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This brochure provides information about the qualifications and business practices of PNC
Capital Advisors, LLC. If you have any questions about the contents of this brochure,
please contact us at (410) 237-5683. The information in this brochure has not been
approved or verified by the United States Securities and Exchange Commission (“SEC”)
or by any state securities authority. Investment adviser registration does not imply any
certain level of skill or training.
Additional information about PNC Capital Advisors, LLC is also available on the SEC’s
website at www.adviserinfo.sec.gov.

Item 2. Material Changes
This brochure dated March 15, 2017 (“Brochure”) reflects the following material changes
since the firm’s last annual updating amendment dated March 31, 2016:
•

Various provisions were added throughout the Brochure to reflect the addition of
the Short Term Income strategy, including in Items 4, 5, 7 and 8.

•

Item 10 was revised to describe the firm’s relationships with unaffiliated financial
institutions.

Subsequent to the firm’s annual update dated March 15, 2017, various provisions were
added throughout the Brochure to reflect the addition of the Multi-Factor strategies,
including in Items 4, 5, 7 and 8.

2

Item 3.
Table of Contents
Item 4. Advisory Business ......................................................................................... 5
Item 5. Fees & Compensation ................................................................................... 7
Item 6. Performance-Based Fees and Side-by-Side Management ...........................12
Item 7. Types of Clients ..........................................................................................12
Item 8. Methods of Analysis, Investment Strategies and Risk of Loss ....................14
Equity Investment Strategies ............................................................14
Taxable Fixed Income Investment Strategies ...................................18
Municipal Fixed Income Investment Strategies ................................24
Risk Management ...................................................................................................26
Risks Related to Investments in Equity Securities .............................26
Risks Related to Investments in Taxable Fixed Income Securities ....28
Risks Related to Investments in Municipal Securities .......................30
Item 9. Disciplinary History....................................................................................32
Item 10. Other Financial Industry Activities & Affiliations....................................32
Item 11. Code of Ethics, Participation or Interest in Client Transactions and
Personal Trading ....................................................................................................37
Item 12. Brokerage Practices ..................................................................................38
Item 13. Review of Accounts ...................................................................................41
Item 14. Client Referrals and Other Compensation ...............................................42

3

Item 15. Custody .....................................................................................................42
Item 16. Investment Discretion ...............................................................................43
Item 17. Voting Client Securities ............................................................................43
Item 18. Financial Information ...............................................................................44
Privacy Policy .........................................................................................................45

4

Item 4. Advisory Business
The Company
PNC Capital Advisors, LLC (“PNC Capital Advisors”) is a wholly-owned direct subsidiary
of PNC Bank, National Association (“PNC Bank”). PNC Bank is a wholly-owned
subsidiary of The PNC Financial Services Group, Inc. (“PNC”), a financial holding
company.
The firm was formed in September 2009 from the business combination of PNC Capital
Advisors, Inc. (“PCA”) and Allegiant Asset Management Company (“Allegiant”)
following the acquisition of National City Corporation, the parent of Allegiant, by PNC,
the parent of PCA. 1
Investment Services
PNC Capital Advisors provides discretionary investment advisory services to registered
investment companies, institutional accounts, and personal investment management
accounts. PNC Capital Advisors is organized around six highly focused investment style
teams. Each team functions with its own research, portfolio management and portfolio
construction processes unique to its specialized investment style.
The four equity teams include:
•
•
•
•

Large Cap Advantage Equity
Select Equity
Small Cap Structured Equity
International Equity

The two fixed income teams include:
• Taxable Fixed Income
• Municipal Fixed Income
Investment Strategies
PNC Capital Advisors offers the following strategies:
Equity Strategies
•
•
•
•

Large Cap Value Advantage
Large Cap Growth Advantage
Large Cap Core Advantage
Large Cap Core Advantage Socially Responsible

1 National City Corporation was acquired by PNC on December 31, 2008. As a result of the acquisition,
Allegiant became an indirect wholly-owned subsidiary of PNC. PCA was also an indirect, wholly-owned
subsidiary of PNC. On September 29, 2009, PNC Capital and Allegiant merged to form PNC Capital
Advisors, LLC. As a wholly-owned indirect subsidiary, PNC Capital Advisors employees have no ownership
interest in the firm, but they may receive common stock of PNC, the parent company, through incentive
compensation and pension plans.
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•
•

Large Cap Concentrated Advantage
Dividend Focus

•
•
•
•

Multi-Factor All Cap
Multi-Factor Large Cap Value
Multi-Factor Large Cap Growth

•
•

Small Cap
Small Cap Concentrated

•
•
•
•

Structured Small Cap Value
Structured Small Cap Core
Structured Small Cap Growth
Structured Small/Mid Cap Core

•
•

International Growth
International Growth ADR

•

S&P 500™ Indexed Equity

Taxable Fixed Income Strategies
•
•
•
•
•
•
•
•
•
•

Core and Core Plus
Intermediate Aggregate
Intermediate Government/Credit
Intermediate Government
Short Duration 1-3 Year Government/Credit
Ultra Short Duration
Short Term Income
Mortgage Backed
High Yield
Cash Management

PNC Capital Advisors also provides custom fixed income management capabilities, based
upon client specific investment policies, permissible investments, and other portfolio
management parameters. Examples include customization based on Liability Driven
Investment (“LDI”) analysis and Insurance Management.
Municipal Fixed Income Strategies
Total Return Strategies:
•
•

Intermediate Municipal
Short Intermediate Municipal
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•

Short Municipal

Quality Income Strategies:
•
•
•

Intermediate Municipal
Short Intermediate Municipal
Short Municipal

Enhanced Cash Municipal
(You can find more information about our investment strategies in Item 8 below).

Wrap Fee Programs
PNC Capital Advisors participates as a portfolio manager in one or more “wrap fee”
programs sponsored by other financial services firms. PNC Capital Advisors receives a
fee from the program sponsor in connection with advisory services provided to program
participants. PNC Capital Advisors also provides investment models for use in wrap
programs.
Non-Discretionary Advisory Services
While the primary business of PNC Capital Advisors is providing continuous, discretionary
advisory services, PNC Capital Advisors may also provide non-discretionary advisory
services to clients, including affiliates. In such cases PNC Capital Advisors provides
services which may include model portfolios, investment research and recommendations
regarding overall portfolio construction, and the purchase and sale of individual securities.
Administration of PNC Mutual Funds
PNC Capital Advisors serves as investment adviser and also administrator to the PNC
Funds and PNC Advantage Funds (collectively, the “PNC Funds” or, the “Funds”).
Assets Under Management
As of December 31, 2016, PNC Capital Advisors had approximately $ 48.7 billion in assets
under management, all of which is discretionary.

Item 5. Fees & Compensation
The fees that we charge for investment advisory services are specified in the agreements
between PNC Capital Advisors and each of its advisory clients. Generally, fees are based
on a standard fee schedule according to the investment discipline selected (a description of
the investment strategies available in separately managed accounts are set out in Item 8
below).
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Equity Strategies
Strategy

Breakpoints

Fee

Initial $5 million
Next $10 million
Next $35 Million
Balance

0.75%
0.60%
0.50%
0.45%

Initial $25 million
Next $25 million
Balance

0.50%
0.45%
0.40%

Initial $25 million
Next $25 million
Balance

0.90%
0.80%
0.70%

Structured Small/Mid Cap Core

Initial $25 million
Next $25 million
Balance

0.85%
0.75%
0.65%

Small Cap Concentrated

Initial $25 million
Next $25 million
Balance

1.10%
1.00%
0.90%

International Growth / International
Growth ADR

Initial $25 million
Next $25 million
Balance

0.75%
0.65%
0.55%

Large Cap Value Advantage
Large Cap Growth Advantage
Large Cap Core Advantage
Large Cap Core Advantage Socially
Responsible
Large Cap Concentrated Advantage
Dividend Focus
Multi-Factor All Cap
Multi-Factor Large Cap Value
Multi-Factor Large Cap Growth

Small Cap
Structured Small Cap Value
Structured Small Cap Growth
Structured Small Cap Core
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Equity Strategies (Continued)
Strategy
Balanced Allocation

S&P 500™ Indexed Equity

Breakpoints

Fee

Initial $10 million
Next $40 million
Balance

0.65%
0.60%
0.55%

All assets

0.10%

Taxable Fixed Income Strategies
Strategy

Breakpoints

Fee

Core Fixed Income

Initial $15 million
Next $35 million
Next $50 million
Next $100 million
Balance

0.35%
0.30%
0.25%
0.20%
0.15%

Core Plus Fixed Income

Initial $50 million
Next $50 million
Next $100 million
Balance

0.35%
0.25%
0.20%
0.15%

Intermediate Aggregate Fixed Income
and Intermediate Government/Credit
Fixed Income

Initial $15 million
Next $35 million
Next $50 million
Next $100 million
Balance

0.35%
0.30%
0.25%
0.20%
0.15%

Intermediate Government Fixed
Income

Initial $10 million
Balance

0.25%
0.20%

Short Duration 1-3 Year
Government/Credit Fixed Income

Initial $15 million
Next $35 million
Balance

0.25%
0.20%
0.15%
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Taxable Fixed Income Strategies (Continued)
Strategy

Ultra Short Duration Fixed Income

Mortgage Backed Fixed Income

High Yield Fixed Income

Short Term Income

Breakpoints

Fee

Initial $15 million

0.20%

Balance

0.15%

Initial $15 million
Next $35 million
Balance

0.35%
0.30%
0.25%

Initial $50 million
Next $50 million
Balance

0.50%
0.40%
0.35%

All assets

0.15%

Cash Management

Municipal Fixed Income Strategies
Total Return Strategies

Breakpoints

Fee

Intermediate Municipal

All Assets

0.25%

Short/Intermediate Municipal

All Assets

0.25%

Short Municipal

All Assets

0.25%

Breakpoints

Fee

Intermediate Municipal

All Assets

0.20%

Short Intermediate Municipal

All Assets

0.20%

Short Municipal

All Assets

0.20%

Municipal Enhanced Cash

All Assets

Quality Income Strategies
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0.15%

In addition to the investment styles listed above, PNC Capital Advisors provides custom
management services. Pricing is based upon the nature of such services as determined by
each client’s specific investment policies, permissible investments, and other portfolio
management parameters.
Account fees may be negotiable on a case-by-case basis based on various factors,
including, but not limited to, potential growth, account size, and services rendered.
As a result of mergers or acquisitions, PNC Capital Advisors also manages certain accounts
on pre-existing legacy fee schedules that are different from those described above. In
addition, PNC Capital Advisors provides investment management services for wrap
products that have fee schedules based on the individual characteristics of the product
and/or the sponsor.
PCA may serve as sub-adviser to affiliates or third-parties. When PCA serves as a subadviser, the primary adviser pays PCA directly for PCA’s advisory services according to
rates negotiated between the primary adviser and PCA. Generally, fees paid to the primary
adviser by its clients are governed by an agreement between such clients and the primary
adviser.
Fees for separately managed accounts are generally payable quarterly in arrears and
computed based on the value of the assets under management at the end of each relevant
calendar quarter. Fees for partial periods are pro-rated.
Fee Payment Options
Clients of PNC Capital Advisors pay for our services by various methods, including:
• Direct debiting: If a client chooses this option, for each billing period, the client’s
custodian will be notified of the amount of the management fee due and payable to
PNC Capital Advisors based on our fee schedule and contract. The custodian will
deduct the fee from the account(s) or, if the client has more than one account, from
the account designated to pay our advisory fees. The custodian does not validate or
check our fee or its calculation on the assets on which the fee is based.
If clients choose this method, generally they must provide written authorization to
the custodian permitting our management fee to be paid directly from the
account(s). Clients should ensure that they are receiving a periodic statement
directly from their custodian that shows all transactions, positions and credits/debits
into or from their account(s), including the advisory fee paid by the client to us.
•

Client Invoicing: For each billing period, PNC Capital Advisors will send the client
an invoice for our services. The invoice will show the amount of the fee, the value
of the assets on which the fee was based, and the specific manner in which the fee
was calculated. Clients may pay us by check or wire transfer upon receipt of the
invoice.
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Other Fees or Expenses
Clients may incur expenses in addition to the fees paid to PNC Capital Advisors. For
example, clients may incur costs such as brokerage commissions, transaction fees,
custodial fees, transfer taxes, wire transfer fees, and other fees and taxes assessed to
brokerage accounts and securities transactions.
Mutual funds, exchange traded funds and other pooled investment vehicles charge internal
management fees and other fees, which are disclosed in a fund’s or other pooled vehicle’s
prospectus, offering documents and/or financial filings. Such fees are borne by all
investors in the funds or vehicles. We may invest client assets in mutual funds or other
pooled investment vehicles, including those managed by us (referred to as a “PNC CapitalAdvised Fund”) or our affiliates (referred to as an “Affiliated Fund”). When we invest
clients’ assets in funds or vehicles managed by us or our affiliates, we, or our affiliate, will
receive internal fund fees paid by the funds and vehicles, and we may also collect our
account-level advisory fees to the extent permitted by applicable law and if consistent with
the client’s contract.
As a service provider to the PNC Funds and PNC Advantage Funds, PNC Capital Advisors
receives administration and investment advisory fees which are set out in the prospectus
and fund documents and/or financial filings of those funds.
Termination of Advisory Services
Generally, a client may terminate an investment management agreement upon 30 days
written notice unless otherwise mutually agreed upon. If an agreement is terminated, fees
are prorated based on the date of termination.
Additional Compensation
Neither PNC Capital Advisors nor its employees accept compensation, including assetbased sales charges or service fees, for the sale of securities or other investment products.

Item 6. Performance-Based Fees and Side-by-Side Management
PNC Capital Advisors does not charge performance-based advisory fees.

Item 7. Types of Clients
PNC Capital Advisors provides investment management services to high net worth
individuals and institutional investors, including registered investment companies, private
investment funds, charitable institutions, foundations, municipalities, endowment funds,
corporations, public pension funds, corporate pension and profit-sharing plans and TaftHartley plans.
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Unless they have executed an investment advisory agreement with PNC Capital Advisors,
shareholders in Funds advised by PNC Capital Advisors will not be advisory clients of
PNC Capital Advisors (with respect to their investment in such Fund(s)), and PNC Capital
Advisors will not provide investment advice or recommendations with respect to the merits
and suitability of the particular investment and investment decision for these particular
investors. Investors in such Funds are encouraged to consult their own financial, tax and
legal advisors regarding any investment, purchase, or sale of an investment, in the Funds.
Account Minimums
PNC Capital Advisors may, on a case-by-case basis, negotiate minimum account sizes
based on various factors, including but not limited to potential growth, account size, and
services rendered. Minimum account sizes vary, depending primarily on the investment
style and other factors.
Domestic Equity. For separately managed accounts invested in its domestic equity
strategies, PNC Capital Advisors generally requires a minimum account size of $2 million
in assets. Exceptions include the Small Cap Equity strategy which generally requires a
minimum account size of $5 million and the Multi-Factor All Cap, Large Cap Value and
Large Cap Growth strategies which generally require a minimum account size of $25
million.
Equity Index. For separately managed accounts invested in its equity index strategies,
PNC Capital Advisors generally requires a minimum account size of $2 million in assets.
International Equity. For separately managed accounts invested in its international equity
strategies, PNC Capital Advisors generally requires a minimum account size of $2 million
for the International Growth ADR strategy, and $10 million for the International Growth
strategy.
Taxable Fixed Income. For separately managed accounts invested in its taxable fixed
income strategies, PNC Capital Advisors generally requires a minimum account size of
$10 million in assets. Short Term Income and Cash Management portfolios generally
require a minimum of $25 million in assets. Certain custom accounts may require a $50
million minimum.
Municipal Fixed Income. For separately managed accounts invested in its municipal fixed
income strategies, PNC Capital Advisors generally requires a minimum account size of $1
million in assets, except that the municipal enhanced cash management strategy generally
requires a minimum of $5 million in assets.
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Item 8. Methods of Analysis, Investment Strategies and Risk of Loss
Equity Investment Strategies
PNC Capital Advisors approaches equity investment management with a team orientation.
Each team functions with its own research, portfolio management and portfolio
construction processes unique to its specialized investment style.
The firm’s equity strategy offerings include:
Large Cap Advantage Strategies
The Large Cap Advantage strategies invest in common stocks of publicly traded U.S.
companies with a minimum stock market capitalization of $2 billion. The investment
process integrates both quantitative and fundamental analysis within a rigorous decisionmaking framework that encompasses multi-factor modeling, and portfolio construction.
Our multi-factor modeling focuses on earnings growth, earnings surprise, price
momentum, stability of earnings and valuation factors. Fundamental analysis is performed
to identify a potential reward-to-risk ratio for every security in the portfolio, with a focus
on identifying opportunities for earnings upside potential. We seek to construct portfolios
invested in equity securities that will participate in market advances, but also protect
against market declines. We offer six Advantage strategies based on this approach:
•

Large Cap Value Advantage Strategy gives more weight to value factors such as
price-to-earnings and price-to-book ratios in its analysis of investment
opportunities.

•

Large Cap Growth Advantage Strategy gives more weight to growth factors
such as earnings growth and momentum in its analysis of investment opportunities.

•

Large Cap Core Advantage Strategy gives approximately equal weight to
stability of earnings, growth and value factors in its analysis of investment
opportunities.

•

Large Cap Core Advantage Socially Responsible Strategy begins with the Large
Cap Core Advantage portfolio. All holdings are screened to ensure compliance
with stated socially responsible guidelines. The screened model portfolio is then
reviewed for any sector weight differentials against the Core portfolio. If a Core
portfolio security does not meet the socially responsible guidelines, substitute
securities are identified through a security ranking process to keep the sector
weights in line with the Core model portfolio.

•

Large Cap Concentrated Advantage Strategy invests in the 30 highest ranked
stocks according to the multi-factor model which are held in the Advantage Value,
Core or Growth portfolios. The equally weighted portfolio is constructed without
sector level constraints.
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•

Dividend Focus Strategy gives approximately equal weight to earnings stability,
growth and valuation factors to construct a portfolio of equity securities which
provide a relatively attractive dividend yield with the potential for aggregate
dividend income growth.

Multi-Factor All and Large Cap Strategies
The Multi-Factor All Cap, Large Cap Value and Large Cap Growth strategies employ a
systematic multi-factor model to identify companies that are believed to have the potential
to produce earnings in excess of market expectations. A variety of quantitative measures,
referred to as “factors” drive the decision making process with fundamental analysis being
focused on corporate events and other anomalies that are not captured by the multi-factor
model. This is a material distinction from the Advantage strategies, which employ a
relatively equal balance between the multi-factor model and sector-based fundamental
analysis.
The multi-factor model incorporates quality factors, such as a company’s stability of
earnings; momentum factors, such as movements in both price and earnings and earnings
surprises; and value factors, such as price to earnings, price to book, and price to cash flow
ratios. Investment weighting in any one sector will change over time based on how the
multi-factor process assesses each sector’s relative attractiveness. The strategies do not
apply any sector-based limits and the process may result in the strategies being invested
significantly in one or more sectors.
The strategies will normally invest primarily in securities o U.S. companies. The securities
in which the strategies may invest include common stock, American Depositary Receipts,
preferred stock, warrants and rights. Strategies are expected to be rebalanced on a quarterly
basis and each portfolio may actively trade based on its respective multi-factor model in
an attempt to achieve its investment objective. Active trading will cause the strategies to
have an increased portfolio turnover rate, which may generate short-term gains which are
taxed at a higher rate than long-term gains for investors. Actively trading portfolio
securities increases the strategies’ trading costs and may have an adverse impact on
performance.
Strategy-specific distinctions include:
•

Multi-Factor All Cap Strategy gives approximately equal weight to stability of
earnings, growth and value factors in its analysis of investment opportunities. The
investment universe is the 3000 largest publicly traded companies in the U.S.
Liquidity criteria include maintaining an average 60-day trading volume of at least
$1 million daily and a share price in excess of $3.50. Additionally, all stocks must
maintain minimum of five earnings estimates.

•

Multi-Factor Large Cap Value Strategy gives more weight to value factors such
as price-to-earnings and price-to-book ratios in its analysis of investment
opportunities. The components of the Russell 1000® Value Index serves as the
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investment universe. The strategy employs the same liquidity and earnings
estimates minimums as the All Cap strategy.
•

Multi-Factor Large Cap Growth Strategy gives more weight to growth factors
such as earnings growth and momentum in its analysis of investment opportunities.
The components of the Russell 1000® Growth Index serves as the investment
universe. The strategy employs the same liquidity and earnings estimates
minimums as the All Cap strategy.

Select Equity Team Strategies
The Small Cap Equity Strategy generally invests in equity securities with stock market
capitalizations between $100 million and $3 billion. Market capitalization is measured
when a security is initially purchased in its respective strategy. The strategy invests in a
diversified portfolio of common stocks of publicly traded U.S. companies. Our investment
process is primarily a bottom-up approach to equity selection, focused on an analysis of a
company’s cash flow return on investment. We believe that wealth is created through the
long-term ownership of profitable, growing businesses. We seek to identify companies
trading at a discount to their current cash flow value and apply a discount rate using
economic variables such as taxes, inflation, risk, real return, and regulations and make
adjustments for size, leverage, and volatility. The outcome of this process is an overall
value for the business, very much a “private market valuation” approach. In addition, we
look for companies that are part of a strong or growing industry, whose management
understands how to create value for shareholders and deploy capital, that generally have
low debt, and that are market leaders with respect to the product or service they provide.
The Select Equity Team also offers a Small Cap Concentrated Equity Strategy. The
objective of this strategy is to provide a concentrated portfolio consisting of the top twenty
small cap holdings, determined by allocation size, from the Small Cap Equity Strategy.
Portfolios invested in the Small Cap Concentrated Equity strategy will be rebalanced on a
monthly basis in accordance with the relevant position weightings of the Small Cap Equity
portfolio’s top twenty holdings as of the immediately preceding month end.
Structured Strategies
Systematic stock evaluation, portfolio optimization, fundamental oversight and continual
evaluation drive the structured equity process. We believe quantitative methods can be
developed to capture fundamental insights and capitalize on systematic market
inefficiencies. Therefore, stock selection needs to be based upon sound scientific evidence,
and the key drivers of future stock performance which are company valuation,
fundamentals and investor interest. Technology enables us to identify attractive stocks in a
systematic, disciplined and timely manner.
•

Structured Small Cap Value Strategy invests in common stocks of U.S.
companies with stock market capitalizations approximately equivalent to those that
fall in the lowest 15% of publicly-traded companies that are represented in the
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Russell 2000 Value Index that are believed to be conservatively valued relative to
the securities of comparable companies.
•

Structured Small Cap Growth Strategy invests in common stocks of U.S.
companies with stock market capitalizations approximately equivalent to those that
fall in the lowest 15% of publicly traded companies that are represented in the
Russell 2000 Growth Index and have prospects for accelerated earnings or revenue
growth.

•

Structured Small Cap Core Strategy invests in common stocks of U.S.
companies with stock market capitalizations approximately equivalent to those that
fall in the lowest 15% of publicly traded companies that are represented in the
Russell 2000 Index that possess both value and growth characteristics.

•

Structured Small/Mid Cap Core Strategy invests in common stocks of U.S.
small to mid-sized companies with stock market capitalizations approximately
equivalent to those represented in the Russell 2500 Index.

Index Equity Strategies
• S&P 500™ Indexed Equity Strategy seeks investment results that, before
expenses, approximate the aggregate price and dividend performance of the
securities included in the S&P 500™ Index by investing in securities comprising
the S&P 500™ Index.

International Growth Strategies
The International Growth Strategies take an active approach to asset management,
believing that there are persistent structural inefficiencies in the market for growth
international equity securities. The International Growth investment process is a function
of bottom-up security scoring within a top-down country allocation framework. The risk
managed investment process focuses on high quality growth-oriented stocks available at
attractive relative valuations. The fundamental research effort applied to each selected
stock draws on a wide variety of data sources, including macro-economic, industry and
company sources, as well as street research information gained from company visits and
company financial statements. The country allocation model provides data for the
underlying factors including valuation, economic growth, risk and momentum. This
process serves as a guideline for the country and regional weights of the portfolio.
Exchange Traded Funds ("ETFs") may be utilized to gain portfolio exposures to certain
geographic regions, sectors or industries where ADR exposures may not be available or
illiquid.
We offer two strategies based on this approach:
•

International Growth Equity Strategy invests directly in equity securities
of foreign issuers in developed and emerging markets with long-term
growth potential.
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•

International Growth ADR Strategy invests in American Depository
Receipts (ADR) (or other dollar-denominated securities/instruments) that
are economically tied to international markets. ADRs are receipts that are
typically issued by an American bank or trust company that evidence
ownership of underlying securities issued by a foreign corporation. The
securities underlying ADRs are usually quoted in currencies other than the
U.S. dollar. Changes in foreign currency exchange rates affect the value of
an ADR and, therefore, the value of portfolio assets invested using the
International Growth ADR Strategy.

Balanced Allocation Strategy
The Balanced Allocation strategy applies a blended investment style and invests in a
diversified portfolio of common stocks, fixed income securities, and cash equivalents with
varying asset allocations depending on our assessment of market conditions. This strategy
may also invest in mutual funds and exchange traded funds (“ETFs”). Generally, we will
invest 45% to 75% in equity securities, such as common stocks and convertible securities,
25% to 55% in fixed income securities, such as corporate bonds, U.S. government and
agency securities, mortgage-backed securities and asset-backed securities, and up to 30%
of its net assets in cash, cash equivalents, or other types of short-term money market
instruments. The Fund may invest in companies with stock market capitalizations of at
least $100 million. The dollar-weighted average maturity of the fixed income allocation is
normally expected to range from four to twelve years, but may vary in response to market
conditions.
The equity strategies described above may use derivatives as a substitute for taking a
position in an underlying asset, to increase returns, to manage risk or as a part of a hedging
strategy. Although we may invest in derivatives of any kind, we generally use futures
contracts and options on futures contracts for the purpose of managing exposure to the
securities markets, or to movements in interest rates or currency values.

Taxable Fixed Income Investment Strategies
PNC Capital Advisors approaches fixed income management with a team orientation.
Each of the firm’s taxable fixed income strategy offerings is led by a designated Lead
Portfolio Manager who is responsible for implementing the Taxable Fixed Income Team’s
consensus portfolio strategy with respect to duration positioning, sector weighting and
other portfolio structure parameters. Additionally, the Lead Portfolio Manager is
responsible for the day-to-day management of the strategy, which includes specific
security selection and portfolio cash flow management.
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Role of Lead Portfolio Managers
• Evaluate Market Outlook
• Evaluate Portfolio Structure
• Evaluate Target Sector Weights
• Assess Target Duration
• Assess Maturity Structure
• Implement Security Selection
Working with the Taxable Fixed Income Team’s analysts and leadership, portfolio
managers are responsible for deriving consensus on relative weights for each fixed income
market sector, including US Treasury, Agency, Credit, Mortgages, ABS and CMBS
sectors. In this way, decisions to overweight and underweight specific sectors are
consistent across all fixed income strategies. A similar approach is used to establish the
targeted duration, expressed as a percentage of the relevant benchmark, so that portfolios
are similarly positioned with respect to the team’s outlook for the direction of interest rates
in general.
At the individual portfolio level, Lead Portfolio Managers have discretion to structure
portfolios under their leadership within a range around the Taxable Fixed Income Team’s
consensus duration. Additionally, Lead Portfolio Managers have the flexibility to construct
the portfolios’ maturity structure to achieve the Team’s consensus duration.
Role of the Analysts/Sector Specialists
• Sector Weighting Recommendations
• Sector Analysis
• Relative Value Trading Recommendations
• Security Selection Recommendations
Sector specialists monitor the issuers and issues across all portfolios and work directly with
the portfolio managers in offering relative value trading ideas. Typically, sector allocations
are reviewed at weekly strategy meetings, and the Team’s sector specialists provide an
update on market activity, new issue supply, rating agency actions and outlook for their
respective market sectors. Sector specialists continually update their recommended overand under-weighting of their respective sectors, and work closely with portfolio managers
to implement these recommendations through security selection and relative value trading.
Role of the Traders
• Security Selection Recommendations
• Trade Execution
The Taxable Fixed Income Team’s Traders are charged with responsibilities relative to
trade execution and trade sourcing. Specifically, the Traders work closely with portfolio
managers to identify specific security trades that serve to implement overall portfolio
strategy directives and portfolio structure adjustments. Additionally, Traders are
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responsible for initiating and completing the trade, as well as meeting the firm’s “Best
Execution” obligations.
Typically, members of the Taxable Fixed Income Team meet formally on a weekly basis.
Portfolio managers review performance, portfolio duration, yield curve positioning, sector
allocations and current market activity, along with sector and credit updates from the
Team’s analytical staff. Additionally, relevant economic data releases and FOMC
announcements are discussed.
However, activity within the portfolios may occur daily. As a result, informal discussion,
analysis and proposals for relative value trading recommendations occur on a daily basis.
Trade ideas and recommendations are made across all portfolios whether it is a new issue
in the market, a swap between securities or an addition/deletion to the portfolios.
With respect to communication within the Taxable Fixed Income Team regarding specific
credit recommendations and issues, securities under consideration are formally reviewed
and the analysis is presented during a weekly credit meeting. For structured products, new
transactions (either through the primary or “new issue” market or secondary purchases for
deals not currently held in the model portfolios) are formally reviewed and stress-tested.
Formal reports are prepared and presented to the full Taxable Fixed Income Team for
discussion.
Investment Philosophy
The Taxable Fixed Income Team believes that active sector rotation, combined with
disciplined risk management, results in consistent value added portfolio returns. The
Taxable Fixed Income Team’s investment philosophy is approached with an orientation
toward:
•
•
•

Team Based Management
Top Down Financial Market Analysis
Focus on Risk Adjusted Returns

Fundamental credit research is the foundation of the firm’s approach to fixed income
investment. The Taxable Fixed Income Team’s philosophy is to construct portfolios
designed to earn strong risk adjusted returns over a full market cycle, while maintaining a
prudent risk profile, as reflected in Tracking Error, Standard Deviation of Return, and other
portfolio risk measures. Investment returns are evaluated by benchmarking information
and Sharpe Ratios relative to stated benchmark and industry peers. The firm’s Fixed
Income philosophy has remained stable and consistent since its inception.
The PNC Capital Advisors, LLC approach to fixed income management is distinguished
by three key elements: (1) Style Purity, (2) Duration Limits, and (3) Risk Management.
Style Purity
The Taxable Fixed Income Team is very aware of benchmark characteristics across all
fixed income style offerings. This understanding of benchmark characteristics ensures
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portfolios under the Team’s management remain “style pure” with respect to maturity,
duration and quality, as well as other key portfolio structure characteristics.
Duration Limits
A key component of our portfolio construction and ongoing management process is our
active duration management discipline. The targeted duration of fixed income portfolios
under the firm’s management is limited to a range of +/- 20% relative to benchmark
duration. The Taxable Fixed Income Team believes this duration constraint is critical in
that excessive shifts in portfolio duration have the potential to add undesired volatility to
portfolio performance.
Risk Management
The Taxable Fixed Income Team maintains a dedicated quantitative and risk analytics
function. This team’s responsibility is to quantify and present to the portfolio management
staff a detailed risk assessment of securities and portfolio structures. As part of this
analysis, the Quantitative & Risk Analytics team models and monitors portfolio structure,
quantifying the duration, sector allocation and yield curve risk associated with the current
and proposed structures. Specific risks related to fixed income invested are discussed
below.
Investment Process
PNC Capital Advisors fixed income strategies combine comprehensive top-down financial
market analysis with a bottom-up approach to security selection. The Taxable Fixed
Income Team is focused on managing a portfolio’s sector exposure through fundamental
financial market and security research.
The Taxable Fixed Income Team’s investment process utilizes portfolio management
software which offers comprehensive analytics across an extensive fixed income securities
database. This software allows the Taxable Fixed Income Team to compute optionadjusted risk measures, which enables the Team to understand the risk/return profile of
individual securities and portfolios. This technology, coupled with the experience of
individual Taxable Fixed Income Team members, enables the Taxable Fixed Income Team
to concentrate its effort on investments which offer the greatest potential value.
There are four key steps in the investment process:
The first step, driven by the Taxable Fixed Income Team, is to formulate our market
outlook to derive yield curve positioning and duration targets.
The second step, driven by the Security Research Teams, is to determine sector weightings
based on relative value and sector and subsector outlook.
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The third step, constructed by the Portfolio Management Teams, is to conduct extensive
analysis on each security, including the following:
•
•
•
•

Fundamental Analysis
Structural Analysis
Relative Valuation
Risk/Reward Profile

The fourth step, constructed by the Portfolio Management Teams and monitored by the
Quantitative & Risk Analytics Team, is to construct the portfolio using the following
strategic framework:
• Determining sector and sub-sector weights based upon relative valuation
• Selecting securities in support of the portfolio risk/reward profile
• Determining duration limits and managing yield curve based on macro outlook
Strategies Offered
The fixed income strategy offerings include:
Core Fixed Income - The Core Fixed Income strategy seeks current income and
preservation of capital by investing in a portfolio of high- and medium-grade fixed income
securities of all types, including obligations of corporate and U.S. and foreign
governmental issuers and mortgage-backed and asset backed securities, with portfolio
duration and structure characteristics benchmarked to the Bloomberg Barclays Capital U.S.
Aggregate Bond Index. The dollar-weighted average maturity of the investments in this
strategy is normally expected to range from four to twelve years, but may vary in response
to market conditions.
Core Plus Fixed Income - The Core Plus Fixed Income strategy seeks current income and
appreciation of capital by investing primarily in a portfolio of investment grade fixed
income securities of all types, including obligations of corporate and U.S. and foreign
governmental issuers and mortgage-backed and asset backed securities. This strategy may
invest a significant percentage of the portfolio (currently no more than 20%) in high yield
debt securities (i.e., those with ratings below investment grade).
Intermediate Aggregate Fixed Income - The Intermediate Aggregate Fixed Income
strategy seeks to provide current income and preservation of capital by investing primarily
in a portfolio of high- and medium-grade fixed income securities of all types, including
obligations of corporate and U.S. and foreign governmental issuers and mortgage-backed
and asset backed securities., with portfolio duration and structure characteristics
benchmarked to the Bloomberg Barclays Intermediate Capital U.S. Aggregate Bond Index.
The dollar weighted average maturity of the investments in this strategy is normally
expected to range from three to ten years, but may vary in response to market conditions.
Intermediate Government/Credit Fixed Income - The Intermediate Government/ Credit
Fixed Income strategy seeks current income and preservation of capital by investing in a
portfolio of high- and medium-grade fixed income securities, with portfolio duration and
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structure characteristics benchmarked to the Bloomberg Barclays Intermediate U.S.
Government/Credit Bond Index.
Intermediate Government Fixed Income - The Intermediate Government Fixed Income
strategy seeks current income as well as preservation of capital by investing in a portfolio
of high-grade fixed income securities consisting of US Treasury, Agency and Mortgagebacked securities, with portfolio duration and structure characteristics benchmarked to the
Bloomberg Barclays Capital Intermediate U.S. Government Index.
Short Duration 1-3 Year Government/Credit Fixed Income - The Short Duration 1-3
Year Government/Credit Fixed Income strategy seeks current income and preservation of
capital by investing in a diversified portfolio of high and medium grade fixed income
securities, with portfolio duration and structure characteristics benchmarked to the BofA
Merrill Lynch 1-3 Year U.S. Corporate/Government Index. The dollar-weighted average
maturity of the investments in this strategy is normally expected to range from one to five
years, but may vary in response to market conditions.
Ultra Short Duration Fixed Income - The Ultra Short Duration Fixed Income strategy
seeks current income and preservation of capital by investing in a diversified portfolio of
high- and medium-grade fixed income securities, with portfolio duration characteristics
benchmarked to the BofA Merrill Lynch 1-Year Treasury Index. Portfolio dollar-weighted
average maturity is normally expected to be less than 18 months, but may vary in response
to market conditions.
Short Term Income - The Short Term Income strategy seeks current income while
preserving capital and liquidity by investing in a diversified portfolio of investment grade
fixed income securities, with portfolio duration characteristics benchmarked to the BofA
Merrill Lynch U.S. 3-6 Month Treasury Index. Portfolio dollar-weighted average
maturity is normally expected to be less than 1 year, but this may vary in response to
market conditions.
Mortgage Backed Fixed Income - The Mortgage Backed Securities Fixed Income
strategy seeks current income and preservation of capital by investing primarily in
mortgage backed securities, with portfolio duration and structure characteristics
benchmarked to the Bloomberg Barclays Capital Fixed Rate Mortgage Backed Securities
Index. Portfolios invest in a diversified portfolio of mortgage related securities. The dollarweighted average maturity of the investments in this strategy is normally expected to range
from three to ten years, but may vary in response to market conditions.
High Yield Fixed Income - The High Yield Fixed Income Strategy seeks current income
as well as capital appreciation by primarily investing in a portfolio of U.S. non-investment
grade fixed income securities benchmarked to the Bloomberg Barclays Capital U.S.
Corporate High Yield Index.
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Cash Management Capabilities
PNC Capital Advisors will work with institutional clients with cash management needs to
customize a separately managed portfolio based specifically on the client’s tax structure,
liquidity needs and cash flows, investment policy, business strategy and risk tolerance.
PNC Capital Advisors also provides custom fixed income management capabilities, based
upon each client’s specific investment policies, permissible investments, and other
portfolio management parameters. Examples include Liability Driven Investments (LDI)
and Insurance Management.

Municipal Fixed Income Investment Strategies
The Municipal fixed income strategies investment process integrates portfolio
management with fundamental credit research and quantitative risk analysis. The
establishment of a transparent agreement between the investment management team and
the client is the basis for managing the portfolio exposures. Fundamental credit research
utilizes both top-down and bottom-up processes. Top down focuses on national economic
analysis for regional and state specific recommendations, while bottom up analysis is
performed to generate credit opinions on over 100 focus list issuers. The result of these
analyses provides the portfolio managers with proprietary credit opinions to develop
relative value trading ideas across states, sectors, rating categories and obligors.
In the total return strategies, the quantitative research group generates interest rate profiles
for each security in addition to each portfolio every day. This active management strategy
involves examining each maturity on the curve, or the “key rate” duration measure. In this
manner, we do not express an interest rate view, but dynamically maintain equivalent
interest rate sensitivity across the maturity spectrum. The quantitative group also monitors
portfolio performance attribution to evaluate security and portfolio structure for their
contribution to investment return.
In the quality income strategies, portfolios are structured in a laddered style, with the same
underlying credit analysis as our total return strategies. In these strategies we ‘buy and
hold’ securities on behalf of portfolios that seek a predictable income stream with low price
volatility. Typically, in these strategies, cash flows are invested to align the portfolio more
closely with its target mandate. In order to control interest rate risk in the portfolio, the
investment manager will ordinarily maintain an equal weighting, by market value, across
all calendar years.
Portfolios are constructed to express our view on the municipal market. Based on
experience in the municipal market, the portfolio managers/traders synthesize the credit
and quantitative research with current market conditions to execute the most advantageous
transitions for investor portfolios with the goal that the client risk-adjusted returns exceed
those available from the benchmark.
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PNC Capital Advisors offers seven municipal strategies:
Total Return Intermediate Municipal Strategy - The Total Return Intermediate
Municipal Strategy seeks to maximize total return and current income exempt from federal
income tax consistent with the preservation of capital. To achieve this objective, the
actively managed strategy focuses on investing in intermediate-term municipal securities
with maturities ranging from 3 to 15 years.
Total Return Short Intermediate Municipal Strategy - The Total Return Short
Intermediate Municipal Strategy seeks to maximize total return and current income exempt
from federal income tax consistent with the preservation of capital. To achieve this
objective, the actively managed strategy focuses on investing in short-to-intermediate term
municipal securities with maturities ranging from 1 to 8 years.
Total Return Short Municipal Strategy - The Total Return Short Municipal Strategy
seeks to maximize total return and current income exempt from federal income tax
consistent with the preservation of capital. To achieve this objective, the actively managed
strategy focuses on investing in short-term municipal securities with maturities ranging
from 6 months to 4 years.
Quality Income Intermediate Municipal Strategy - The Quality Income Intermediate
Municipal Strategy seeks to provide a predictable annual income stream of tax-exempt
income with low price volatility, while maintaining a high-grade credit profile. To achieve
this objective, the passively managed strategy focuses on investing in intermediate-term
municipal securities with maturities not exceeding 20 full calendar years.
Quality Income Short Intermediate Municipal Strategy - The Quality Income Short
Intermediate Municipal Strategy seeks to provide a predictable annual income stream of
tax-exempt income with low price volatility, while maintaining a high-grade credit profile.
To achieve this objective, the passively managed strategy focuses on investing in short-tointermediate term municipal securities with maturities not exceeding 10 full calendar years.
Quality Income Short Municipal Strategy - The Quality Income Short Municipal
Strategy seeks to provide a predictable annual income stream of tax-exempt income with
low price volatility, while maintaining a high-grade credit profile. To achieve this
objective, the passively managed strategy focuses on investing in short-term municipal
securities with maturities not exceeding 5 full calendar years.
Enhanced Cash Municipal Strategy - The Enhanced Cash Municipal Strategy seeks to
maximize current income exempt from federal income tax consistent with the preservation
of capital. To achieve this objective, the actively managed strategy focuses on investing in
short-term municipal securities, with maturities ranging from 0 to 2 years.
State specific mandates may be available for r California, Kentucky, Maryland, New
Jersey, New York, Ohio Pennsylvania, and Virginia depending on the strategy. Our state
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specific mandates invest only in securities issued in states and jurisdictions that are exempt
from that chosen state’s state income tax.

Risk Management
Risk is an inevitable component of investments. At the same time, riskless investments do
not garner attractive returns over longer investment horizons so controlling risks is a
primary responsibility of any investment manager.
Risk management is a cornerstone of our investment process and is integrated throughout
the portfolio management process. Risk profiles are monitored routinely by our portfolio
management team, aided by quantitative portfolio metrics linked to the respective
benchmark.

Risks Related to Investments in Equity Securities
The primary risks in equity investment strategies are:
Active Trading Risk - To the extent that the Multi-Factor All and Large Cap
strategies buy and sell securities actively, they could have higher transaction costs
expenses and higher taxable distributions.
Allocation Risk - The strategy’s performance could be hurt if the adviser’s asset
allocation decisions prove to be incorrect.
Concentration Risk – A concentrated investment strategy may invest a large
portion of its net assets in a small number of issuers, in a particular industry or
geographic region, or may use a specific investment style. A relatively high
concentration of assets in or exposure to a single issuer, or a small number of
issuers, may reduce the diversification of an account managed in this strategy. The
returns and net asset value of a portfolio with such positions may be more greatly
impacted by increases or decreases in the value of a single security held in the
portfolio. Issuer concentration may also decrease the liquidity in an account if there
is a shortage of buyers willing to purchase those securities held in the account. An
investment strategy may concentrate on a style or sectors either to provide investors
with more certainty about how the portfolio will be invested, or because the
portfolio manager believes that specialization increases the potential for good
returns. If companies in the particular style or sector face difficult economic times
or if the investment approach used by the strategy is out of favor, the strategy may
not perform as well as it would if it had diversified its investments or style. If an
investment strategy’s objectives require concentration, it may continue to suffer
poor returns over a prolonged period of time.
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Derivatives Risk - Investments in derivatives involve risks different from the risks
associated with investing directly in the underlying assets. Derivatives can be
volatile, illiquid and difficult to value, and an imperfect correlation may exist
between changes in the value of a derivative and the other investments.
Emerging Market Risk - The risk of foreign investments typically are greater in
emerging and less developed markets.
Foreign Risk - Investing in foreign countries poses additional risks since political
and economic events unique to a country or region will affect those markets and
their issuers. For example, investments in securities of foreign issuers may involve
risks such as adverse fluctuations in currency exchange rates, political instability,
confiscations, taxes or restrictions on currency exchange, difficulty in selling
foreign investments, and reduced legal protection. These risks may be more
pronounced for investments in developing countries. Additionally, foreign
companies are generally not subject to uniform accounting, auditing, and financial
reporting standards comparable to those applicable to domestic U.S. companies.
Changes in foreign currency exchange rates affect the value of securities
economically tied to foreign markets, including ADRs. Generally, when the U.S.
dollar rises in value against a foreign currency, a security denominated in that
currency loses value because the currency is worth fewer U.S. dollars. Conversely,
when the U.S. dollar decreases in value against a foreign currency, a security
denominated in that currency gains value because the currency is worth more U.S.
dollars.
Foreign securities markets generally have less trading volume and less liquidity
than U.S. markets. Although ADRs are listed on major U.S. exchanges, there can
be no assurance that a market for such ADRs will be made or maintained or that
any such market will be or remain liquid. If that happens, PNC Capital Advisors
may have difficulty selling securities or selling them quickly and efficiently at the
prices at which they are then currently-valued.
Foreign Market Risk - Foreign securities, including the securities underlying
ADRs, trade on foreign exchanges at times when the U.S. markets are not open for
trading. Accordingly, the value of the ADRs representing those underlying
securities may change materially at times when the U.S. markets are not open for
trading.
Growth Investing Risk - The Fund is subject to the risk that growth stocks may
fall out of favor with investors and underperform other asset types.
Management/Investment Selection Risk - Judgments about the attractiveness,
value and potential appreciation of particular asset class or individual security may
prove to be incorrect and there is no guarantee that individual securities will
perform as anticipated.
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Investment models, such as quantitative and algorithmic models, may prove to be
unsuccessful and may not perform as expected for a variety of reasons. For
example, human judgment plays a role in building, utilizing, testing and modifying
the financial algorithms and formulas used in these models. In addition, the data,
which is typically supplied by third parties, can be imprecise or become stale due
to new events or changing circumstances. The success of models or factor-driven
processes that are predictive in nature is dependent largely upon the accuracy,
predictive value and reliability of the supplied data, including historical data.
Certain low probability events or factors that are assigned little weight may occur
or prove to be more likely or more relevant than expected, for short or extended
periods of time. Market performance can be affected by non-quantitative factors
(for example, investor fear or over-reaction or other emotional considerations) that
are not easily integrated into quantitative analysis. Investment models also involve
the risk that construction and implementation (including, for example, data
problems and/or software issues) may create errors or limitations that might go
undetected or are discovered only after the errors or limitations have adversely
impacted the strategies. Investment models may use simplifying assumptions that
can limit their effectiveness.
Market Risk – Equity investments are subject to the risk that the securities markets
may decrease in value, including the possibility that the markets may decrease
sharply and unpredictably.
Small Companies Risk - Small capitalization companies may be more vulnerable
to adverse business or economic events than larger, more established companies.
In particular, these small companies may have limited product lines and financial
resources.
Value Investing Risk - The Fund is subject to the risk that value stocks might fall
out of favor with investors and underperform other asset types.
PNC Capital Advisors’ Equity Investment Teams address these risks through their rigorous
fundamental analysis of the securities in which it invests, through portfolio diversification,
and by attempting to purchase investments at an attractive valuation, which is intended to
provide a measure of risk control in the form of downside protection.

Risks Relating to Investments in Taxable Fixed Income Securities
While risk is an inevitable component of investments, in particular, with regard to fixed
income investing, risk is asymmetric. Bond prices normally will not have the potential to
double or triple in price, as do stocks, but they can certainly fall in price dramatically. This
results in limited upside potential and significant downside risk. Therefore, an integral
component of the firm’s fixed income investment philosophy lies in risk management and
risk analysis.
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At the same time, riskless investments do not garner attractive returns over longer
investment horizons so controlling risks is a primary responsibility of any investment
manager. The primary risks in taxable fixed income investment strategies are:
Interest Rate Risk - Fixed income securities increase or decrease in value based
on changes in interest rates. If rates increase, the value of fixed income securities
generally declines. On the other hand, if rates fall, the value of the fixed income
securities generally increases.
Management Risk/Investment Selection Risk - Judgments about the
attractiveness, value and potential appreciation of particular sector or individual
security may prove to be incorrect and there is no guarantee that individual
securities will perform as anticipated.
Credit Risk - There is a possibility that the issuer of a security, or counterparty,
will not be able to make payments of interest and principal when due. The value of
an investment may decline if its issuer or the associated counterparty defaults or if
its credit quality deteriorates.
Government Securities Risk - Some strategies invest in securities issued or
guaranteed by the U.S. government or its agencies and instrumentalities (such as
securities issued by the Government National Mortgage Association (“GNMA”),
the Federal National Mortgage Association (“FNMA”), the Federal Home Loan
Mortgage Corporation (“Freddie Mac”) and Federal Home Loan Banks
(“FHLBs”)). Unlike GNMA securities, securities issued or guaranteed by U.S.
government related organizations such as FNMA, Freddie Mac and FHLBs are not
backed by the full faith and credit of the U.S. government and have no assurance
that the U.S. government would provide ongoing or future financial support.
Prepayment Risk - The individual mortgages underlying mortgage-backed
securities may be paid off earlier or later than anticipated, which makes it difficult
to determine their actual maturity and therefore calculate how they will respond to
changes in interest rates. Portfolios may have to reinvest prepaid amounts at lower
interest rates. Alternatively, mortgage-backed securities may not pay as quickly as
anticipated and therefore may have a longer maturity profile than originally
expected. This risk of principal prepayment is an additional risk of mortgagebacked securities.
High Yield Bond Risk - Debt securities that are rated below investment grade
involve a greater risk of default or price declines than investment grade securities.
The market for high-yield, lower rated securities may be thinner and less active,
causing market price volatility and limited liquidity in the secondary market. This
may limit the ability of a Fund to sell these securities at their fair market values
either to meet redemption requests, or in response to changes in the economy or
financial markets.
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Risks Relating to Investments in Municipal Securities
The primary risks in municipal fixed income investment strategies are:
Municipal Obligations Risk - An investment in municipal obligations is subject
to municipal securities risk. Changes in the local or national economy, and business
or political conditions relating to a particular municipal project, municipality, or
state in which the Fund invests may make it difficult for the municipality to make
interest and principal payments when due and thus could decrease the value of a
portfolio’s investments in municipal bonds. Municipal obligations also may be
more susceptible to downgrades or defaults during recessions or similar periods of
economic stress, which could have an adverse effect on the market prices of bonds
and thus the value of a portfolio’s investments.
Credit Risk – The risk that interest and/or principal on the securities will not be
paid on time and in full which may decline the value of the investment. Credit risk
encompasses the possibility that an issuer could be downgraded given changes in
local or national economies, business or political conditions. Additionally, the
repayment source either by a single tax source or revenue stream source may
challenge the ability of any one particular issuer to be able to repay its outstanding
debt.
Tax Risk - Municipal portfolios are subject to the risk that the issuer of the
securities will fail to comply with certain requirements of the Internal Revenue
Code, which would cause adverse tax consequences. Changes or proposed changes
in federal or state tax laws could cause the prices of tax-exempt securities to fall or
could affect the tax-exempt status of the securities in which the portfolios invest.
Single State Risk – When a portfolio focuses on investments in securities of issuers
located in a single state and the portfolio may be subject to the particular economic,
political and regulatory events relating to such securities to a greater extent than if
its assets were not so concentrated.
Prepayment/Extension Risk - Certain debt obligations, such as callable bonds,
may be prepaid. Additionally, the loans collateralizing certain mortgage- and assetbacked securities may be prepaid, affecting the value of the mortgage or assetbacked securities to which they relate. The level of interest rates and other factors
affect the frequency of such prepayments. In periods of rising interest rates,
prepayment rates tend to decrease, which lengthens the average life of callable
bonds or mortgage- and asset-backed securities. The market values of securities
with longer average lives (longer maturities) tend to be subject to greater interest
rate risk and their values are more volatile as a result. In periods of falling interest
rates, prepayment rates tend to increase, shortening the average life of a pool of
mortgage-backed securities. This leads to the risk that a portfolio may lose any
potential price appreciation above the bond’s call price and have to reinvest the
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proceeds from prepayments at lower interest rates because prepayments often occur
after interest rates have decreased or when interest rates are falling.
Management/Investment Selection Risk - Judgments about the attractiveness,
value and potential appreciation of particular asset class or individual security may
prove to be incorrect and there is no guarantee that individual securities will
perform as anticipated.
Measures to Control Management Risk and Interest Rate Risk
In our actively managed strategies, interest rate risk is monitored routinely by quantitative
portfolio metrics linked to the respective benchmarks. A matrix-based approach is used to
granularly measure credit exposure compared to the benchmark.
Portfolios in the Total Return Intermediate investment style are benchmarked against the
S&P Intermediate Municipal Bond Index, made up of bonds that mature from 3 to 15 years.
Portfolios in the Total Return Short-Intermediate investment style are benchmarked against
the S&P Short-Intermediate Municipal Bond Index, made up of bonds that mature from 1
to 8 years. Portfolios in the Total Return Short investment style are benchmarked against
the S&P Short Municipal Bond Index, made up of bonds that mature from 6 months to 4
years.
Each client portfolio in our actively managed strategies is constructed to match the key rate
duration exposure of its chosen benchmark. A fully-invested portfolio will be key rate
duration neutral across the full term structure dictated by the benchmark and will be
actively managed to maintain that exposure. The portfolio management team does not
express an interest rate or yield curve view in the portfolio, but strives to add incremental
performance through security selection and execution.
Quantitative analytics also allow for the team to account for the performance of their
decisions. Frequent analysis of trades and holdings monitors portfolio performance
attribution to evaluate security and portfolio structure for their contribution to investment
return.
Measures to Control Default, Credit and Liquidity Risk
As previously noted, all of the municipal strategies utilize fundamental credit research and
routine monitoring to diminish credit risk.
Additionally, each client portfolio is constructed with a minimum of 25% exposure to what
the investment team determines are core positions. Depending on the market climate, the
portfolio manager could add positions leading to 100% core exposure in the portfolio.
Market and credit conditions dictate the portfolio’s liquidity profile and exposure to core
bonds over a given time period.
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Other Risks Related to Fixed Income Investing
Liquidity risk – Certain debt securities may not be traded quickly enough in the
market to prevent a loss (or make the required profit).

Interest Rate Risk - The value of a debt security typically changes in the opposite
direction from a change in interest rates. When interest rates go up, the value of a
debt security typically goes down. When interest rates go down, the value of a debt
security typically goes up. Generally, the longer the maturity or duration of a debt
security (or a portfolio of such securities), the more the value of that security (or
portfolio of securities) will change as a result of changes in interest rates.
Market Risk - Debt security prices fluctuate with market conditions and prices
may fall over short or extended periods of time.

Item 9. Disciplinary History
Registered investment advisers are required to disclose all material facts regarding any
legal or disciplinary events that would be material to your evaluation of firm or the integrity
of the firm’s management in this item. PNC Capital Advisors has no legal or disciplinary
events to report.

Item 10. Other Financial Industry Activities & Affiliations
Broker-Dealer Registrations
PNC Capital Advisors is not registered nor does it have an application pending to register
as a broker-dealer. Certain of PNC Capital Advisors’ management persons and clientfacing personnel are registered representatives of PNC Funds Distributor, LLC, an
unaffiliated broker-dealer that has been retained as distributor of certain securities
products, including shares of the PNC International Growth Fund, L.P., and shares of the
PNC Funds and PNC Advantage Funds (collectively known as the “PNC Funds”).
Arrangements with Affiliates
PNC Capital Advisors is part of a financial services organization and is therefore affiliated
with other entities engaged in a variety of financial services businesses. In some cases,
PNC Capital Advisors may have certain directors/trustees, officers and supervised persons
in common with its affiliates. In some cases, the Firm has business arrangements with its
affiliates that are material to its advisory business or to its clients. In certain circumstances,
PNC Capital Advisors has a general incentive to operate in a manner that will benefit the
organization as a whole, even potentially, to the detriment of our clients; however, we have
adopted procedures that are designed to mitigate these conflicts.
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The following entities are affiliated with PNC Capital Advisors through its parent, The
PNC Financial Services Group:
PNC Investments, LLC
PNC Investments, LLC (“PNC Investments”), a wholly owned subsidiary of PNC Bank,
National Association (“PNC Bank”), is a registered broker-dealer and investment adviser
which provides full service brokerage and wrap fee programs to its clients. PNC Capital
Advisors does not execute client transactions through PNC Investments or participate as
an investment manager in PNC Investments-sponsored wrap fee programs. PNC
Investments representatives may sell shares of PNC Funds and may receive a fee,
compensation, or other benefit for such services. Additionally, certain PNC Funds are
available through one or more PNC Investments-sponsored wrap fee programs.
PNC Realty Investors, Inc.
PNC Realty Investors, Inc. (“PNC Realty”) an indirect, wholly owned subsidiary of The
PNC Financial Services Group, Inc. provides investment supervisory services to
institutional investors in connection with investments in commercial real estate throughout
the United States. PNC Capital Advisors and PNC Realty share certain management
personnel including the Chief Compliance Officer and Chief Investment Officer.
PNC Capital Markets, LLC
PNC Capital Markets, LLC (“PNC Capital Markets”), an indirect, wholly owned subsidiary
of The PNC Financial Services Group, Inc., offers loan syndication, public finance
underwriting and advisory services, securities underwriting and trading, private
placements, asset securitizations and merger and acquisition advisory services PNC Capital
Markets and PNC Capital Advisors may share certain sales personnel.
If permitted by a client’s investment objectives, and subject to compliance with applicable
law, regulations and exemptions, PNC Capital Advisors may purchase securities for client
accounts during an underwriting or other offering of such securities in which PNC Capital
Markets acts as a manager, co-manager, underwriter, placement agent, or in another similar
capacity. PNC Capital Markets may receive a benefit in the form of management,
underwriting or other fees. PNC Capital Markets may also act in other capacities in such
offerings and may receive a fee, compensation, or other benefit for such services.
BlackRock Inc.
BlackRock Inc. (“BlackRock”) offers investment management, risk management and
advisory services for institutional and retail clients worldwide, managing assets through a
variety of equity, fixed income, balanced, cash management, and alternative investment
products. As of December 31, 2016, The PNC Financial Services Group, Inc., together
with its subsidiaries, owned approximately 22.0% of the total capital stock of BlackRock,
Inc. (“BlackRock”) and approximately 21.3% of BlackRock’s voting common stock.
BlackRock is a global leader in investment management, risk management and advisory
services for institutional and retail clients. BlackRock helps clients around the world meet
their goals and overcome challenges with a range of products that include separate
accounts, mutual funds, iShares® (exchange-traded funds), and other pooled investment
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vehicles. BlackRock also offers risk management, advisory and enterprise investment
system services to a broad base of institutional investors through BlackRock Solutions®.
BlackRock’s subsidiaries which are registered broker-dealers or registered investment
advisers include: BlackRock Investments, LLC, BlackRock Execution Services,
BlackRock Advisors LLC, BlackRock Capital Management, Inc., BlackRock Financial
Management, Inc., BlackRock Fund Advisors, BlackRock International Limited,
BlackRock Investment Management LLC, BlackRock (Singapore) Limited, BlackRock
Asset Management North Asia Limited, BlackRock Asset Management Schweiz, AG,
BlackRock Realty Advisors, Inc. and FutureAdvisor which operates an Internet-based
investment advisory firm.
If permitted by a client’s investment objectives, and subject to compliance with applicable
law, regulations and exemptions, PNC Capital Advisors may purchase securities for client
accounts during an underwriting or other offering of such securities in which BlackRock
subsidiaries act as a manager, co-manager, underwriter, placement agent, or in another
similar capacity. BlackRock subsidiaries may receive a benefit in the form of management,
underwriting or other fees. BlackRock subsidiaries may also act in other capacities in such
offerings and the affiliate may receive a fee, compensation, or other benefit for such
services.
PNC Bank, National Association
PNC Bank, National Association, a member of the Federal Deposit Insurance Corporation,
is a full service bank engaged in traditional lending, cash and/or treasury management and
other services. PNC Capital Advisors is a wholly owned subsidiary of PNC Bank. In
addition to having certain directors/trustees, officers and supervised persons in common,
PNC Capital Advisors’ Chief Investment Officer reports directly to the Chief Investment
Officer for PNC Bank.
PNC Bank has retained PNC Capital Advisors to provide investment advisory services
pursuant to a sub-advisory agreement. PNC Capital Advisors has entered into a separate
agreement with PNC Bank to provide model portfolios, investment research and
investment recommendations.
PNC Capital Advisors’ clients may retain PNC Bank to serve as a custodian for client
assets.
In addition, PNC Capital Advisors’ clients may also retain PNC Bank to provide trust and
fiduciary services including, but not limited to: management of distributions, compliance,
fiduciary tax preparation, reporting and record keeping in accordance with the trust
documents and the needs of the beneficiaries and investment support services.
Solicitation Agreement
PNC Capital Advisors has entered into a separate agreement with PNC Bank to solicit
advisory business on its behalf. Solicitor’s Agreements are more specifically discussed in
Item 14 below.
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Investment Decisions
PNC Capital Advisors is committed to acting in the best interests of our clients, however,
in some situations there may be conflict of interest between the Firm’s interests and a
client’s interests or there may be conflicts in the interests of multiple clients. Many of these
conflicts of interest are inherent in operating an investment advisory business. For example,
PNC Capital Advisors may have an incentive to resolve a matter in favor of clients that are
affiliates of the Firm over clients that are not affiliates of the Firm. PNC Capital Advisors
has adopted policies and procedures that it believes are reasonably designed to help
mitigate these conflicts of interest.
Affiliates of PNC Capital Advisors may provide advice to their clients with respect to
investment strategies that are similar to or the same as strategies offered by PNC Capital
Advisors. These affiliates may purchase on behalf of their clients the same securities that
PNC Capital Advisors may purchase for our clients. As a result, the interests of PNC
Capital Advisors’ clients may conflict with the interests of the clients of these affiliates.
For example, if an affiliate implements a portfolio management decision for its client ahead
of, or contemporaneously with, a decision PNC Capital Advisors makes for its client(s),
the market impact of the decision made by the Firm’s affiliate could result in one or more
of PNC Capital Advisors’ clients receiving less favorable trading results than they
otherwise would. PNC Capital Advisors’ trade allocation and trade aggregation procedures
do not typically apply to portfolio management decisions and trading executed by affiliates
on behalf of such affiliates’ clients that are not clients of PNC Capital Advisors.
Furthermore, certain bank and other regulatory requirements, applicable to PNC Capital
Advisors, the firm’s parent company PNC Bank, National Association and certain of its
affiliates, as well as to BlackRock, may impact its investment process and parameters,
potentially including restrictions on investment in certain securities.
Mutual Funds
PNC Capital Advisors serves as the investment adviser and administrator to the PNC
Funds, which are open-end registered investment companies. Certain PNC Capital
Advisors’ directors/trustees, officers, and supervised persons also may be directors/trustees
or officers of the PNC Funds. PNC Capital Advisors or its affiliates receive fees in
connection with advisory, administrative and/or distribution services provided to the
Funds. The advisory services and the administrative services agreements between PNC
Capital Advisors and the Funds are subject to the supervision of the Board of Trustees of
the Funds. All of the members of the Board are independent of PNC Capital Advisors and
its affiliates.
PNC Capital Advisors may become aware of information with respect to a Fund that is not
available to other investors in the Fund. PNC Capital Advisors is not permitted to
communicate or act upon such information in a way that advantages its own clients, who
may be invested in the Fund, over other investors in the Fund. If such information is
material, non-public information, PNC Capital Advisors may be unable to make purchases
or sales for its Clients in securities of the Fund to which the material, non-public
information pertains.
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From time to time, if permitted by the relevant investment guidelines and applicable law,
PNC Capital Advisors may invest or recommend that Clients invest in shares or other
interests in the Funds. A conflict of interest may exist because PNC Capital Advisors
and/or its affiliates may receive additional economic benefits (e.g., management fees as
investment adviser to the Funds and/or fees as administrator to the Funds) when a client
account is invested in such Fund.
Mutual funds, exchange traded funds and other pooled investment vehicles charge internal
management fees and other fees, which are disclosed in a fund’s or other pooled vehicle’s
prospectus, offering documents and/or financial filings. Such fees are borne by all
investors in the funds or vehicles. We may invest client assets in mutual funds or other
pooled investment vehicles, including those managed by us or our affiliates. When we
invest clients’ assets in funds or vehicles managed by us or our affiliates, we, or our
affiliate, will receive internal fund fees paid by the funds and vehicles, and we may also
collect our account-level advisory fees to the extent permitted by applicable law and if
consistent with the client’s contract.
To the extent that PNC Capital Advisors invests assets of ERISA clients in an affiliated
Fund, PNC Capital Advisors may either waive its investment advisory fee with respect to
the employee benefit plan assets invested in any affiliated Fund for the entire period of
such investment, or charge an investment advisory fee based on total plan assets if a waiver
or credit representing the employee benefit plan’s pro rata share of investment advisory
fees paid by the Fund has been provided to the client.
Other Financial Industry Affiliations
PNC Capital Advisors, its parent PNC, and several of its affiliates may from time to time
enter into significant financial and business relationships with unaffiliated financial
institutions because these financial institutions purchase products and/or services from the
Firm and/or its affiliates. When a financial institution is a client, it could be perceived as
presenting a conflict of interest for the Firm. However, in reality, whether a financial
institution is a client is not a factor considered in determining whether or not to recommend
that financial institution’s advisory service and/or investment products to clients, or to
invest in securities issued, sponsored or underwritten by that financial institution. Note that
PNC Capital Advisors provides its discretionary investment advisory services consistent
with applicable law, and the Firm follows procedures that are reasonably designed to treat
clients fairly.
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Item 11. Code of Ethics, Participation or Interest in Client
Transactions and Personal Trading
Code of Ethics & Personal Trading
PNC Capital Advisors has adopted a Code of Ethics which consists of certain general
principles, including: (i) advisory personnel must place client interests before their own,
(ii) the personal securities transactions of PNC Capital Advisors personnel must avoid even
the appearance of a conflict with client interests and (iii) PNC Capital Advisors personnel
must avoid actions or activities that allow, or appear to allow, them to profit or benefit
from their position with respect to clients, or that would otherwise bring into question their
independence or judgment. In addition, the Code of Ethics includes provisions relating to
the reporting of personal securities holdings and trading activity. All supervised persons at
PNC Capital Advisors must acknowledge the terms of the Code of Ethics annually. A copy
of the Code of Ethics will be provided to any client or prospective client upon request.
PNC Capital Advisors employees are also subject to the PNC Employee Conduct Policies
which cover matters including compliance with law, conflicts of interest, insider trading,
outside activities, and safeguarding confidential information.
Participation in Client Transactions
While PNC Capital Advisors will generally not purchase securities from or sell securities
to its affiliates on behalf of client accounts, if PNC Capital Advisors were to purchase
securities from or sell securities to its affiliates, the affiliated broker-dealer would receive
compensation for such transactions, including commissions, if effected on an agency basis.
PNC Capital Advisors may participate in transactions where an affiliate is part of an
underwriting syndicate. Any purchases of affiliate-underwritten securities for investment
company clients are performed in accordance with Rule 10f-3 under the Investment
Company Act of 1940.
Generally, PNC Capital Advisors does not act as principal or broker with respect to
transactions effected on behalf of its clients. PNC Capital Advisors may, however, engage
in cross transactions for its clients’ accounts. In such transactions, PNC Capital Advisors
(not acting as a broker) trades securities between client accounts as permitted by the
Investment Advisers Act of 1940.
PNC Capital Advisors may, when appropriate, invest or recommend that clients invest in
shares of mutual funds for which PNC Capital Advisors or its affiliates provide advisory
or other services.
PNC Capital Advisors, its employees and its affiliates may buy or sell securities that PNC
Capital Advisors recommends to its clients. To avoid conflicts which may arise in that
context, PNC Capital Advisors has adopted policies and procedures regarding personal
securities trading for its employees. Advisory personnel are required to receive approval
before trading in certain securities. In order to prevent advisory persons from personally
benefiting from investment recommendations that are under consideration for, or which
have been made for PNC Capital Advisors’ clients, approval will not be granted to trade if
37

the security is currently under consideration or has been recently traded, subject to certain
exceptions as provided in PNC Capital Advisors’ policies and procedures regarding
personal securities trading. To enforce the preclearance requirement, employees are
required to hold securities accounts with certain approved broker-dealers that provide
electronic transmission of securities transactions and holdings, unless an exemption applies
or a waiver has been granted.

Item 12. Brokerage Practices
Broker Selection & Best Execution
In executing portfolio transactions and selecting brokers or dealers, PNC Capital Advisors
seeks the best overall terms available on behalf of a client’s account. In assessing the best
overall terms available for any transaction, PNC Capital Advisors considers the full range
and quality of a broker's services including execution capability, trading expertise,
accuracy of execution, commission rates, research, reputation and integrity, fairness in
resolving disputes, financial responsibility and responsiveness. The firm utilizes analytic
software to analyze transaction costs. The software enables the firm to assess a variety of
factors such as liquidity, bid ask spread, volatility, and market impact. Based on this data,
the firm can more effectively prioritize trading and appropriately select trading venues and
strategies that reduce transaction costs.
PNC Capital Advisors has established a committee to oversee and approve the selection of
brokers and dealers, the allocation of brokerage commissions and to monitor best
execution.
PNC Capital Advisors has also entered into a number of commission sharing arrangements
in an effort to unbundle research from execution. PNC Capital Advisors uses commission
management systems, allowing the firm to concentrate trading activity with alternative
trading services and other sell-side brokerage firms that have meaningful order flow. The
commission management system allocates a portion of the commission to pay for execution
services, and a portion is allocated to pay for research. Commissions allocated to research
are used to pay for research services provided by independent third parties as well as
research provided by non-core brokerage firms.
Research and Other Soft Dollar Benefits
PNC Capital Advisors may also consider the research services provided by the brokers
with whom trades are placed. These services assist the firm in the decision-making process,
and may include, but are not limited to, industry and company reports, economic forecasts,
strategy, and quotation services. Certain brokers through whom PNC Capital Advisors
executes trades may provide unsolicited proprietary research (research created or
developed by the broker) to us. The research could include a wide variety of reports, charts,
publications and proprietary data on such matters as economic strategy, credit analysis, or
market conditions and projections. It may also include attendance at conferences and
meetings with management representatives of issuers and with other analysts and
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specialists. Research obtained is used for the benefit of all of PNC Capital Advisors’
accounts.
Receipt of research from brokers who execute client trades involves conflicts of interest.
An adviser using client brokerage commissions to obtain research or other products or
services receives a benefit because it does not have to produce or pay for the research,
products or services itself. Consequently, the adviser may have an incentive to select or
recommend a broker based on its interest in receiving research or other products or
services, rather than on its clients’ interest in receiving most favorable execution.
Brokers providing research services, even on an unsolicited basis, may charge commissions
for executing portfolio transactions that are higher than the amount of commissions that
other brokers would charge for effecting the same transactions. PNC Capital Advisors will
execute portfolio transactions through these brokers only if it has determined that such
brokers provide best execution.
Directed Brokerage, Aggregated Trades & Trade Rotation
In some circumstances, clients may instruct us to direct all trades, or a predetermined
percentage of trades, in their advisory accounts to particular broker-dealers. PNC Capital
Advisors reserves the right to not accept accounts requiring such direct brokerage
arrangements. In the event that we do accommodate a request to direct brokerage for a
percentage of trades in a client’s advisory account, our standard operating procedure is to
place the requested percentage of directed trades with an executing broker on our approved
broker list with instructions to complete such trades through the client-directed broker.
When a client has given us full investment discretion, PNC Capital Advisors generally has
authority to select brokers for the client’s accounts. Trades in discretionary accounts are
aggregated together to the extent practical. Conversely, for directed brokerage accounts,
because PNC Capital Advisors does not have authority to freely direct trades, we may not
be able to aggregate orders, or may only be able to aggregate a portion of a particular order,
for such accounts. In some circumstances, the non-aggregated portion of a trade for a
directed brokerage account may take place after other accounts that do not require a trade
to be directed to a particular broker. As a result, in some cases directed brokerage clients
may pay higher brokerage commissions to (or may otherwise receive less favorable
execution from) their selected broker-dealer than clients with non-directed accounts.
All blocked or grouped trades are allocated to the participating accounts at average cost.
When a trade is partially filled, the shares are allocated on a pro-rata basis to the appropriate
client accounts. At times, a partial fill may potentially consist of a number of shares, or
result in a position, so small as to not make a meaningful impact for any client if the order
was distributed on pro rata basis. In such cases, PNC Capital Advisors may evaluate the
order to determine a fair and equitable alternate manner of allocation. For example, in the
case of a sale, an account with particular liquidity needs may take precedence over one
without such concerns.

39

Fixed income investment teams seek to purchase securities in quantities sufficient to fill
target allocations for each account of a particular investment style based on each account’s
needs. If the quantity needed is unavailable to fill target, the investment team may select
alternative fixed income securities that have the same or substantially similar risk and
return characteristics, such as rating, sector, credit quality and maturity, to fulfill the target
allocations.
PNC Capital Advisors has developed a trade rotation policy establishing rotation schedules
generally used to determine the order both for executing trades for discretionary accounts
and directed brokerage accounts, and for communicating investment model changes. Trade
rotations utilized by PNC Capital Advisors are designed for use with clients within
particular investment strategies and may incorporate either a predetermined or a randomlygenerated rotation schedule. Use of a trade rotation may result in trade orders for some
clients (or categories of clients) being placed after completion of orders for other clients
(or categories of clients) so as to avoid conflicts in the trading marketplace. Depending on
its relative place in the rotation for any given transaction, and other factors including price
movements and variations in trade execution, the performance of each client’s account may
differ from, and be better or worse than, the performance of other accounts following the
same investment strategy.
To the extent that PNC Capital Advisors may provide investment recommendations
(including in the form of model portfolios) to other managers (“Third Party Managers”),
who may utilize such recommendations in connection with their management of client
accounts, conflicts in the trading marketplace could potentially occur in circumstances
where PNC Capital Advisors does not have visibility to determine when a Third Party
Manager has concluded its trading based on a given recommendation. For example, PNC
Capital Advisors may have already commenced trading before a Third Party Manager has
received or had the opportunity to evaluate or act on PNC Capital Advisors’
recommendations. Conversely, a Third Party Manager may initiate trading based on PNC
Capital Advisors’ recommendations before, or at the same time PNC Capital Advisors is
also trading for its own client accounts. In either case, trades ultimately placed by PNC
Capital Advisors or a Third Party Manager, respectively, may be subject to price
movements, particularly with respect to preceding or contemporaneous large orders or
orders in thinly traded securities, which may result in the other party’s clients receiving
prices that are less favorable than the prices that might otherwise have been obtained absent
the earlier or contemporaneous trading activity. A similar result could also occur when
directed brokerage accounts trade earlier or later in the rotation than either PNC Capital
Advisors’ discretionary accounts or than the accounts of Third Party Managers. Where
PNC Capital Advisors does not control execution of transactions for certain accounts, PNC
Capital Advisors cannot affect the market impact of such transactions to the same extent
that it may be able to for its discretionary client accounts.
PNC Capital Advisors may from time to time choose to alter, or choose not to engage in
the above described arrangements to varying degrees, without notice to clients, to the extent
permitted by applicable law and the applicable client agreement.
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Trade Errors
It is the policy of PNC Capital Advisors that trade errors be identified and resolved
promptly, and resolved in a manner consistent with PNC Capital Advisors’ fiduciary duty
to its clients. Consistent with this duty, the overriding goal in trade error resolution is to
seek to place the client in the same position that the client would have been in had the error
not occurred.
By way of example, PNC Capital Advisors considers Trade Errors to include: (i)
purchasing securities not legally permitted for an account or mutual fund, or not within an
account’s or mutual fund’s investment guidelines; (ii) purchasing or selling the wrong
securities for an account or mutual fund; (iii) purchasing or selling securities for the wrong
account or mutual fund; (iv) allocating the wrong number of securities to an account or
mutual fund; (v) failing to purchase or sell securities as intended for a particular account
or mutual fund; or, (vi) unreasonably delaying the investment of client assets. The
following types of errors shall not constitute a trade error: (i) a good faith error in judgment
in making an investment decision on behalf of a client (ii) an error that is caught and
corrected before execution; or, (iii) a ticket rewrite or similar mistake that incorrectly
describes a properly executed trade. These examples are not an exhaustive list of what
does, or does not, constitute a trade error.
There is no single method of calculating gains, losses or compensation due as a result of a
Trade Error. The determination of which method is most appropriate is highly dependent
on the facts and circumstances of an error. PNC Capital Advisors will determine the most
appropriate calculation methodology on a case-by-case basis in light of the specific facts
and circumstances of each Trade Error. Compensation due may include: (i) payment for
losses on positions; (ii) payment of interest for loss of use of funds; (iii) payment for
transaction costs incurred as a result of a Trade Error; or (iv) any other amount that PNC
Capital Advisors believes puts the client in the same position that the client would have
been had the Trade Error not occurred.
PNC Capital Advisors will notify clients of Trade Errors only if PNC Capital Advisors
concludes that the error warrants client notification unless the client has requested PNC
Capital Advisors to notify the client of all Trade Errors. In no circumstances will PNC
Capital Advisors use soft dollar credits to offset Trade Errors

Item 13. Review of Accounts
PNC Capital Advisors and its portfolio managers review their portfolios on an ongoing
basis. The process generally includes a review of specific securities held, the asset mix of
the portfolio, the availability of cash for investment, the performance of the portfolio, and
major market and economic developments and their effect on the portfolio. In addition,
certain portfolios follow a model portfolio technique. Portfolios are reviewed for
compliance with client imposed restrictions and investment guidelines as well as strategy
guidelines. Portfolio managers and their research teams meet at least weekly to discuss
market developments, economic outlooks, review individual securities and credit ratings,
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if applicable. PNC Capital Advisors’ Account Review Committee is responsible for
reviewing the performance of client portfolios, within six months of an account opening
and quarterly thereafter, to determine whether accounts are being managed consistently
within each investment strategy.

Item 14. Client Referrals and Other Compensation
PNC Capital Advisors may enter into written agreements with affiliated and third party
solicitors (referred to as “Solicitors”) to refer potential clients to PNC Capital Advisors as
permitted by applicable laws. A potential client referred to PNC Capital Advisors by a
Solicitor who becomes a client of PNC Capital Advisors will not pay higher investment
management fees as a result of the referral. 2
PNC Capital Advisors also has entered into a number of agreements where it agrees to
make additional cash payments out of its own resources to financial intermediaries that sell
or offer shares of investment companies advised by PNC Capital Advisors. Such payments
are in addition to any distribution (Rule 12b-1) and/or shareholder service fees paid by the
investment companies. These additional payments may be made to financial
intermediaries, including affiliates that provide shareholder servicing, sub-administration,
record-keeping and/or sub-transfer agency services, marketing support and/or access to
sales meetings for the investment companies. Cash compensation also may be paid to
financial intermediaries for inclusion of the PNC Funds and PNC Advantage Funds on a
sales list, including a preferred or select sales list or in other sales programs, to the extent
permitted by applicable laws and regulators. These payments are sometimes referred to as
"revenue sharing."

Item 15. Custody
PNC Capital Advisors does not provide custodial services to its clients. Client funds and
securities are held with banks or registered broker-dealers that are “qualified custodians”.
These may include PNC Bank and other affiliates of PNC Capital Advisors.
Clients should receive at least quarterly statements sent by the qualified custodians directly
to the clients and we urge you to carefully review those statements and compare the
custodial records to the reports that we may provide you. The information in our reports
may vary from custodial statements based on accounting procedures, reporting dates or
valuation methodologies of certain securities.

2

Certain solicitors who are employees of affiliates of PNC Capital Advisors may be considered covered
associates of PNC Capital Advisors for purposes of rule 206(4)-5, the “Pay-to-Play” rule.
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Item 16. Investment Discretion
PNC Capital Advisors usually receives discretionary authority from the client at the outset
of an advisory relationship. The Firm’s authority is set out in the investment advisory
agreement. In all cases, we observe investment limitations and restrictions that are set out
in the investment management agreement.

Item 17. Voting Client Securities
Proxy Voting
PNC Capital Advisors will vote proxies for client accounts if designated by written
agreement. The general principle of PNC Capital Advisors’ Proxy Voting Policy is to vote
securities prudently in the best long-term economic interest of its clients considering all
relevant factors and without undue influence from individuals or groups who may have an
economic interest in the outcome of a proxy vote.
PNC Capital Advisors has a proxy voting committee (the “Committee”) responsible for
voting proxies for which the firm has authority to vote. The Committee has engaged
Institutional Shareholder Services (ISS), an independent third party, to assist the
Committee in the voting, research and record-keeping associated with the firm’s proxy
voting responsibilities and has adopted general guidelines for voting proxies. Although
these Guidelines are to be followed as a general policy for routine matters, in all cases each
proxy will be considered based on the relevant facts and circumstances.
The Committee also monitors for material conflicts of interest that may arise when voting
a proxy between the interest of PNC Capital Advisors’ clients and the interests of PNC
Capital Advisors and its affiliates. If the Committee believes a material conflict of interest
exists, the Committee may vote in accordance with the Guidelines on routine matters, defer
to the recommendations of ISS on non-routine matters, or take other action to protect the
interests of the firm’s clients.
The PNC Target Date Funds may own shares in underlying PNC Funds and PNC
Advantage Funds. If an underlying PNC Funds or PNC Advantage Fund has a shareholder
meeting, the PNC Target Date Funds normally would vote their shares in the underlying
fund in the same proportion as the votes of the other shareholders of the underlying fund.
This is known as “echo voting” and is designed to avoid any potential for a conflict of
interest. This same process would be followed with respect to any PNC Funds and PNC
Advantage Funds owning shares in other PNC Funds and PNC Advantage Funds.
Written requests for copies of the complete Proxy Voting Policy and Procedures should be
directed to PNC Capital Advisors at 1900 East Ninth Street, 15th Floor, Cleveland, OH
44114, Attn: Compliance.
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Litigation, Class Actions and Bankruptcies
As an investment manager, we may be asked to decide whether to participate in litigation,
including by filing claims in class actions, or bankruptcy proceedings for assets held in a
client’s account. It is the client’s responsibility to monitor and analyze its portfolio and
consult with its own advisers about whether it may have claims that it should consider
pursuing. As a general matter, PNC Capital Advisors cannot, without client written
authorization, exercise any rights a client may have in participating in, commencing or
defending suits or legal proceedings such as class actions for assets held or previously held
in a client’s account, although we may do so for the PNC Funds and PNC Advantage Funds.
In the case of Separate Accounts, upon express written agreement of PNC Capital Advisors
and the client and receipt of a Power of Attorney, we may assist clients or their custodian
in assembling transaction information to file a litigation claim (such as a class action or
bankruptcy claim). Generally, a separate account’s custodian should receive all documents
for these matters and the separate account client should direct its custodian as to the manner
in which such matters should be handled.

Item 18. Financial Information
In certain circumstances, registered investment advisers are required in this Item to provide
you with financial information or disclosures about their financial condition. PNC Capital
Advisors has no financial commitment that impairs its ability to meet contractual and
fiduciary commitments to clients, and has never been the subject of a bankruptcy
proceeding.
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Privacy Policy
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