follow practices that enhance shareholder value and increase transparency and allow the market to
place a proper value on their assets. With respect to certain specific issues:

- The Master Portfolio generally supports the board’s nominees in the election of directors and generally supports proposals that
strengthen the independence of boards of directors;

- The Master Portfolio generally does not support proposals on social issues that lack a demonstrable economic benefit to the
issuer and the Master Portfolio investing in such issuer; and

- The Master Portfolio generally votes against anti-takeover proposals and proposals that would create additional barriers or
costs to corporate transactions that are likely to deliver a premium to shareholders.

BFA maintains institutional policies and procedures which are designed to prevent any relationship between the issuer of the proxy
(or any shareholder of the issuer) and the Master Portfolio, the Master Portfolio’s affiliates (if any), BFA or BFA’s affiliates, or BRIL
or BRIL’s affiliates, from having undue influence on BFA’s proxy voting activity. In certain instances, BFA may determine to engage
an independent fiduciary to vote proxies as a further safeguard against potential conflicts of interest or as otherwise required by
applicable law. The independent fiduciary may either vote such proxies, or provide BFA with instructions as to how to vote such
proxies. In the latter case, BFA votes the proxy in accordance with the independent fiduciary’s determination.

PORTFOLIO TRANSACTIONS

General. BFA assumes general supervision over placing orders on behalf of the Master Portfolio for the purchase or sale of
portfolio securities. Allocation of brokerage transactions, including their frequency, is made in the best judgment of BFA and in a
manner deemed fair and reasonable to interestholders. In executing portfolio transactions and selecting brokers or dealers, BFA seeks
to obtain the best overall terms available for the Master Portfolio. In assessing the best overall terms available for any transaction,
BFA considers factors deemed relevant, including the breadth of the market in the security, the price of the security, the financial
condition and execution capability of the broker or dealer, and the reasonableness of the commission, if any, both for the specific
transaction and on a continuing basis. The primary consideration is prompt execution of orders at the most favorable net price. The
overall reasonableness of brokerage commissions paid is evaluated by BFA based upon its knowledge of available information as to
the general level of commissions paid by other institutional investors for comparable services. Brokers also are selected because of
their ability to handle special executions such as are involved in large block trades or broad distributions, provided the primary
consideration is met. Portfolio securities ordinarily are purchased directly from the issuer or from an underwriter or market maker. The
prices paid to the underwriters of newly issued securities usually include a concession paid by the issuer to the underwriter, and
purchases of securities from market makers may include the spread between the bid and asked price.
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Portfolio turnover may vary from year to year, as well as within a year. Portfolio turnover rates over 100%, although unexpected,
may result in comparatively greater brokerage expenses. High portfolio turnover can also result in larger amounts of short-term capital
gains allocable to interestholders.

The Master Portfolio’s purchase and sale orders for securities may be combined with those of other accounts that BFA manages or
advises, and for which it has brokerage placement authority, in the interest of seeking the most favorable overall net results. When
BFA determines that a particular security should be bought or sold for the Master Portfolio and other accounts managed by BFA, it
undertakes to allocate those transactions among the participants equitably. BFA may deal, trade and invest for its own account in the
types of securities in which the Master Portfolio may invest. BFA may from time to time execute trades on behalf of and for the
account of the Master Portfolio with brokers or dealers that are affiliated with BFA.

Brokerage Commissions. For the periods shown below, the Master Portfolio paid brokerage commissions in the dollar amounts
shown below. None of the brokerage commissions were paid to affiliated brokers.

FISCAL FISCAL FISCAL
YEAR ENDED YEAR ENDED YEAR ENDED
MASTER PORTFOLIO 12/31/2007 12/31/2008 12/31/2009
Master Portfolio $43,298 $113,013 $14,788

Securities of Regular Broker/Dealers. On December 31, 2009, the Master Portfolio owned securities of its “regular brokers or
dealers” (as defined in the 1940 Act), or its parents, as follows:

BROKER/DEALER OR PARENT AMOUNT

JP Morgan Chase & Co. $33,200,656
Goldman Sachs Group Inc. (The) $17,553,788
Citigroup Inc. $13,026,191
Morgan Stanley $8,142,575

GLASS-STEAGALL ACT

In 1971, the United States Supreme Court held in Investment Company Institute v. Camp that the Federal statute commonly
referred to as the Glass-Steagall Act prohibits a bank from operating a mutual fund for the collective investment of managing agency
accounts. Subsequently, the Board of Governors of the Federal Reserve System (the “Board of Governors™) issued a regulation and
interpretation to the effect that the Glass-Steagall Act and such decision: (a) forbid a bank holding company registered under the
Federal Bank Holding Company Act of 1956 (the “Holding Company Act”) or any non-bank affiliate thereof from sponsoring,
organizing, or controlling a registered, open-end investment company continuously engaged in the issuance of its shares, but (b) do
not prohibit such a holding company or affiliate from acting as investment adviser, transfer agent, and custodian to such an investment
company. In 1981, the United States Supreme Court held in Board of Governors of the Federal Reserve System v. Investment
Company Institute that the Board of Governors did not exceed its authority under the Holding Company Act when it adopted its
regulation and interpretation authorizing bank holding companies and their non-bank affiliates to act as investment advisers to
registered closed-end investment companies. In the Board of Governors case, the Supreme Court also stated that if a bank complied
with the restrictions imposed by the Board of Governors in its regulation and interpretation authorizing bank holding companies and
their non-bank affiliates to act as investment advisers to investment companies, a bank performing investment advisory services for an
investment company would not violate the Glass-Steagall Act.

BB&T Asset Management believes that it possesses the legal authority to perform the services for the Fund contemplated by the
Advisory Agreement and described in the Prospectuses and this SAl and has so represented in the Advisory Agreement. Future
changes in either federal or state statutes and regulations relating to the permissible activities of banks or bank holding companies and
the subsidiaries or affiliates of those entities, as well as further judicial or administrative decisions or interpretations of present and
future statutes and regulations, could prevent or restrict BB&T Asset Management from continuing to perform such services for
BB&T Funds. Depending upon the nature of any changes in the services which could be provided by BB&T Asset Management, the
Board of Trustees of BB&T Funds would review BB&T Funds’ relationship with BB&T Asset Management and consider taking all
action necessary in the circumstances.

Should future legislative, judicial, or administrative action prohibit or restrict the proposed activities of BB&T Asset Management
or their affiliated and correspondent banks (the “Banks™) in connection with customer’s purchases of Shares of the Fund, the Banks
might be required to alter materially or discontinue the services offered by them to customers. It is not anticipated, however, that any
change in the Fund’s method of operations would affect its NAV or result in financial losses to any customer.

ADMINISTRATOR

ADMINISTRATOR OF THE FUND. BB&T Asset Management serves as the Administrator (the “Administrator”) to the Fund
pursuant to an Administration Agreement effective April 23, 2007. Prior to April 23, 2007, BB&T Asset Management served as the
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Administrator pursuant to a Management and Administration Agreement dated February 1, 2005, as amended.

Under the Administration Agreement, the Administrator has agreed to maintain office facilities for the Fund, to maintain the
Fund’s financial accounts and records, and to furnish the Fund’s statistical and research data and certain bookkeeping services, and
certain other services required by the Fund. The Administrator prepares annual and semi-annual reports to the SEC, prepares Federal
and state tax returns, prepares filings with state securities commissions, and generally assists in supervising all aspects of the Fund’s
operations (other than those performed by BB&T Asset Management under the Advisory Agreement, those performed by State Street
Bank and Trust Company (“State Street”) under its custodial services agreements with the Fund, and those performed by PNC Global
Investment Servicing under its transfer agency and blue sky service and fund accounting agreements with the Fund). Under the
Administration Agreement, the Administrator may delegate all or any part of its responsibilities thereunder.

Under the Administration Agreement for expenses assumed and services provided as administrator, the Administrator receives a
fee from the Fund that is due only on the Fund’s assets, but calculated based upon each portfolio of the BB&T Funds' average net
assets as well as the average net assets of BB&T Variable Insurance Funds. The fee shall be calculated at an annual rate of eleven
one-hundredths of one percent (0.11%), applicable to the first $3.5 billion of average net assets, at an annual rate of seven-and-one-
half one-hundredths of one percent (0.075%) of the next $1 billion of average net assets, at the annul date of six one-hundredths of one
percent (0.06%) of the next $1.5 billion of average net assets, and at an annual rate of four one-hundredths of one percent (0.04%) of
average net assets in excess of $6 billion. The fee shall be computed daily and paid monthly. In addition to paying the Administrator
the fees set forth in the Administration Agreement, the Fund shall also reimburse the Administrator for its reasonable out-of-pocket
expenses, including but not limited to the travel and lodging expenses incurred by officers and employees of the Administrator in
connection with attendance at Board meetings.

Alternatively, the Fund may pay a fee as may from time to time be agreed upon in writing by BB&T Funds and the Administrator.
A fee agreed to in writing from time to time by the Fund and the Administrator may be significantly lower than the fee calculated at
the annual rate and the effect of such lower fee would be to lower the Fund’s expenses and increase the net income of the Fund during
the period when such lower fee is in effect.

For its services as administrator and expenses assumed pursuant to the Administration Agreement, the Administrator received the
following fees (“Paid” indicates gross administration fees and “Waived” are fees waived from gross administration fees and/or
reimbursed directly to the Fund):

FISCAL YEAR ENDED FISCAL YEAR ENDED FISCAL YEAR ENDED
DECEMBER 31, 2009 DECEMBER 31, 2008 DECEMBER 31, 2007
ADDITIONAL ADDITIONAL ADDITIONAL
PAID AMOUNT WAIVED PAID AMOUNT WAIVED PAID AMOUNT WAIVED
Equity Index Fund $26,645 $0 $87,247 $0 $122,103 $0

The Administration Agreement shall, unless sooner terminated as provided in the Administration Agreement (described below),
continue until April 30, 2011 (the “Initial Term”). Thereafter, the Administration Agreement shall be renewed automatically for
successive one year terms (the “Renewal Term”), unless written notice not to renew is given by the non-renewing party to the other
party at least 60 days prior to the expiration of the Initial Term or the then-current Renewal Term. The Administration Agreement also
is terminable upon mutual agreement of the parties to the Administration Agreement or for cause (as defined in the Administration
Agreement) upon the provision of sixty (60) days’ written notice by the party alleging cause.

The Administration Agreement provides that the Administrator shall not be liable for any loss suffered by BB&T Funds in
connection with the matters to which the Administration Agreement relates, except a loss resulting from willful misfeasance, bad
faith, or negligence in the performance of its duties, or from the reckless disregard by the Administrator of its obligations and duties
thereunder, except as otherwise provided by applicable law which cannot be waived or modified by the Administration Agreement.

SUB-ADMINISTRATOR

PNC Global Investment Servicing (the “Sub-Administrator”), 301 Bellevue Parkway, Wilmington, Delaware 19809, serves as sub-
administrator to the Fund pursuant to a Sub-Administration Services Agreement dated December 18, 2006, as amended, and effective
with respect to the Fund as of April 23, 2007 (the “Sub-Administration Agreement”). Under the Sub-Administration Agreement, the
Sub-Administrator performs certain administrative services for the Fund, for which it receives a fee, paid by the Administrator, that is
calculated based upon each portfolio of the BB&T Funds’ average net assets as well as the average net assets of BB&T Variable
Insurance Funds. The fee shall be calculated at the annual rate of 0.0395% applicable to the first $3.5 billion of average net assets, at
the annual rate of 0.0240% applicable to the next $1 billion of average net assets, at the annual rate of 0.019% applicable to the next
$1.5 billion of average net assets, and at the annual rate of 0.01% applicable to net assets in excess of $6 billion.

ADMINISTRATOR AND PLACEMENT AGENT OF THE MASTER PORTFOLIO. BTC serves as administrator of the Master
Portfolio. BTC provides the Master Portfolio with administrative services, including general supervision of the Master Portfolio’s non-
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investment operations, coordination of the other services provided to the Master Portfolio, compilation of information for reports to
the SEC and the state securities commissions, preparation of proxy statements and shareholder reports, and general supervision of data
compilation in connection with preparing periodic reports to the Master Portfolio’s trustees and officers. BTC also furnishes office
space and certain facilities to conduct the Master Portfolio’s business, and compensates MIP’s Trustees, officers and employees who
are affiliated with BTC. BTC is not entitled to compensation for providing administration services to the Master Portfolio for so long
as BTC is entitled to compensation for providing administration services to corresponding feeder funds that invest substantially all of
their assets in the Master Portfolio, or BTC or an affiliate receives advisory fees from the Master Portfolio. BTC has contracted with
State Street to provide certain sub-administration services for the Master Portfolio, and BTC pays State Street for those services out of
the fees BTC receives for its services as administrator.

BlackRock Investments LLC (“BRIL”) is the placement agent for the Master Portfolio. BRIL is a registered broker/dealer located
at 40 East 52™ Street, New York, NY 10022. BRIL does not receive compensation from the Master Portfolio for acting as placement
agent.

DISTRIBUTOR

BB&T AM Distributors, Inc. (the “Distributor”), 760 Moore Road, King of Prussia, PA 19406, serves as principal underwriter to
the Fund pursuant to an Underwriting Agreement effective as of April 23, 2007 (the “Underwriting Agreement”). The Underwriting
Agreement provides that, unless sooner terminated it will continue in effect for continuous one-year periods if such continuance is
approved at least annually (i) by the Fund’s Board of Trustees or by the vote of a majority of the outstanding Shares of the Fund, and
(ii) by the vote of a majority of the Trustees of the Fund who are not parties to such Underwriting Agreement or interested persons (as
defined in the 1940 Act) of any party to such Underwriting Agreement, cast in person at a meeting called for the purpose of voting on
such approval. The Underwriting Agreement may be terminated in the event of any assignment, as defined in the 1940 Act.

Under the Underwriting Agreement the Distributor receives payment from the Fund for distribution activities permitted and
authorized under the Distribution Plan adopted by the Fund. Under the Distribution Plan, the Fund will pay a monthly distribution fee
to the Distributor as compensation for its services in connection with the Distribution Plan at an annual rate equal to fifty one-
hundredths of one percent (0.50%) of the average daily net assets of Class A Shares of the Fund, one percent (1.00%) of the average
daily net assets of Class B Shares of the Fund, and one percent (1.00%) of the average daily net assets of Class C Shares of the Fund.
The Distributor may periodically waive all or a portion of the fee with respect to the Fund. The Adviser may also compensate the
Distributor for services provided to the Funds under the Distribution Agreement that either (i) are not authorized under the
Distribution Plan or (ii) represent amounts incurred in excess of the fee payable under the Distribution Plan.

Prior to April 23, 2007, BB&T Funds Distributor, Inc. served as distributor to the Fund.

For the year ended December 31, 2009, BB&T AM Distributors, Inc. received the following fees with respect to the Class A, Class
B and Class C Shares from the Fund (“Paid” indicates gross fees and “Waived” are fees waived from gross fees and/or reimbursed
directly to the Fund):

A CLASS B CLASS C CLASS

PAID WAIVED PAID WAIVED PAID WAIVED
$82,596 $41,298 $55,651 $0 $992 $0

For the year ended December 31, 2008, BB&T AM Distributors, Inc. received the following fees with respect to the Class A, Class
B and Class C Shares from the Fund (“Paid” indicates gross fees and “Waived” are fees waived from gross fees and/or reimbursed
directly to the Fund):

A CLASS B CLASS C CLASS

PAID WAIVED PAID WAIVED PAID WAIVED
$115,486 $57,743 $101,538 $0 $2,086 $0
For the fiscal period April 23, 2007 to December 31, 2007, BB&T AM Distributors, Inc, received the following fees with respect
to the Class A, Class B and Class C Shares from the Fund (“Paid” indicates gross fees and “Waived” are fees waived from gross fees
and/or reimbursed directly to the Fund):

A CLASS B CLASS C CLASS

PAID WAIVED PAID WAIVED PAID WAIVED

$254,692 $127,346 $99,102 $0 $2,179 $0

For the period January 1, 2007 to April 22, 2007 BB&T Funds Distributor, Inc., received the following fees with respect to the
Class A, Class B and Class C Shares from the Fund (“Paid” indicates gross fees and “Waived” are fees waived from gross fees and/or
reimbursed directly to the Fund):

A CLASS B CLASS CCLASS

PAID WAIVED PAID WAIVED PAID WAIVED

$163,010 $81,505 $44,320 $0 $862 $0
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For the year ended December 31, 2006, BB&T Funds Distributor, Inc., received the following fees with respect to the Class A,
Class B and Class C Shares from the Fund (“Paid” indicates gross fees and “Waived” are fees waived from gross fees and/or
reimbursed directly to the Fund):

A CLASS B CLASS C CLASS

PAID WAIVED PAID WAIVED PAID WAIVED
$657,832 $328,916 $142,895 $0 $6,754 $0

The Distribution Plan was initially approved on August 18, 1992 by the Fund’s Board of Trustees, including a majority of the
trustees who are not interested persons of the Fund (as defined in the 1940 Act) and who have no direct or indirect financial interest in
the Distribution Plan (the “Independent Trustees™). The Distribution Plan provides for fees only upon the Class A, Class B, and Class
C Shares of each Fund.

In accordance with Rule 12b-1 under the 1940 Act, the Distribution Plan may be terminated with respect to the Fund by a vote of a
majority of the Independent Trustees, or by a vote of a majority of the outstanding Class A, Class B, or Class C Shares of the Fund.
The Distribution Plan may be amended by vote of the Fund’s Board of Trustees, including a majority of the Independent Trustees, cast
in person at a meeting called for such purpose, except that any change in the Distribution Plan that would materially increase the
distribution fee with respect to a Fund requires the approval of the holders of that Fund’s Class A, Class B, and Class C Shares. The
Fund’s Board of Trustees will review on a quarterly and annual basis written reports of the amounts received and expended under the
Distribution Plan (including amounts expended by the Distributor to Participating Organizations pursuant to the Servicing Agreements
entered into under the Distribution Plan) indicating the purposes for which such expenditures were made.

The Distributor may use the distribution fee to provide distribution assistance with respect to the Fund’s Class A, Class B, and
Class C Shares or to provide shareholder services to the holders of such Shares. The Distributor may also use the distribution fee (i) to
pay financial institutions and intermediaries (such as insurance companies and investment counselors but not including banks), broker-
dealers, and the Distributor’s affiliates and subsidiaries compensation for services or reimbursement of expenses incurred in
connection with distribution assistance or (ii) to pay banks, other financial institutions and intermediaries, broker-dealers, and the
Distributor’s affiliates and subsidiaries compensation for services or reimbursement of expenses incurred in connection with the
provision of shareholder services. All payments by the Distributor for distribution assistance or shareholder services under the
Distribution Plan will be made pursuant to an agreement (a “Servicing Agreement”) between the Distributor and a Participating
Organization. A Servicing Agreement will relate to the provision of distribution assistance in connection with the distribution of a
Fund’s Class A, Class B, and Class C Shares to the Participating Organization’s customers on whose behalf the investment in such
Shares is made and/or to the provision of shareholder services to the Participating Organization’s customers owning a Fund’s Class A,
Class B, and Class C Shares. Under the Distribution Plan, a Participating Organization may include a subsidiary bank or nonbank
affiliates, or the subsidiaries or affiliates of those banks. A Servicing Agreement entered into with a bank (or any of its subsidiaries or
affiliates) will contain a representation that the bank (or subsidiary or affiliate) believes that it possesses the legal authority to perform
the services contemplated by the Servicing Agreement without violation of applicable banking laws (including the Glass-Steagall Act)
and regulations.

The distribution fee will be payable without regard to whether the amount of the fee is more or less than the actual expenses
incurred in a particular year by the Distributor in connection with distribution assistance or shareholder services rendered by the
Distributor itself or incurred by the Distributor pursuant to the Servicing Agreements entered into under the Distribution Plan. If the
amount of the distribution fee is greater than the Distributor’s actual expenses incurred in a particular year (and the Distributor does
not waive that portion of the distribution fee), the Distributor will realize a profit in that year from the distribution fee. If the amount of
the distribution fee is less than the Distributor’s actual expenses incurred in a particular year, the Distributor will realize a loss in that
year under the Distribution Plan and will not recover from a Fund the excess of expenses for the year over the distribution fee, unless
actual expenses incurred in a later year in which the Distribution Plan remains in effect were less than the distribution fee paid in that
later year.

The Distribution Plan also contains a so-called “defensive” provision applicable to Class A, Class B, and Class C Shares. Under
this defensive provision, to the extent that any payment made to the Administrator, including payment of administration fees, should
be deemed to be indirect financing of any activity primarily intended to result in the sale of Shares issued by the Fund within the
context of Rule 12b-1 under the 1940 Act, such payment shall be deemed to be authorized by the Distribution Plan.

The Glass-Steagall Act and other applicable laws prohibit banks generally from engaging in the business of underwriting
securities, but in general do not prohibit banks from purchasing securities as agent for and upon the order of customers. Accordingly,
the Funds will require banks acting as Participating Organizations to provide only those services which, in the banks’ opinion, are
consistent with the then current legal requirements. It is possible, however, that future legislative, judicial or administrative action
affecting the securities activities of banks will cause the Funds to alter or discontinue its arrangements with banks that act as
Participating Organizations, or change its method of operations. It is not anticipated, however, that any change in the Fund’s method
of operations would affect its NAV or result in financial loss to any customer.
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CUSTODIAN

State Street, located at 200 Clarendon Street, Boston, MA 02111, serves as custodian of the assets of the Equity Index Fund and
the Master Portfolio. As a result, State Street has custody of all securities and cash of Equity Index Fund and the Master Portfolio,
delivers and receives payment for securities sold, receives and pays for securities purchased, collects income from investments, and
performs other duties, all as directed by the officers of the Equity Index Fund and Master Portfolio. The custodian is in no way
responsible for any of the investment policies or decisions of the Equity Index Fund and Master Portfolio.

TRANSFER AGENT AND FUND ACCOUNTING SERVICES

PNC Global Investment Servicing, 301 Bellevue Parkway, Wilmington, Delaware 19809, serves as transfer agent to the Fund
pursuant to a Transfer Agency and Blue Sky Services Agreement. PNC Global Investment Servicing receives a fee based on the type
of services provided to the Fund as agreed upon by the Funds and PNC Global Investment Servicing.

State Street, 200 Clarendon Street, Boston, MA 02111, provides fund accounting services to the Fund pursuant to a Fund
Accounting Agreement with BB&T Funds.

PNC Global Investment Servicing also acts as transfer agent and dividend-disbursing agent for the Master Portfolio.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

KPMG LLP (“KPMG?”) has been selected as the independent registered public accounting firm. KMPG’s address is 345 Park
Avenue, New York, NY 10154.

LEGAL COUNSEL
Ropes & Gray LLP, One Metro Center, 700 12th St., N.W., Suite 900, Washington, DC 20005-3948 is counsel to BB&T Funds.
ADDITIONAL INFORMATION
ORGANIZATION AND DESCRIPTION OF SHARES

BB&T Funds (previously The BB&T Mutual Funds Group) was organized as a Massachusetts business trust by the Agreement and
Declaration of Trust, dated October 1, 1987, under the name “Shelf Registration Trust IV.” A copy of BB&T Funds’ Amended and
Restated Agreement and Declaration of Trust dated June 2, 2007, (the “Declaration of Trust”) is on file with the Secretary of State of
The Commonwealth of Massachusetts. The Declaration of Trust authorizes the Board of Trustees to issue an unlimited number of
Shares, which are units of beneficial interest. BB&T Funds presently has twenty-three series of Shares offered to the public which
represent interests in the BB&T Select Equity Fund, BB&T Mid Cap Value Fund, BB&T International Equity Fund, BB&T Special
Opportunities Equity Fund, BB&T Equity Income Fund, BB&T Short U.S. Government Fund, BB&T Intermediate U.S. Government
Fund, BB&T Total Return Bond Fund, BB&T Kentucky Intermediate Tax-Free Fund, BB&T Maryland Intermediate Tax-Free Fund,
BB&T North Carolina Intermediate Tax-Free Fund, BB&T South Carolina Intermediate Tax-Free Fund, BB&T Virginia Intermediate
Tax-Free Fund, BB&T West Virginia Intermediate Tax-Free Fund, BB&T National Tax-Free Money Market Fund, BB&T Prime
Money Market Fund, BB&T U.S. Treasury Money Market Fund, BB&T Capital Manager Conservative Growth Fund, BB&T Capital
Manager Moderate Growth Fund, BB&T Capital Manager Growth Fund, BB&T Capital Manager Equity Fund, Equity Index Fund
and Sterling Capital Small Cap Value Fund, respectively. The Funds’ Declaration of Trust authorizes the Board of Trustees to divide
or redivide any unissued Shares of BB&T Funds into one or more additional series.

Shares have no subscription or preemptive rights and only such conversion or exchange rights as the Board of Trustees may grant
in its discretion. When issued for payment as described in the Prospectuses and this SAI, the Fund’s Shares will be fully paid and non-
assessable. In the event of a liquidation or dissolution of the Funds, shareholders of a Fund are entitled to receive the assets available
for distribution belonging to that Fund, and a proportionate distribution, based upon the relative asset values of the respective Funds,
of any general assets not belonging to any particular Fund which are available for distribution.

Shares of the Funds are entitled to one vote per share (with proportional voting for fractional shares) on such matters as
shareholders are entitled to vote. Shareholders vote in the aggregate and not by series or class on all matters except (i) when required
by the 1940 Act, shares shall be voted by individual series, (ii) when the Trustees have determined that the matter affects only the
interests of a particular series or class, then only shareholders of such series or class shall be entitled to vote thereon, and (iii) only the
holders of Class A, Class B, and Class C Shares will be entitled to vote on matters submitted to shareholder vote with regard to the
Distribution Plan applicable to such class.

As used in this SAI, a “vote of a majority of the outstanding shares” of the Funds or a particular Fund means the affirmative vote,

at a meeting of shareholders duly called, of the lesser of (a) 67% or more of the votes of shareholders of the Funds or such Fund
present at such meeting at which the holders of more than 50% of the votes attributable to the shareholders of record of the Funds or
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such Fund are represented in person or by proxy, or (b) the holders of more than 50% of the outstanding votes of shareholders of
BB&T Funds or such Fund.

SHAREHOLDER AND TRUSTEE LIABILITY

Under Massachusetts law, shareholders could, under certain circumstances, be held personally liable for the obligations of the
Funds. However, the Funds’ Declaration of Trust disclaims shareholder liability for acts or obligations of the Funds and requires that
notice of such disclaimer be given in every agreement, obligation or instrument entered into or executed by the Funds or the Trustees.
The Declaration of Trust provides for indemnification out of a Fund’s property for all loss and expense of any shareholder of such
Fund held liable on account of being or having been a shareholder. Thus, the risk of a shareholder incurring financial loss on account
of shareholder liability is limited to circumstances in which a Fund would be unable to meet its obligations.

The Agreement and Declaration of Trust states further that no Trustee, officer or agent of BB&T Funds shall be personally liable
in connection with the administration or preservation of the assets of BB&T Funds or the conduct of BB&T Funds’ business; nor shall
any Trustee, officer, or agent be personally liable to any person for any action or failure to act except for his own bad faith, willful
misfeasance, gross negligence, or reckless disregard of his duties. The Agreement and Declaration of Trust also provides that all
persons having any claim against the Trustees or BB&T Funds shall look solely to the assets of BB&T Funds for payment.

MASTER PORTFOLIO ORGANIZATION

The Master Portfolio is a series of MIP, an open-end, series management investment company organized as Delaware statutory
trust. MIP was organized on October 20, 1993. MIP currently consists of thirteen series, including the Master Portfolio. In accordance
with Delaware law and in connection with the tax treatment sought by MIP, the Declaration of Trust provides that its investors are
personally responsible for Trust liabilities and obligations, but only to the extent the Trust property is insufficient to satisfy such
liabilities and obligations. The Declaration of Trust also provides that MIP must maintain appropriate insurance (for example, fidelity
bonding and errors and omissions insurance) for the protection of the Trust, its investors, trustees, officers, employees and agents
covering possible tort and other liabilities, and that investors will be indemnified to the extent they are held liable for a
disproportionate share of MIP’s obligations. Thus, the risk of an investor incurring financial loss on account of investor liability is
limited to circumstances in which both inadequate insurance existed and MIP itself was unable to meet its obligations.

The Declaration of Trust further provides that obligations of MIP are not binding upon its trustees individually but only upon the
property of MIP and that the trustees will not be liable for any action or failure to act, but nothing in the Declarations of Trust protects
a trustee against any liability to which the trustee would otherwise be subject by reason of willful misfeasance, bad faith, gross
negligence, or reckless disregard of the duties involved in the conduct of the trustee’s office.

The interests in the Master Portfolio have substantially identical voting and other rights as those rights enumerated above for
shares of the Fund. MIP is generally not required to hold annual meetings, but is required by Section 16(c) of the 1940 Act to hold a
special meeting and assist investor communications under certain circumstances. Whenever the Fund is requested to vote on a matter
with respect to the Master Portfolio, the Fund will either seek instructions from its shareholders with regard to the voting of proxies
with respect to Master Portfolio securities and vote such proxies only in accordance with such instructions, or vote the shares held by
it in the same proportion as votes the Master Portfolio receives from other Feeder Funds.

DISCLOSURE OF PORTFOLIO HOLDINGS

The Trust has adopted its own polices and procedures governing when information regarding portfolio holdings may be made
available to third parties. No earlier than ten calendar days after the end of a quarter, the Fund will make public on the Fund’s
Website a complete schedule of the Fund’s holdings. Such information will be current as of the end of the most recent calendar
quarter and will be available on the Fund’s Website until updated for the next applicable period.

In addition, portfolio holdings information may be made available to third parties in the following circumstances:
— After it has been made public on the Fund’s Website or through a filing with the SEC;

— In marketing or other materials, provided that the information regarding portfolio holdings disclosed in the materials are at least
fifteen (15) days old; or

— When (i) the Fund has a legitimate business purpose for doing so; (ii) the disclosure is in the best interests of the Fund and its
shareholders™; and (iii) the recipients are subject to a confidentiality agreement, including a duty not to trade on the non-public
information, or the Fund’s Chief Executive Officer or Chief Financial Officer have determined that the policies of the recipient are
adequate to protect the information that is disclosed and the entity is subject to a duty of confidentiality under the federal securities
laws. Such disclosures shall be authorized by the Fund’s Chief Executive Officer or Chief Financial Officer and shall be reported to
the Board of Trustees at its next scheduled meeting.

* In determining whether disclosure is in the best interests of the Fund and its shareholders, the Fund’s Chief Executive Officer or Chief Financial
Officer shall consider whether any potential conflicts exist between the interests of Fund shareholders, on the one hand, and those of the Fund’s
investment adviser, or its principal underwriter, on the other.
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Disclosure to the Fund’s Service Providers

The Fund may provide information to its service providers regarding the Fund’s portfolio holdings that have not been disclosed on the
Trust's Website or included in a filing with the SEC where relevant to duties to be performed for the Fund. Such service providers
include, but are not limited to, fund accountants, administrators, sub-administrators, investment advisers, rating agencies, custodians,
independent public accountants and attorneys. The Fund’s service providers are prohibited, by explicit agreement or by virtue of their
duties to the Fund, from disclosing to other third parties material non-public information about the Fund’s portfolio holdings, trading
strategies implemented or to be implemented, or pending transactions. In instances in which non-public information is disclosed to
third parties, the entity receiving the non-public information is subject to a duty of confidentiality under the federal securities laws,
including a duty not to trade on the non-public information.

The frequency with which information regarding the Fund’s portfolio holdings will be disclosed, as well as the lag time associated
with such disclosure, will vary depending on such factors as the circumstances of the disclosure and the reason therefore.

Other than the arrangements discussed above, the Funds do not have in place any ongoing arrangements to provide information
regarding portfolio holdings to any person. In no event shall portfolio holdings information be disclosed for compensation.

MASTER PORTFOLIO’S POLICY REGARDING DISCLOSURE OF PORTFOLIO HOLDINGS

As the Fund presently invests all of its assets in the Master Portfolio, information regarding portfolio holdings is not expected to
vary frequently. The Master Portfolio’s policy regarding the disclosure of portfolio holdings information is as follows:

The Master Portfolio’s Board of Trustees has adopted a policy regarding the disclosure of the Master Portfolio’s portfolio holdings
that requires that such information be disclosed in a manner that (a) is consistent with applicable legal requirements and in the best
interests of the Master Portfolio’s interestholders; (b) does not put the interests of the Master Portfolio’s investment adviser (“BFA” or
the “Investment Adviser”), the Master Portfolio’s placement agent (the “Master Portfolio Placement Agent™), or any affiliated person
of the Master Portfolio, the Investment Adviser or the Master Portfolio Placement Agent, above those of Master Portfolio
interestholders; (c) does not advantage any current or prospective Master Portfolio interestholders over any other current or
prospective Master Portfolio interestholders; and (d) does not provide selective access to portfolio holdings information except
pursuant to the following procedures and to the extent appropriate confidentiality arrangements limiting the use of such information
are in effect and/or control mechanisms (such as by virtue of duties to the Master Portfolio) limiting the use of such information are in
effect. None of the Master Portfolio, the Investment Adviser or BTC receive any compensation or other consideration in connection
with the disclosure of portfolio holdings information pursuant to the arrangements described below.

Service Providers. Daily access to information concerning the Master Portfolio’s portfolio holdings is permitted, without any lag
between the date of the information and the date on which such information is disclosed, (i) to personnel of the Investment Adviser
who manage the Master Portfolios’ assets or who provide administrative, operational, risk management, or other support to portfolio
management, and (ii) to other personnel of the Investment Adviser and the Master Portfolio’s service providers, such as BTC, State
Street Bank and Trust Company (“State Street”) and BRIL, who deal directly with, or assist in, functions related to investment
management, administration, custody, and fund accounting, as may be necessary to conduct business in the ordinary course in a
manner consistent with agreements with the Master Portfolio, including agreements with BTC as administrator for the Master
Portfolio, and the terms of the Master Portfolio’s current registration statement. The Master Portfolio’s portfolio management may
also release and discuss portfolio holdings information with various broker-dealers, including broker-dealers affiliated with the
Investment Adviser, in connection with managing the Master Portfolios’ assets and settling the Master Portfolio’s transactions, as may
be necessary to conduct business in the ordinary course in a manner consistent with agreements with the Master Portfolio and the
terms of its current registration statement.

From time to time, portfolio holdings information may also be provided, in the ordinary course of business without any lag
between the date of the information and the date on which such information is disclosed (provided that such information is provided
no earlier than the close of trading on the same business day as the date of such information), to other persons and entities, including,
among others, the Master Portfolio’s Trustees; the auditors of the Master Portfolio; counsel to the Master Portfolio, and counsel to the
Master Portfolio’s Trustees who are not “interested persons” of the Trust or Master Portfolio (as such term is defined in the 1940 Act)
(the “Master Portfolio’s Independent Trustees™); pricing service vendors; proxy voting service providers; financial printers; regulatory
authorities; stock exchanges and other listing organizations; rating or ranking organizations; or as otherwise required by law or
regulation. The following is a list, as of November 15, 2009, of all such persons and entities to which the Master Portfolio has ongoing
arrangements to provide portfolio holdings information in the ordinary course of business as described above: Moody’s Investor
Services, Standard & Poor's, Lipper, Inc. and Morningstar, Inc., as the rating organizations for the Master Portfolio; and Interactive
Data Corp. and Reuters, as the pricing services for the Master Portfolio. Any additions, modifications or deletions to the foregoing list
that have occurred since November 15, 2009 are not reflected. Generally, the above persons and entities are subject to duties of
confidentiality arising under law or contract that the Boards of Trustees of the Master Portfolio believe provide an adequate safeguard
for such information.
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Third-Party Feeder Funds. In addition, the Master Portfolio provides portfolio holdings information to the sponsors,
administrators or other service providers for feeder funds sponsored by institutions not affiliated with BFA that invest in such Master
Portfolio as may be necessary to (i) conduct business of the third-party feeder funds in the ordinary course in a manner consistent with
agreements with the third-party feeder funds and the terms of the Master Portfolio’s current registration statement, or (ii) satisfy legal
requirements applicable to the third-party feeder funds. Such portfolio holdings information may be provided without any lag
between the date of the information and the date on which such information is disclosed.

BFA, BTC and the Master Portfolio may also provide portfolio holdings information to the sponsors, administrators or other
service providers for a potential third-party feeder fund to the extent necessary for such entities to evaluate a potential investment in
the relevant Master Portfolio, subject to appropriate confidentiality arrangements limiting the use of such information to that purpose.

Securities and Exchange Commission Filings. The Master Portfolio will disclose its complete portfolio holdings schedule in
public filings with the SEC on a quarterly basis, based on the Master Portfolio’s fiscal year, within 70 days after the end of the
calendar quarter, and will provide that information to shareholders, as required by federal securities laws and regulations thereunder.

Other Public Disclosure. The Master Portfolio, may voluntarily disclose portfolio holdings information in advance of required
filings with the SEC to persons and entities that make such information generally available to interested persons, such as institutional
investors and their advisers and representatives. These persons and entities may make such information available through a variety of
methods, including without limitation via websites, e-mail and other forms of publication. Such portfolio holdings information may be
provided without any lag between the date of the information and the date on which such information is disclosed, provided that such
information is provided no earlier than the close of trading on the same business day as the date of such information. No conditions or
restrictions are placed on the use of such information because the Master Portfolio intends that the persons and entities to which such
information is provided will make such information generally available to all interested persons. The following is a list, as of March
31, 2009, of all such persons and entities with which the Funds or the Master Portfolios have ongoing arrangements to provide
portfolio holdings information and the frequency with which such information is provided: Micropal (monthly) and Bloomberg
(monthly). Any additions, modifications or deletions to the foregoing list that have occurred since March 31, 2009 are not reflected.

Approved Recipients. The Master Portfolio’s Chief Compliance Officer may also authorize disclosure of portfolio holdings
information to approved recipients pursuant to the above policy. The Master Portfolio’s Board of Trustees reviews the above policy
and procedures with respect to the disclosure of portfolio holdings information at least annually. There can be no assurance that the
Master Portfolio’s policy and procedures with respect to disclosure of portfolio holdings information will prevent the misuse of such
information by persons that receive such information.

MASTER PORTFOLIO’S POLICY REGARDING FREQUENT PURCHASES AND REDEMPTIONS

Generally, frequent purchases and redemptions of Master Portfolio interests (“frequent trading™) may have a detrimental effect on
the Master Portfolio and its interestholders. Depending on various factors, such as the size of the Master Portfolio and the amount of
assets maintained in cash, frequent trading may harm the performance of the Master Portfolio by interfering with the implementation
of the Master Portfolio’s investment strategies and/or increasing transaction costs and taxes, and/or may dilute the value of Master
Portfolio interests held by long-term investors. Frequent trading may include activity that appears to attempt to take advantage of a
potential arbitrage opportunity presented by a lag between a change in the value of the Master Portfolio’s portfolio securities after the
close of the primary markets for those portfolio securities and the reflection of that change in the Master Portfolio’s NAV (“market
timing”).

The Master Portfolio’s Board of Trustees has adopted a policy of not monitoring for possible market timing activity because the
Master Portfolio invests primarily in equity securities that are valued as of the same time that the NAV for the Master Portfolio is
calculated (generally 4:00 p.m. Eastern Time), which eliminates the potential arbitrage opportunity presented by a lag between a
change in the value of the Master Portfolio’s holdings and the reflection of that change in the Master Portfolio’s NAV. The Master
Portfolio’s Board of Trustees has not adopted a policy of monitoring for other forms of frequent trading because daily flows into and
out of the Master Portfolio is aggregated, and the process of aggregation is expected to reduce the potential for frequent trading to
disrupt the implementation of the Master Portfolio’s investment strategy.

The Master Portfolio may from time to time implement various methods that the Master Portfolio believe are appropriate to deter
market timing, frequent trading or other activity that may be detrimental to the Master Portfolio or long-term investors in the Master
Portfolio. There is no assurance that any such methods will prevent such detrimental trading activity.

MISCELLANEOUS

BB&T Funds may include information in its Annual Reports and Semi-Annual Reports to shareholders that (1) describes general
economic trends, (2) describes general trends within the financial services industry or the mutual fund industry, (3) describes past or
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anticipated portfolio holdings for one or more of the Funds within BB&T Funds, or (4) describes investment management strategies
for such Funds. Such information is provided to inform shareholders of the activities of BB&T Funds for the most recent fiscal year or
half-year and to provide the views of the Adviser and/or BB&T Funds officers regarding expected trends and strategies.

BB&T Funds is registered with the SEC as a management investment company. Such registration does not involve supervision by
the SEC of the management or policies of BB&T Funds.

The following table indicates the name, address, and percentage of ownership of each person who owns of record or is known by
the Trust to own beneficially 5% or more of any Class of the Fund’s outstanding shares as of April 5, 2010:

PERCENT OF THE CLASS
TOTAL ASSETS HELD BY
NAME, ADDRESS OF OWNER CLASS THE SHAREHOLDER

NFS LLC FEBO CLASS A SHARES 54.84%
BRANCH BANKING & TRUST CO

ATTN: MINDY J. KOONTZ

434 FAYETTEVILLE STREET MALL

RALEIGH, NC 27601-0000

PERSHING LLC CLASS B SHARES 7.37%
P.0. BOX 2052
JERSEY CITY, NJ 07303-9998

JULIATELLIOTT & JACK F WRIGHT CO-TTEES CLASS C SHARES 37.11%
18303 BOWSPRIT POINTE
CORNELIUS, NC 28031-5202

THEODORA J KURCABA CLASS C SHARES 17.13%
66 COUNTRY CLUB ROAD
TERRA ALTA, WV 26764-0000

PFPC TRUST CO CUST FBO CLASS C SHARES 11.16%
PEDRO S FERREIRA

PCT DO COMERCIO

2720 ALFRAGIDE, PORTUGAL 158

ANTONIO CANIGLIE CLASS C SHARES 10.18%
13504 PISCATAWAY DR
FORT WASHINGTON, MD 20744-6630

WILLIAM L STRUNK & PATRICIA F STRUNK JT TEN CLASS C SHARES 6.16%
11507 BONNIE LAKE DRIVE
ALDEN, NY 14004-9532

NFS LLC FEBO INSTITUTIONAL CLASS 69.42%
BBT CO DBA WILBRANCH & CO

FBO NON-ERISA CLIENTS REINV

PO BOX 2887

WILSON, NC 27894-2887

NFS LLC FEBO INSTITUTIONAL CLASS 19.81%
BBT CO DBA WILBRANCH & CO

FBO ERISA CLIENTS REINV

PO BOX 2887

WILSON, NC 27894-2887

NFS LLC FEBO INSTITUTIONAL CLASS 8.9%
BBT CO DBA WILBRANCH & CO

FBO NON-ERISA CLIENTS CASH

PO BOX 2887

WILSON, NC 27894-2887

As of April 5, 2010, BB&T Corporation and its affiliates held of record, as agent or trustee for its customers more than 25% of the

outstanding shares of the Fund. As a result, BB&T Corporation and its affiliates may be deemed to have control of the Fund and may
be able to affect the outcome of matters presented for a vote of the shareholders of the Fund.
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FINANCIAL STATEMENTS

Audited Financial Statements as of December 31, 2009 are incorporated by reference herein, and included in the Annual Report to
shareholders, dated as of December 31, 2009, which has been previously sent to shareholders of the Fund pursuant to the 1940 Act
and previously filed with the SEC. A copy of the Annual Report and the Fund’s latest Semi-Annual Report may be obtained without
charge by contacting the Fund at P.O. Box 9762, Providence, Rhode Island 02940-9762 or by telephoning toll-free at 1-800-228-1872.
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APPENDIX A

The nationally recognized statistical rating organizations (individually, an “NRSRO”) that may be utilized by the Funds with regard to
portfolio investments for the Funds include, but are not limited to, Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s
Rating Services (“S&P”), Fitch, Inc. (“Fitch”), Dominion Bond Ratings Services (“DBRS”), Japan Credit Rating Agency, Ltd.
(“JCR™), A.M. Best Company, Inc. (“Best’s”), and Rating and Investment Information, Inc. (“R&I™). Set forth below is a description
of the relevant ratings of each such NRSRO. The NRSROs that may be utilized by the Funds and the description of each NRSRO’s
ratings are as of the date of this SAI, and may subsequently change.

LONG - TERM DEBT RATINGS (may be assigned, for example, to corporate and municipal bonds)

Description of the six highest long-term obligation ratings by Moody’s (Moody’s applies humerical modifiers (1, 2, and 3) in each
rating category to indicate the security’s ranking within the category. The modifier “1” indicates that the obligation ranks in the higher
end of its generic rating category; the modifier “2” indicates a mid-range ranking; and the modifier “3” indicates a ranking in the
lower end of that generic rating category.):

Aaa  Bonds which are rated “Aaa” are judged to be of the highest quality with minimal credit risk.

Aa Bonds which are rated “Aa” are judged to be of high quality and are subject to very low credit risk.

A Bonds which are rated “A” are considered upper-medium-grade obligations and are subject to very low credit risk.

Baa  Bonds which are rated “Baa” are subject to moderate credit risk. They are considered as medium-grade obligations (i.e., they
are neither highly protected nor poorly secured) and as such may possess certain speculative characteristics.

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

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

Description of the six highest long-term issue credit ratings by S&P (S&P may apply a plus (+) or minus (-) sign to a particular rating
classification to show relative standing within that classification.):

AAA An obligation rated “AAA” has the highest rating assigned by Standard & Poor’s. The obligor’s capacity to meet its financial
commitment on the obligation is extremely strong.

AA  An obligation rated “AA” differs from the highest rated obligations only to a small degree. The obligor’s capacity to meet its
financial commitment on the obligation is very strong.

A An obligation rated “A” is somewhat more susceptible to the adverse effects of changes in circumstances and economic
conditions than obligations in higher rated categories. However, the obligor’s capacity to meet its financial commitment on the
obligation is still strong.

BBB An obligation rated “BBB” exhibits adequate protection parameters. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the obligation.

BB  An obligation rated ‘BB’ is less vulnerable to nonpayment than other speculative issues. However, it faces major ongoing
uncertainties or exposure to adverse business, financial, or economic conditions which could lead to the obligor’s inadequate
capacity to meet its financial commitment on the obligation.

B An obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the obligor currently has the
capacity to meet its financial commitment on the obligation. Adverse business, financial, or economic conditions will likely
impair the obligor’s capacity or willingness to meet its financial commitment on the obligation.

Description of the six highest international long-term credit ratings by Fitch (Fitch may apply a plus (+) or minus (-) sign to a rating to
denote relative status within major rating categories. Such suffixes are not added to the “AAA” rating category.):

AAA Highest credit quality. “AAA” ratings denote the lowest expectation of credit risk. They are assigned only in case of

exceptionally strong capacity for payment of financial commitments. This capacity is highly unlikely to be adversely affected
by foreseeable events.
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BBB

BB

Very high credit quality. “AA” ratings denote expectation of very low credit risk. They indicate very strong capacity for
payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

High credit quality. “A” ratings denote a low expectation of credit risk. The capacity for payment of financial commitments is
considered strong. This capacity may, nevertheless, be more vulnerable to changes in circumstances or in economic conditions
than is the case for higher ratings.

Good credit quality. “BBB” ratings indicate that there are currently expectations of low credit risk. The capacity for payment
of financial commitments is considered adequate but adverse changes in circumstances and economic conditions are more
likely to impair this capacity. This is the lowest investment grade category.

Speculative. ‘BB’ ratings indicate that there is a possibility of credit risk developing, particularly as the result of adverse
economic change over time; however, business or financial alternatives may be available to allow financial commitments to be
met. Securities rated in this category are not investment grade.

Highly speculative.

o For issuers and performing obligations, ‘B’ ratings indicate that significant credit risk is present, but a limited margin of
safety remains. Financial commitments are currently being met; however, capacity for continued payment is contingent upon a
sustained, favorable business and economic environment.

e For individual obligations, may indicate distressed or defaulted obligations with potential for extremely high recoveries.
Such obligations would possess a Recovery Rating of ‘RR1’ (outstanding).

Description of the six highest long-term debt rating categories by DBRS (“High” and “low” grades are used to indicate the relative
standing of a credit within a particular rating category. The lack of one of these designations indicates a rating which is essentially in
the middle of the category. “High” and “low” grades are not used for the AAA category.):

AAA

BBB

BB

Long-term debt rated “AAA” is of the highest credit quality, with exceptionally strong protection for the timely repayment of
principal and interest. Earnings are considered stable, the structure of the industry in which the entity operates is strong, and
the outlook for future profitability is favorable. There are few qualifying factors present that would detract from the
performance of the entity. The strength of liquidity and coverage ratios is unquestioned and the entity has established a
credible track record of superior performance. Given the extremely high standards that DBRS has set for this category, few
entities are able to achieve an “AAA” rating.

Long-term debt rated “AA” is of superior credit quality, and protection of interest and principal is considered high. In many
cases, they differ from long-term debt rated “AAA” only to a small degree. Given the extremely restrictive definitions which
DBRS has for the “AAA” category, entities rated “AA” are also considered to be strong credits, typically exemplifying above-
average strength in key areas of consideration and unlikely to be significantly affected by reasonably foreseeable events.

Long-term debt rated “A” is of satisfactory credit quality. Protection of interest and principal is still substantial, but the degree
of strength is less than that of “AA” rated entities. While “A” is a respectable rating, entities in this category are considered to
be more susceptible to adverse economic conditions and have greater cyclical tendencies than higher-rated companies.

Long-term debt rated “BBB” is of adequate credit quality. Protection of interest and principal is considered acceptable, but the
entity is fairly susceptible to adverse changes in financial and economic conditions, or there may be other adverse conditions
present which reduce the strength of the entity and its rated securities.

Long-term debt rated BB is defined to be speculative and non-investment grade, where the degree of protection afforded
interest and principal is uncertain, particularly during periods of economic recession. Entities in the BB range typically have
limited access to capital markets and additional liquidity support. In many cases, deficiencies in critical mass, diversification,
and competitive strength are additional negative considerations.

Long-term debt rated B is considered highly speculative and there is a reasonably high level of uncertainty as to the ability of
the entity to pay interest and principal on a continuing basis in the future, especially in periods of economic recession or
industry adversity.

Description of the six highest long-term debt ratings by JCR (A plus (+) or minus (-) sign may be added to certain rating symbols
(including “AA” and “A”) to indicate relative standing within each of those rating categories.):

47



AAA The highest level of capacity of the obligor to honor its financial commitment on the obligation.

AA

A

BBB

BB

A very high level of capacity to honor the financial commitment on the obligation.
A high level of capacity to honor the financial commitment on the obligation.

An adequate level of capacity to honor the financial commitment on the obligation. However, this capacity is more likely to
diminish in the future than in the cases of the higher rating categories.

Although the level of capacity to honor the financial commitment on the obligation is not considered problematic at present,
this capacity may not persist in the future.

A low level of capacity to honor the financial commitment on the obligation, having cause for concern.

Description of the six highest long-term debt ratings by Best’s (Certain ratings (including “aa” and “a”) may be enhanced with a
plus (+) or minus (-) sign to indicate whether credit quality is near the top or bottom of a category. A rating can also be assigned an
Under Reviewer modifier (“u”) that generally is event-driven and indicates that the company’s rating opinion is under review and may
be subject to near-term change. Ratings prefixed with an (“i””) denote indicative ratings. Issuer Credit Ratings may also be assigned a
Public Data modifier (“pd”) which indicates that a company does not subscribe to Best’s interactive rating process ):

aaa

aa

bbb

bb

Exceptional. Assigned to issues, where the issuer has, in Best’s opinion, an exceptional ability to meet the terms of the
obligation.

Very Strong. Assigned to issues, where the issuer has, in Best’s opinion, a very strong ability to meet the terms of obligation.
Strong. Assigned to issues, where the issuer has, in Best’s opinion, a strong ability to meet the terms of the obligation.

Adequate. Assigned to issues, where the issuer has, in Best’s opinion, an adequate ability to meet the terms of the obligation;
however, the issue is more susceptible to changes in economic or other conditions.

Speculative. Assigned to issues, where the issuer has, in Best’s opinion, speculative credit characteristics, generally due to a
moderate margin of principal and interest payment protection and vulnerability to economic changes.

Very speculative. Assigned to issues, where the issuer has, in Best’s opinion, very speculative credit characteristics, generally
due to a modest margin of principal and interest payment protection and extreme vulnerability to economic changes.

Description of the six highest long-term debt ratings by R&I (Plus (+) and minus (-) signs may be added to ratings symbols within a
range from AA to CCC (which is not shown below) to indicate their relative standing within each category):

AAA The highest credit quality. It is also accompanied by many other excellent factors.

AA

A

BBB

BB

The credit quality is very high. It is also accompanied by excellent factors.
The credit quality is high. It is also accompanied by some excellent factors.
The credit quality is satisfactory, but there are factors that may be vulnerable to environmental changes.

No urgent problem in the credit quality, but there are factors that are vulnerable to environmental changes and require full
attention.

The credit quality has some problems, and there are factors that require a constant attention.

SHORT-TERM DEBT RATINGS (may be assigned, for example, to commercial paper, master demand notes, bank instruments, and
letters of credit)

Moody’s description of its short-term debt ratings:
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P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt obligations.

P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations.

P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay of short-term obligations.

NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.

S&P’s description of its six highest short-term issue credit ratings:

A-1

A-2

B-1

B-2

A short-term obligation rated “A-1" is rated in the highest category by Standard & Poor’s. The obligor’s capacity to meet its
financial commitment on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+).
This indicates that the obligor’s capacity to meet its financial commitment on these obligations is extremely strong.

A short-term obligation rated “A-2” is somewhat more susceptible to the adverse effects of changes in circumstances and
economic conditions than obligations in higher rating categories. However, the obligor’s capacity to meet its financial
commitment on the obligation is satisfactory.

A short-term obligation rated “A-3” exhibits adequate protection parameters. However, adverse economic conditions or
changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the
obligation.

A short-term obligation rated “‘B” is regarded as having significant speculative characteristics. Ratings of “B-1”, “B-2", and
“B-3" may be assigned to indicate finer distinctions within the “B” category. The obligor currently has the capacity to meet its
financial commitment on the obligation; however, it faces major ongoing uncertainties which could lead to the obligor’s
inadequate capacity to meet its financial commitment on the obligation.

A short-term obligation rated ‘B-1" is regarded as having significant speculative characteristics, but the obligor has a relatively
stronger capacity to meet its financial commitments over the short-term compared to other speculative-grade obligors.

A short-term obligation rated ‘B-2” is regarded as having significant speculative characteristics, and the obligor has an average
speculative-grade capacity to meet its financial commitments over the short-term compared to other speculative-grade
obligors.

Description of the six highest international short-term credit ratings by Fitch (Fitch may apply a plus (+) or minus (-) sign to a rating to
denote relative status within major rating categories. Such suffixes are not added to short-term ratings other than “F1”.):

F1

F2

F3

Highest credit quality. Indicates the strongest capacity for timely payment of financial commitments; may have an added “+”
to denote any exceptionally strong credit feature.

Good credit quality. A satisfactory capacity for timely payment of financial commitments, but the margin of safety is not as
great as in the case of the higher ratings.

Fair credit quality. The capacity for timely payment of financial commitments is adequate; however, near-term adverse
changes could result in a reduction to non-investment grade.

Speculative. Minimal capacity for timely payment of financial commitments, plus vulnerability to near term adverse changes
in financial and economic conditions.

High default risk. Default is a real possibility. Capacity for meeting financial commitments is solely reliant upon a sustained,
favorable business and economic environment.

Indicates an entity or sovereign that has defaulted on all of its financial obligations.

DBRS’ description of its six highest short-term debt ratings:

R-1

(high) Short-term debt rated “R-1 (high)” is of the highest credit quality, and indicates an entity possessing unquestioned
ability to repay current liabilities as they fall due. Entities rated in this category normally maintain strong liquidity positions,
conservative debt levels and profitability that is both stable and above average. Companies achieving an “R-1 (high)” rating
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R-1

R-1

R-2

R-2

R-2

are normally leaders in structurally sound industry segments with proven track records, sustainable positive future results and
no substantial qualifying negative factors. Given the extremely tough definition DBRS has established for an “R-1 (high)”, few
entities are strong enough to achieve this rating.

(middle) Short-term debt rated “R-1 (middle)” is of superior credit quality and, in most cases, ratings in this category differ
from R-1 (high) credits by only a small degree. Given the extremely tough definition which DBRS has established for the “R-1
(high)” category, entities rated “R-1 (middle)” are also considered strong credits, and typically exemplify above average
strength in key areas of consideration for the timely repayment of short-term liabilities.

(low) Short-term debt rated “R-1 (low)” is of satisfactory credit quality. The overall strength and outlook for key liquidity, debt
and profitability ratios is not normally as favorable as with higher rating categories, but these considerations are still
respectable. Any qualifying negative factors that exist are considered manageable, and the entity is normally of sufficient size
to have some influence in its industry.

(high) Short-term debt rated “R-2 (high)” is considered to be at the upper end of adequate credit quality. The ability to repay
obligations as they mature remains acceptable, although the overall strength and outlook for key liquidity, debt and
profitability ratios is not as strong as credits rated in the “R-1 (low)” category. Relative to the latter category, other
shortcomings often include areas such as stability, financial flexibility, and the relative size and market position of the entity
within its industry.

(middle) Short-term debt rated R-2 (middle) is considered to be of adequate credit quality. Relative to the R-2 (high) category,
entities rated R-2 (middle) typically have some combination of higher volatility, weaker debt or liquidity positions, lower
future cash flow capabilities, or are negatively impacted by a weaker industry. Ratings in this category would be more
vulnerable to adverse changes in financial and economic conditions.

(low) Short-term debt rated R-2 (low) is considered to be at the lower end of adequate credit quality, typically having some
combination of challenges that are not acceptable for an R-2 (middle) credit. However, R-2 (low) ratings still display a level of
credit strength that allows for a higher rating than the R-3 category, with this distinction often reflecting the issuer’s liquidity
profile.

JCR’s description of its short-term debt ratings:

J-1

J-2

J-3

NJ

D

The highest level of capacity of the obligor to honor its short-term financial commitment on the obligation. Within this rating
category, obligations for which the capacity is particularly high are indicated by the symbol “J-1+.”

The high level of capacity to honor the short-term financial commitment on the obligation, but slightly less than for category
llJ_l.!!

An adequate level of capacity of the obligor to honor the short-term financial commitment on the obligation, but susceptible to
adverse changes in circumstances.

The capacity of the obligor to honor the short-term financial commitment on the obligation is less than for the upper-ranking
categories.

In default.

Best’s description of its six highest short-term debt ratings (A rating can also be assigned an Under Reviewer modifier (“u”) that

generally is event-driven and indicates that the company’s rating opinion is under review and Best’s Rating may be subject to
near-term change. Ratings prefixed with an “i” denote indicative ratings.):

AMB-1+ Strongest. Assigned to issuers, where the issuer has, in Best’s opinion, the strongest ability to repay short-term debt

obligations.

AMB-1 Outstanding. Assigned to issuers, where the issuer has, in Best’s opinion, an outstanding ability to repay short-term debt

obligations.

AMB-2 Satisfactory. Assigned to issuers, where the issuer has, in Best’s opinion, a satisfactory ability to repay short-term debt

obligations.

AMB-3 Adequate. Assigned to issues, where the issuer has, in Best’s opinion, an adequate ability to repay short-term debt
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obligations; however, adverse economic conditions will likely lead to a reduced capacity to meet its financial commitments
on short-term debt obligations.

AMB-4 Speculative. Assigned to issues, where the issuer has, in Best’s opinion, speculative credit characteristics and is vulnerable to
economic or other external changes, which could have a marked impact on the company’s ability to meet its commitments on
short-term debt obligations.

d In Default. In default on payment of principal, interest, or other terms and conditions. The rating is also utilized when a
bankruptcy petition, or similar action, has been filed.

R&I’s description of its short-term debt ratings (The plus sign (+) may be added to ratings in the “a-1” rating to indicate an especially
high degree of certainty regarding the repayment of short-term financial obligations):

a-1 A superior degree of certainty regarding the repayment of short-term financial obligation.

a-2 A strong degree of certainty regarding the repayment of short-term financial obligation, but there are some vulnerable factors
compared to the rating of the upper grade.

a-3  An adequate degree of certainty regarding the repayment of short-term financial obligation, but there are factors that are
vulnerable to environmental changes.

b The degree of certainty regarding the repayment of short-term financial obligation is not equal to “a-rated” obligations, and
there are concerning factors over the repayment.

c The lowest rating. The repayment of short-term financial obligation is in default, or the possibility of default is extremely high.

SHORT-TERM LOAN/MUNICIPAL NOTE RATINGS

Moody’s description of its two highest short-term loan/municipal note ratings:

MIG1/VMIG 1 This designation denotes superior credit quality. Excellent protection is afforded by established cash flows, highly
reliable liquidity support, or demonstrated broad-based access to the market for refinancing.

MIG 2/VMIG 2 This designation denotes strong credit quality. Margins of protection are ample, although not as large as in the
preceding group.
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APPENDIX B

PROXY VOTING POLICIES AND PROCEDURES
OF BB&T ASSET MANAGEMENT, INC.

Authorization to Vote Proxies

Each client whose account is assigned to a BB&T Asset Management (“BB&T AM”) Investment Professional, when executing his or
her Advisory Contract with BB&T AM, may select whether he or she wishes to be responsible for voting his or her proxies or whether
he or she instead authorizes BB&T AM to vote proxies on behalf of the client. BB&T AM shall not cause to be voted the proxies of
any client who indicates that he or she wishes to be responsible for voting his or her proxies. With respect to any BB&T AM client
who has not executed an Advisory Contract with BB&T AM that includes a proxy voting selection provision, BB&T AM will cause
the proxies of such client to be voted, until such time as the client instructs BB&T AM to the contrary or unless the client has
otherwise arranged for their proxies to be delivered to them for voting.

BB&T AM may also cause to be voted the proxies for securities held by any BB&T Fund whose board of trustees has authorized
BB&T AM to do so.

Proxies Will Be Voted in Accordance with the Clients’ Best Interests

It is BB&T AM’s policy that all proxies for clients’ securities be voted strictly in accordance with the best interests of the clients’
accounts. The key element underlying any evaluation of the interests of a client in a proposal, election, or issue presented to a
shareholder vote is the effect, if any, the proposal, election, or issue could have on the current or future value of the investment.

In addition, whenever a BB&T Fund that is a feeder fund in a master-feeder arrangement (e.g., BB&T Equity Index Fund) is requested
to vote on a matter with respect to the master fund, such feeder fund will either seek instructions from its shareholders with regard to
the voting of proxies with respect to the master fund’s securities and vote such proxies only in accordance with such instructions, or
vote the shares held by it in the same proportion as votes the master fund receives from other feeder funds.

Proxy Committee

With respect to clients’ securities (including BB&T Funds’ securities) for which BB&T AM has responsibility for voting proxies, the
Proxy Committee of BB&T AM will monitor voting decisions, ensure proxies are submitted timely, and, as described below, make
determinations regarding actual or potential conflicts of interests. The Proxy Committee may elect to engage (or terminate) the
services of a third party provider to perform or assist with one or more of these functions. BB&T AM has engaged Institutional
Shareholder Services (“ISS”) to monitor corporate actions, make voting recommendations, ensure proxies are submitted timely, and
maintain the records as required.

To the extent that any investment officer (or other employee of BB&T AM) reviews a given 1SS recommendation and determines that
the best interests of the BB&T AM clients who hold the security would likely be better served by rejecting the ISS recommendation,
then they shall promptly notify the Proxy Committee, which shall then review the issue and determine, based on the principles set
forth below, whether to accept or reject the 1SS recommendation. If the Proxy Committee chooses to reject the ISS recommendation,
it shall instruct 1SS to vote the proxies accordingly and shall forward to the Director of Compliance originals or copies of all
documents that memorialize the basis for the decision and all documents created by the Proxy Committee or by any other area or
employee of BB&T AM that were material to making the decision.

Proxy Voting Determination Guidelines

As discussed above, BB&T AM has engaged ISS to make voting recommendations with respect to proxies for clients’ securities.
BB&T AM accordingly relies on 1SS’s voting policies and judgments, which BB&T AM has found to be sound and well regarded.
Nevertheless, as also discussed above, BB&T AM reserves the right to reject any given ISS recommendation. In determining whether
to reject an ISS recommendation, BB&T AM will be guided by the policy expressed above, and the following guidelines.

Generally, BB&T AM will support company managements which, in its opinion, have the intent and ability to maximize shareholder
wealth over the long term. Long term shareholder value need not be sacrificed in favor of short term gains. Proposals that diminish
the rights of shareholders or diminish management or board accountability to the shareholders will typically be opposed. However,
reasonable measures that provide the board or management with flexibility for negotiation during unsolicited takeover attempts might
be supported provided that such measures do not deter every potential acquisition. Likewise, compensation plans that appear
excessive relative to comparable companies’ compensation packages and/or appear unreasonable in light of the performance of the
issuer will typically be opposed. Matters involving social issues or corporate responsibility will be evaluated principally based on
their likely impact on the economic value of the issuer.

Conflicts of Interests
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In some circumstances, an issuer’s proxies may present an actual or potential conflict of interests between BB&T AM and a client
account holding securities of the issuer. As explained above, it is BB&T AM’s policy that all proxies for a client’s securities be voted
strictly in accordance with the best interests of the client’s account. Nevertheless, BB&T AM also employs additional safeguards in
situations potentially involving a material conflict of interests.

At least annually, the Proxy Committee will compile, maintain, and update a list of issuers with which BB&T AM or its affiliates has
such a relationship that proxies presented with respect to such issuers may give rise to a material conflict of interests. Examples may
include issuers for which BB&T AM manages a pension or employee benefits plan, issuers for which BB&T AM manages an account
for a senior officer or director, BB&T Corporation, or the BB&T Funds. To the extent that BB&T AM receives proxies from such
issuers for clients who have authorized BB&T AM to vote their proxies, the Proxy Committee will examine the proxy solicitations
and assess the potential conflict in order to determine what procedures to employ with respect to the proxy. Likewise, the Proxy
Committee will make such an examination and determination with respect to other proxy solicitations that may give rise to a material
conflict of interests, such as where BB&T AM or one or more of its senior managers or directors has a business or personal
relationship with a proponent of a proxy proposal, a participant in a proxy contest, a corporate director, or a candidate for a
directorship.

Depending on the circumstances, the Proxy Committee may:

(@) Determine that the ISS recommendation is in the best interest of the client and cause the proxies to be voted according to
the ordinary guidelines and procedures provided by ISS; or

(b) Determine that the ISS recommendation is not in the best interest of the client and override the recommendation and vote
the proxies accordingly; or

(c) Refer voting authority back to the client to vote the proxies.
Providing Information Regarding Proxy Voting Policies and Procedures

Upon opening any new client account, BB&T will provide the client with the Description of BB&T Asset Management’s Proxy
Voting Policies and Procedures (“Description”), which shall be a concise summary of the policies and procedures, shall indicate that a
copy of the full policies and procedures is available upon request, and shall include instructions for obtaining information regarding
how a client’s proxies were voted. The Proxy Committee or its delegate shall be responsible for providing a copy of the full policies
and procedures and of information regarding how a client’s proxies were voted to any client who so requests. The Proxy Committee
or its delegate shall also forward to the Director of Compliance the client’s written request for information regarding how the client’s
proxies were voted and a copy of BB&T AM’s written response to any such written or oral request.

Record-Keeping

The Director of Compliance shall maintain the following materials for five years in an easily accessible place (the first two years in
BB&T AM’s home office):

(a) BB&T AM’s proxy voting policies and procedures;
(b) List of issuers that represent a potential or actual conflict of interest
(c) Proxy statements received regarding client securities

(d) Records of votes cast by BB&T AM (including by any third party provider, such as ISS, that BB&T AM has engaged to
cast votes) on behalf of any client;

(e) Copies of all documents created by BB&T AM that were material to making a decision as to how to vote proxies on
behalf of a client or that memorialize the basis for such a decision;

(f) Copies of all written client requests for information on how BB&T AM voted proxies on behalf of the client, and copies
of all written responses by BB&T AM to any written or oral client request for information on how BB&T AM voted proxies
on behalf of the client;

(9) All other documents received from the Proxy Committee in fulfilling their responsibilities. .
BB&T AM may satisfy requirements (b) and (c), above, by relying on a third party, such as ISS, to make and retain the relevant
documents on BB&T AM’s behalf if BB&T AM first obtains an undertaking from the third party to provide a copy of the documents

promptly upon request. BB&T AM also may satisfy the requirements of (b), above, by relying on obtaining a copy of a proxy
statement from the SEC’s EDGAR system.
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