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STATEMENT OF ADDITIONAL INFORMATION

AQR Funds (“Trust”) is an open-end management investment company organized as a Delaware statutory
trust on September 4, 2008, and is currently composed of twelve series: AQR Global Equity Fund, AQR
International Equity Fund, AQR International Small Cap Fund, AQR Emerging Markets Fund, AQR Equity Plus
Fund, AQR Small Cap Core Fund, AQR Small Cap Growth Fund, AQR Diversified Arbitrage Fund, AQR
Momentum Fund, AQR Small Cap Momentum Fund, AQR International Momentum Fund and AQR Managed
Futures Strategy Fund (each a “Fund” and collectively, “Funds”) This SAI relates only to the AQR Global Equity
Fund, AQR International Equity Fund, AQR Diversified Arbitrage Fund, AQR Momentum Fund, AQR Small
Cap Momentum Fund, AQR International Momentum Fund and AQR Managed Futures Strategy Fund. The
AQR International Small Cap Fund, AQR Emerging Markets Fund, AQR Equity Plus Fund, AQR Small Cap
Core Fund and AQR Small Cap Growth Fund have not commenced operations as of the date of this SAIL

The AQR Global Equity Fund and the AQR International Equity Fund have acquired the assets and
liabilities of a corresponding privately offered fund managed by AQR Capital Management, LLC, the Funds’
investment adviser (“Adviser”), in a reorganization completed on the date each Fund commenced operations.
Each privately offered fund had an investment objective and investment policies that were, in all material
respects, the same as those of the corresponding Fund. However, the privately offered funds were not registered
as investment companies under the Investment Company Act of 1940, as amended (“1940 Act”), and were not
subject to certain investment limitations, diversification requirements, liquidity requirements and other
restrictions imposed by the 1940 Act and the Internal Revenue Code (“Code”).

The Trust and the Adviser have retained CNH Partners, LLC (“Sub-Adviser”), an affiliate of the Adviser, to
serve as an investment sub-adviser to AQR Diversified Arbitrage Fund.

Much of the information contained in this SAI expands on subjects discussed in each Fund’s respective
Prospectus. No investment in the shares of any of the Funds should be made without first reading the Prospectus.
All terms defined in the Prospectus have the same meaning in the SAI.

SECURITIES, INVESTMENT STRATEGIES AND RELATED RISKS

The following descriptions supplement the descriptions of the investment objectives, strategies and related
risks of each Fund as set forth in the Prospectus.

Subject to the investment policies and restrictions as described in the Prospectus and in this SAI, each Fund
may invest in any of the following securities or pursue any of the following investment strategies unless noted
otherwise.

Arbitrage Strategies (AQR Diversified Arbitrage Fund)

The AQR Diversified Arbitrage Fund may use a variety of arbitrage strategies in pursuing its investment
strategy. The underlying relationships among securities in which the Fund takes investment positions may
change in an adverse manner, in which case the Fund may realize losses. The expected gain on an individual
arbitrage investment is normally considerably smaller than the possible loss should the transaction be
unexpectedly terminated. The expected timing of each transaction is also extremely important since the length of
time that the Fund’s capital must be committed to any given transaction will affect the rate of return realized by
the Fund, and delays can substantially reduce such returns. Therefore, unanticipated delays in timing could cause
the Fund to lose money or not achieve the desired rate of return. Trading to seek short-term capital appreciation
can be expected to cause the Fund’s portfolio turnover rate to be substantially higher than that of the average
equity-oriented investment company and, as a result, may involve increased brokerage commission costs which
will be borne directly by the Fund and ultimately by its investors. Certain investments of the Fund may, under
certain circumstances, be subject to rapid and sizable losses.
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One type of arbitrage transaction that the Sub-Adviser anticipates employing involves purchasing the shares
of an announced acquisition target at a discount from the expected value of such shares upon completion of the
acquisition. The size of the discount, or spread, and whether the potential reward justifies the potential risk are
functions of numerous factors affecting the riskiness and timing of the acquisition. Such factors include the status
of the negotiations between the two companies (for example, spreads typically narrow as the parties advance
from an agreement in principle to a definitive agreement), the complexity of the transaction, the number of
regulatory approvals required, the likelihood of government intervention on antitrust or other grounds, the type of
consideration to be received and the possibility of competing offers for the target company.

Borrowing and Leverage (all Funds)

Each Fund may borrow money to the extent permitted under the 1940 Act, as such may be interpreted or
modified by regulatory authorities having jurisdiction, from time to time. This borrowing may be unsecured. The
1940 Act precludes a fund from borrowing if, as a result of such borrowing, the total amount of all money
borrowed by a fund exceeds 33 /3% of the value of its total assets (that is, total assets including borrowings, less
liabilities exclusive of borrowings) at the time of such borrowings. This means that the 1940 Act requires a fund
to maintain continuous asset coverage of 300% of the amount borrowed. If the 300% asset coverage should
decline as a result of market fluctuations or other reasons, a Fund may be required to sell some of its portfolio
holdings within three days to reduce the debt and restore the 300% asset coverage, even though it may be
disadvantageous from an investment standpoint to sell securities at that time, and could cause the Fund to be
unable to meet certain requirements for qualification as a regulated investment company under the Code.

Borrowing has a leveraging effect because it tends to exaggerate the effect on a Fund’s NAV per share of
any changes in the market value of its portfolio securities. Money borrowed will be subject to interest costs and
other fees, which may or may not be recovered by earnings on the securities purchased. A Fund also may be
required to maintain minimum average balances in connection with a borrowing or to pay a commitment or other
fee to maintain a line of credit. Either of these requirements would increase the cost of borrowing over the stated
interest rate. Unless the appreciation and income, if any, on assets acquired with borrowed funds exceed the costs
of borrowing, the use of leverage will diminish the investment performance of a fund compared with what it
would have been without leverage.

The SEC takes the position that other transactions that have a leveraging effect on the capital structure of a
fund or can be viewed as constituting a form of “senior security” of the fund for purposes of the 1940 Act. These
transactions may include selling securities short, buying and selling certain derivatives (such as futures
contracts), selling (or writing) put and call options, engaging in when-issued, delayed-delivery, or forward-
commitment transactions, and other trading practices that have a leveraging effect on the capital structure of a
fund or may be viewed as economically equivalent to borrowing. A borrowing transaction will not be considered
to constitute the issuance of a “senior security” by a Fund if the Fund (1) maintains an offsetting financial
position, (2) maintains liquid assets in a sufficient value to cover the Fund’s potential obligation under the
borrowing transaction not offset or covered as provided in (1) and (3), or (3) otherwise “covers” the transaction
in accordance with applicable SEC guidance (collectively, “covers” the transaction). The value of a Fund’s
holdings in such instruments are marked-to-market daily to ensure proper coverage. A Fund may have to buy or
sell a security at a disadvantageous time or price in order to cover such transaction. In addition, assets being
maintained to cover such transactions may not be available to satisfy redemptions or for other purposes or
obligations.

ReFlow Liquidity Program. Each Fund may participate in the ReFlow liquidity program, which is
designed to provide an alternative liquidity source for mutual funds experiencing net redemptions of their shares.
Pursuant to the program, ReFlow Fund, LLC (“ReFlow”) provides participating mutual funds with a source of
cash to meet net shareholder redemptions by standing ready each business day to purchase fund shares up to the
value of the net shares redeemed by other shareholders that are to settle the next business day. Following
purchases of fund shares, ReFlow then generally redeems those shares when the fund experiences net sales, at the
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end of a maximum holding period determined by ReFlow (currently 28 days) or at other times at ReFlow’s
discretion. While ReFlow holds fund shares, it will have the same rights and privileges with respect to those
shares as any other shareholder. For use of the ReFlow service, a fund pays a fee to ReFlow each time it
purchases fund shares, calculated by applying to the purchase amount a fee rate determined through an automated
daily auction among participating mutual funds. Such fee is allocated among a fund’s share classes based on
relative net assets. ReFlow’s purchases of fund shares through the liquidity program are made on an investment-
blind basis without regard to the fund’s objective, policies or anticipated performance. ReFlow will purchase
shares at net asset value and will not be subject to any sales charge, investment minimum or redemption fee
applicable to such shares. Investments in a fund by ReFlow in connection with the ReFlow liquidity program are
not subject to the round trip limitation described in the prospectus. In accordance with federal securities laws,
ReFlow is prohibited from acquiring more than 3% of the outstanding voting securities of a fund. The Adviser
believes that the program assists in stabilizing a Fund’s net assets to the benefit of the Fund and its shareholders.
To the extent a Fund’s net assets do not decline, the investment adviser may also benefit.

Cash Management/Temporary Investments (all Funds)

A Fund can hold uninvested cash or can invest it in cash equivalents such as money market instruments,
interests in short-term investment funds, repurchase agreements, or shares of money market or short-term bond
funds. Generally, these securities offer less potential for gains than other types of securities.

A Fund also may adopt temporary defensive positions by investing up to 100% of its assets in these
instruments, even if the investments are inconsistent with the Fund’s principal investment strategies, in
attempting to respond to adverse market, economic, political or other conditions. To the extent a Fund invests in
these temporary investments in this manner, the Fund may not achieve its investment objective.

Convertible Securities (AQR Diversified Arbitrage Fund)

A Fund, subject to its investment strategies and policies, may invest in preferred stocks or fixed-income
securities which are convertible into common stock. Convertible securities are securities that may be converted
either at a stated price or rate within a specified period of time into a specified number of shares of common
stock. Traditionally, convertible securities have paid dividends or interest greater than on the related common
stocks, but less than fixed income non-convertible securities. By investing in a convertible security, a Fund may
participate in any capital appreciation or depreciation of a company’s stock, but to a lesser degree than if it had
invested in that company’s common stock. Convertible securities rank senior to common stock in a corporation’s
capital structure and, therefore, entail less risk than the corporation’s common stock. The value of a convertible
security is a function of its “investment value” (its value as if it did not have a conversion privilege), and its
“conversion value” (the security’s worth if it were to be exchanged for the underlying security, at market value,
pursuant to its conversion privilege). A Fund may attempt to hedge certain of its investments in convertible debt
securities by selling short the issuer’s common stock.

Debt Obligations (AQR Diversified Arbitrage Fund)

A Fund, subject to its investment strategies and policies, may invest in corporate bonds and other evidences
of corporate indebtedness (“debt securities”), including debt securities issued by companies involved in publicly
announced mergers, takeovers and other corporate reorganizations, including reorganizations undertaken
pursuant to Chapter 11 of the U.S. Bankruptcy Code.

Although generally not as risky as the equity securities of the same issuer, debt securities may gain or lose
value due to changes in interest rates and other general economic conditions, industry fundamentals, market
sentiment and the issuer’s operating results, balance sheet and credit ratings. The market value of debt securities
issued by companies involved in pending corporate mergers and takeovers may be determined in large part by the
status of the transaction and its eventual outcome, especially if the debt securities are subject to
change-of-control provisions that entitle the holder to be paid par value or some other specified dollar amount
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upon completion of the merger or takeover. Accordingly, the principal risk associated with investing in these
debt securities is the possibility that the transaction may not be completed.

Callable Bonds (AQR Diversified Arbitrage Fund)

Some bonds give the issuer the option to call, or redeem, the bonds before their maturity date. If an issuer
“calls” its bond during a time of declining interest rates, a Fund might have to reinvest the proceeds in an
investment offering a lower yield. During periods of market illiquidity or rising interest rates, prices of a Fund’s
“callable” issues are subject to increased price fluctuation.

Foreign Government Debt Obligations (AQR Diversified Arbitrage Fund)

Investments in sovereign debt obligations involve special risks which are not present in corporate debt
obligations. The foreign issuer of the sovereign debt or the foreign governmental authorities that control the
repayment of the debt may be unable or unwilling to repay principal or interest when due, and the Fund may have
limited recourse in the event of a default. During periods of economic uncertainty, the market prices of sovereign
debt, and the NAV of the Fund, to the extent it invests in such securities, may be more volatile than prices of U.S.
debt issuers. In the past, certain foreign countries have encountered difficulties in servicing their debt obligations,
withheld payments of principal and interest and declared moratoria on the payment of principal and interest on
their sovereign debt.

A sovereign debtor’s willingness or ability to repay principal and pay interest in a timely manner may be
affected by, among other factors, its cash flow situation, the extent of its foreign currency reserves, the
availability of sufficient foreign exchange, the relative size of the debt service burden, the sovereign debtor’s
policy toward principal international lenders and local political constraints. Sovereign debtors may also be
dependent on expected disbursements from foreign governments, multilateral agencies and other entities to
reduce principal and interest arrearages on their debt. The commitment on the part of these governments,
agencies and others to make such disbursements may be conditioned on the implementation of economic reforms
and/or economic performance and the timely service of such debtor’s obligations. Failure to implement such
reforms, achieve such levels of economic performance or repay principal or interest when due may result in the
cancellation of such third parties’ commitments to lend funds to the governmental entity, which may further
impair such debtor’s ability or willingness to timely service its debts. Consequently, governmental entities may
default on their sovereign debt.

Holders of sovereign debt may be requested to participate in the rescheduling of such debt and to extend
further loans to governmental entities. In the event of a default by a governmental entity, there may be few or no
effective legal remedies for collecting on such debt.

Depositary Receipts (AQR Global Equity Fund, AQR International Equity Fund, AQR Diversified Arbitrage
Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund and AQR International Momentum Fund)

A Fund, subject to its investment strategies and policies, may purchase American Depositary Receipts
(“ADRs”), European Depositary Receipts (“EDRs”) and Global Depositary Receipts (“GDRs”). ADRs, EDRs
and GDRs are certificates evidencing ownership of shares of a foreign issuer and are alternatives to directly
purchasing the underlying foreign securities in their national markets and currencies. However, they continue to
be subject to many of the risks associated with investing directly in foreign securities. These risks include the
political and economic risks of the underlying issuer’s country, as well as in the case of depositary receipts traded
on non-U.S. markets, exchange risk. ADRs, EDRs and GDRs may be sponsored or unsponsored. The issuer of a
sponsored receipt typically bears certain expenses of maintaining the depositary receipt facility. Unsponsored
receipts are established without the participation of the issuer. Unsponsored receipts may involve higher
expenses, they may not pass-through voting or other shareholder rights, and they may be less liquid. Holders of
unsponsored receipts generally bear all the costs of the depositary receipt facility. The bank or trust company
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depositary of an unsponsored depositary receipt may be under no obligation to distribute shareholder
communications. AQR Emerging Markets Fund may treat certain ADRs as emerging market investments for
purposes of compliance with its investment strategy and policies.

Emerging Markets Investments. (AQR Global Equity Fund, AQR International Equity Fund, AQR
Diversified Arbitrage Fund, AQR Managed Futures Strategy Fund, AQR International Momentum Fund)

A Fund, subject to its investment strategies and policies, may invest in emerging markets investments,
which have exposure to the risks discussed above relating to foreign instruments more generally, as well as
certain additional risks. A high proportion of the shares of many issuers in emerging market countries may be
held by a limited number of persons and financial institutions, which may limit the number of shares available
for investment. The prices at which investments may be acquired may be affected by trading by persons with
material non-public information and by securities transactions by brokers in anticipation of transactions by a
Fund in particular securities. In addition, emerging market investments are susceptible to being influenced by
large investors trading significant blocks of securities.

Emerging market stock markets are undergoing a period of growth and change which may result in trading
volatility and difficulties in the settlement and recording of transactions, and in interpreting and applying the
relevant law and regulations. The securities industries in these countries is comparatively underdeveloped.
Stockbrokers and other intermediaries in the emerging markets may not perform as well as their counterparts in
the United States and other more developed securities markets.

Political and economic structures in many emerging market countries are undergoing significant evolution
and rapid development, and such countries may lack the social, political and economic stability characteristic of
the United States. Certain of such countries may have, in the past, failed to recognize private property rights and
have at times nationalized or expropriated the assets of private companies. As a result, the risks described above,
including the risks of nationalization or expropriation of assets, may be heightened. In addition, unanticipated
political or social developments may affect the values of investments in those countries and the availability of
additional investments in those countries. The laws of countries in emerging markets relating to limited liability
of corporate shareholders, fiduciary duties of officers and directors, and the bankruptcy of state enterprises are
generally less well developed than or different from such laws in the United States. It may be more difficult to
obtain or enforce a judgment in the courts of these countries than it is in the United States. Emerging securities
markets are substantially smaller, less liquid and more volatile than the major securities markets in the United
States. Although some governments in emerging markets have instituted economic reform policies, there can be
no assurances that such policies will continue or succeed.

Equity Securities (all Funds)

A Fund, subject to its investment strategies and policies, may purchase equity securities or be exposed to
equity securities through derivative instruments. Equity securities may include common and preferred stock,
convertible securities, private investments in public equities, depositary receipts and warrants. Common stock
represents an equity or ownership interest in a company. This interest often gives a Fund the right to vote on
measures affecting the company’s organization and operations. Equity securities have a history of long-term
growth in value, but their prices tend to fluctuate in the shorter term. Preferred stock generally does not exhibit as
great a potential for appreciation or depreciation as common stock, although it ranks above common stock in its
claim on income for dividend payments.

The market value of all securities, including equity securities, is based upon the market’s perception of
value and not necessarily the book value of an issuer or other objective measure of a company’s worth.



Exchange-Traded Funds (“ETFs”) (all Funds)

A Fund, subject to its investment strategies and policies, may purchase ETFs. ETFs are investment
companies whose shares are bought and sold on a securities exchange. An ETF holds a portfolio of securities
designed to track a particular market segment or index. A Fund could purchase an ETF to temporarily gain
exposure to a portion of the U.S. or foreign market while awaiting an opportunity to purchase securities directly.
The risks of owning an ETF generally reflect the risks of owning the underlying securities they are designed to
track, although lack of liquidity in an ETF could result in it being more volatile than the underlying portfolio of
securities and ETFs have management fees that increase their costs versus the costs of owning the underlying
securities directly. See also “Securities of Other Investment Companies” below.

Foreign Investments (AQR Global Equity Fund, AQR International Equity Fund, AQR Diversified Arbitrage
Fund, AQR Managed Futures Strategy Fund, AQR International Momentum Fund)

A Fund, subject to its investment strategies and policies, may invest in securities and other investments
(which may be denominated in U.S. dollars or non-U.S. currencies) issued or guaranteed by foreign corporations,
certain supranational entities and foreign governments or their agencies or instrumentalities, and in securities
issued by U.S. corporations denominated in non-U.S. currencies. All such investments are referred to as “foreign
instruments.”

Investing in foreign instruments offers potential benefits not available from investing solely in securities of
domestic issuers, including the opportunity to invest in foreign issuers that appear to offer investment potential,
or in foreign countries with economic policies or business cycles different from those of the U.S., or to reduce
fluctuations in portfolio value by taking advantage of foreign stock markets that do not move in a manner parallel
to U.S. markets.

Investments in foreign instruments present additional risks and considerations not typically associated with
investments in domestic securities: reduction of income due to foreign taxes; fluctuation in value of foreign
portfolio investments due to changes in currency rates and control regulations (e.g., currency blockage);
transaction charges for currency exchange; lack of public information about foreign issuers; lack of uniform
accounting, auditing and financial reporting standards comparable to those applicable to domestic issuers; less
trading volume on foreign exchanges than on U.S. exchanges; greater volatility and less liquidity on foreign
markets than in the United States; less regulation of foreign issuers, stock exchanges and brokers than in the
United States; greater difficulties in commencing lawsuits and obtaining judgments in foreign courts; higher
brokerage commission rates than in the United States; increased risks of delays in settlement of portfolio
transactions or loss of certificates for portfolio securities; requirement of payment for investments prior to
settlement possibilities in some countries of expropriation, confiscatory taxation, political, financial or social
instability or adverse diplomatic developments; and unfavorable differences between the United States economy
and foreign economies. In the past, U.S. Government policies have discouraged certain investments abroad by
U.S. investors, through taxation or other restrictions, and it is possible that such restrictions could be re-imposed.

Foreign Exchange Risk and Currency Transactions (AQR Global Equity Fund, AQR International Equity
Fund, AQR Diversified Arbitrage Fund, AQR Managed Futures Strategy Fund, AQR International
Momentum Fund)

The value of foreign assets as measured in U.S. dollars may be affected favorably or unfavorably by
changes in foreign currency rates and exchange control regulations. Currency exchange rates can also be affected
unpredictably by intervention by U.S. or foreign governments or central banks, or the failure to intervene, or by
currency controls or political developments in the U.S. or abroad. Foreign currency exchange transactions may
be conducted on a spot (i.e., cash) basis at the spot rate prevailing in the foreign currency exchange market or
through entering into derivative currency transactions. Currency futures contracts are exchange-traded and
change in value to reflect movements of a currency or a basket of currencies. Settlement must be made in a
designated currency.



Forward foreign currency exchange contracts are individually negotiated and privately traded so they are
dependent upon the creditworthiness of the counterparty. Such contracts may be used when a security
denominated in a foreign currency is purchased or sold, or when the receipt in a foreign currency of dividend or
interest payments on such a security is anticipated. A forward contract can then “lock in” the U.S. dollar price of
the security or the U.S. dollar equivalent of such dividend or interest payment, as the case may be. Additionally,
when the Adviser or Sub-Adviser, as appropriate, believes that the currency of a particular foreign country may
suffer a substantial decline against the U.S. dollar, it may enter into a forward contract to sell, for a fixed amount
of dollars, the amount of foreign currency approximating the value of some or all of the securities held that are
denominated in such foreign currency. The precise matching of the forward contract amounts and the value of the
securities involved will not generally be possible. In addition, it may not be possible to hedge against long-term
currency changes. Cross-hedging may be used by using forward contracts in one currency (or basket of
currencies) to hedge against fluctuations in the value of securities denominated in a different currency. Use of a
different foreign currency magnifies exposure to foreign currency exchange rate fluctuations. Forward contracts
may also be used to shift exposure to foreign currency exchange rate changes from one currency to another.
Short-term hedging provides a means of fixing the dollar value of only a portion of portfolio assets.

Currency transactions are subject to the risk of a number of complex political and economic factors
applicable to the countries issuing the underlying currencies. Furthermore, unlike trading in most other types of
instruments, there is no systematic reporting of last sale information with respect to the foreign currencies
underlying the derivative currency transactions. As a result, available information may not be complete. In an
over-the-counter trading environment, there are no daily price fluctuation limits. There may be no liquid
secondary market to close out options purchased or written, or forward contracts entered into, until their exercise,
expiration or maturity. There is also the risk of default by, or the bankruptcy of, the financial institution serving
as a counterparty.

Currency swaps involve the exchange of rights to make or receive payments in specified currencies and are
individually negotiated. The entire principal value of a currency swap is subject to the risk that the other party to
the swap will default on its contractual delivery obligations. A Fund’s performance may be adversely affected as
the Adviser or Sub-Adviser may be incorrect in its forecasts of market value and currency exchange rates.

Forwards, Futures, Swaps and Options (all Funds)

As described below, a Fund may purchase and sell in the U.S. or abroad futures contracts, put and call
options, forward contracts, swaps and options on securities, futures, broadly-based stock indices and currencies.
In the future, a Fund may employ instruments and strategies that are not presently contemplated, but which may
be subsequently developed, to the extent such investment methods are consistent with such Fund’s investment
objectives, and are legally permissible. There can be no assurance that an instrument, if employed, will be
successful.

A Fund may buy and sell these investments for a number of purposes, including hedging, investment or
speculative purposes. For example, it may do so to try to manage its exposure to the possibility that the prices of
its portfolio securities may decline, or to establish a position in the securities market as a temporary substitute for
purchasing individual securities. Some of these strategies, such as selling futures, buying puts and writing
covered calls, may be used to hedge a Fund’s portfolio against price fluctuations. Other hedging strategies, such
as buying futures and call options, tend to increase a Fund’s exposure to the securities market.

Special Risk Factors Regarding Forwards, Futures, Swaps and Options (all Funds)

Transactions in derivative instruments (e.g., futures, options, forwards, and swaps) involve a risk of loss or
depreciation due to: unanticipated adverse changes in securities prices, interest rates, indices, the other financial
instruments’ prices or currency exchange rates; the inability to close out a position; default by the counterparty;
imperfect correlation between a position and the desired hedge; tax constraints on closing out positions; and
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portfolio management constraints on securities subject to such transactions. The loss on derivative instruments
(other than purchased options) may substantially exceed the amount invested in these instruments. In addition,
the entire premium paid for purchased options may be lost before they can be profitably exercised. Transaction
costs are incurred in opening and closing positions. Derivative instruments may increase or leverage exposure to
a particular market risk, thereby increasing price volatility of derivative instruments a Fund holds. A Fund’s
success in using derivative instruments to hedge portfolio assets depends on the degree of price correlation
between the derivative instruments and the hedged asset. Imperfect correlation may be caused by several factors,
including temporary price disparities among the trading markets for the derivative instrument, the assets
underlying the derivative instrument and a Fund’s assets.

OTC derivative instruments involve an increased risk that the issuer or counterparty will fail to perform its
contractual obligations. Some derivative instruments are not readily marketable or may become illiquid under
adverse market conditions. In addition, during periods of market volatility, a commodity exchange may suspend
or limit trading in an exchange-traded derivative instrument, which may make the contract temporarily illiquid
and difficult to price. Commodity exchanges may also establish daily limits on the amount that the price of a
futures contract or futures option can vary from the previous day’s settlement price. Once the daily limit is
reached, no trades may be made that day at a price beyond the limit. This may prevent the closing out of
positions to limit losses. Certain purchased OTC options, and assets used as cover for written OTC options, may
be considered illiquid. The ability to terminate OTC derivative instruments may depend on the cooperation of the
counterparties to such contracts. For thinly traded derivative instruments, the only source of price quotations may
be the selling dealer or counterparty. In addition, certain provisions of the Code limit the use of derivative
instruments. The use of derivatives are highly specialized activities that involve skills different from conducting
ordinary portfolio securities transactions. There can be no assurance that the Adviser’s or Sub-Adviser’s use of
derivative instruments will be advantageous to a Fund.

Regulatory Matters Regarding Forwards, Futures, Swaps and Options (all Funds)

The Trust has claimed an exclusion from the definition of the term “commodity pool operator” under the
Commodity Exchange Act (“CEA”) with respect to the Funds and, therefore, is not subject to registration or
regulation as a commodity pool operator under the CEA.

Transactions in futures and options by any of the Funds are subject to limitations established by futures and
option exchanges governing the maximum number of futures and options that may be written or held by a single
investor or group of investors acting in concert, regardless of whether the futures or options were written or
purchased on the same or different exchanges or are held in one or more accounts or through one or more
different exchanges or through one or more brokers. Thus the number of futures or options which a Fund may
write or hold may be affected by futures or options written or held by other entities, including other investment
companies advised by the Adviser or Sub-Adviser (or an adviser that is an affiliate of the Funds” Adviser and
Sub-Adviser). An exchange may order the liquidation of positions found to be in violation of those limits and
may impose certain other sanctions.

Forward Contracts (all Funds)

A forward contract is an obligation to purchase or sell a specific security, currency or other instrument for
an agreed price at a future date that is individually negotiated and privately traded by traders and their customers.

Futures Contracts (all Funds)

U.S. futures contracts are traded on organized exchanges regulated by the Commodity Futures Trading
Commission. Transactions on such exchanges are cleared through a clearing corporation, which guarantees the
performance of the parties to each contract.



There are several risks in connection with the use of futures by the Funds. One risk arises because of the
imperfect correlation between movements in the price of futures and movements in the price of the instruments
which are the subject of the hedge. The price of futures may move more than or less than the price of the
instruments being hedged. If the price of futures moves less than the price of the instruments which are the
subject of the hedge, the hedge will not be fully effective, but, if the price of the instruments being hedged has
moved in an unfavorable direction, a Fund would be in a better position than if it had not hedged at all. If the
price of the instruments being hedged has moved in a favorable direction, this advantage will be partially offset
by the loss on the futures. If the price of the futures moves more than the price of the hedged instruments, the
Fund involved will experience either a loss or gain on the futures which will not be completely offset by
movements in the price of the instruments which are the subject of the hedge.

To compensate for the imperfect correlation of movements in the price of instruments being hedged and
movements in the price of futures contracts, a Fund may buy or sell futures contracts in a greater dollar amount
than the dollar amount of instruments being hedged if the volatility over a particular time period of the prices of
such instruments has been greater than the volatility over such time period of the futures, or if otherwise deemed
to be appropriate by the Adviser or Sub-Adviser. Conversely, the Funds may buy or sell fewer futures contracts if
the volatility over a particular time period of the prices of the instruments being hedged is less than the volatility
over such time period of the futures contract being used, or if otherwise deemed to be appropriate by the Adviser
or Sub-Adviser. It is also possible that, when a Fund sells futures to hedge its portfolio against a decline in the
market, the market may advance and the value of the futures instruments held in the Fund may decline.

Where futures are purchased to hedge against a possible increase in the price of securities before a Fund is
able to invest its cash (or cash equivalents) in an orderly fashion, it is possible that the market may decline
instead; if the Fund then concludes not to invest its cash at that time because of concern as to possible further
market decline or for other reasons, the Fund will realize a loss on the futures contract that is not offset by a
reduction in the price of the securities that were to be purchased.

With respect to futures contracts that are not contractually required to “cash-settle,” a Fund must cover its
open positions by designating or segregating on its records cash or liquid assets equal to the contract’s full,
notional value. With respect to futures that are contractually required to “cash-settle,” however, a Fund is
permitted to designate cash or liquid assets in an amount equal to the Fund’s daily marked-to-market (net)
obligation, if any (i.e., the Fund’s daily net liability) rather than the notional value. By designating assets equal to
only its net obligation under cash-settled forwards or futures the Fund will have the ability to employ leverage to
a greater extent than if the Fund were required to segregate assets equal to the full notional value of such
contracts.

In addition to the possibility that there may be an imperfect correlation, or no correlation at all, between
movements in the price of futures and the price of the instruments being hedged, the price of futures may not
correlate perfectly with movement in the cash market due to certain market distortions. Rather than meeting
additional margin deposit requirements, investors may close futures contracts through offsetting transactions
which could distort the normal relationship between the cash and futures markets. Second, with respect to
financial futures contracts, the liquidity of the futures market depends on participants entering into offsetting
transactions rather than making or taking delivery. To the extent participants decide to make or take delivery,
liquidity in the futures market could be reduced, thus producing distortions. Third, from the point of view of
speculators, the deposit requirements in the futures market are less onerous than margin requirements in the
securities market. Therefore, increased participation by speculators in the futures market may also cause
temporary price distortions. Due to the possibility of price distortion in the futures market, and because of the
imperfect correlation between the movements in the cash market and movements in the price of futures, a correct
forecast of general market trends or interest rate movements by the Adviser or Sub-Adviser, as applicable, may
still not result in a successful hedging transaction over a short time frame.

Positions in futures may be closed out only on an exchange or board of trade which provides a secondary
market for such futures. Although the Funds intend to purchase or sell futures only on exchanges or boards of
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trade where there appear to be active secondary markets, there is no assurance that a liquid secondary market on
any exchange or board of trade will exist for any particular contract or at any particular time. When there is no
liquid market, it may not be possible to close a futures investment position, and in the event of adverse price
movements, the Funds would continue to be required to make daily cash payments of variation margin. In such
circumstances, an increase in the price of the securities, if any, may partially or completely offset losses on the
futures contract. However, as described above, there is no guarantee that the price of the securities will in fact
correlate with the price movements in the futures contract and thus provide an offset on a futures contract.

Further, it should be noted that the liquidity of a secondary market in a futures contract may be adversely
affected by “daily price fluctuation limits” established by commodities exchanges which limit the amount of
fluctuation in a futures contract price during a single trading day. Once the daily limit has been reached in the
contract, no trades may be entered into at a price beyond the limit, thus preventing the liquidation of open futures
positions. The trading of futures contracts is also subject to the risk of trading halts, suspensions, exchange or
clearing house equipment failures, government intervention, insolvency of a brokerage firm or clearing house or
other disruptions of normal activity, which could at times make it difficult or impossible to liquidate existing
positions or to recover equity.

Successful use of futures to hedge portfolio securities protects against adverse market movements but also
reduces potential gain. For example, if a particular Fund has hedged against the possibility of a decline in the
market adversely affecting securities held by it and securities prices increase instead, the Fund will lose part or
all of the benefit to the increased value of its securities which it has hedged because it will have offsetting losses
in its futures positions. In addition, in such situations, if the Fund has insufficient cash, it may have to sell
securities to meet daily variation margin requirements. Such sales of securities may be, but will not necessarily
be, at increased prices which reflect the rising market. The Funds may have to sell securities at a time when it
may be disadvantageous to do so.

Stock Index Futures (all Funds)

A Fund may invest in stock index futures. A stock index assigns relative values to the common stocks
included in the index and fluctuates with the changes in the market value of those stocks.

Stock index futures are contracts based on the future value of the basket of securities that comprise the
underlying stock index. The contracts obligate the seller to deliver and the purchaser to take cash to settle the
futures transaction or to enter into an obligation contract. No physical delivery of the securities underlying the
index is made on settling the futures obligation. No monetary amount is paid or received by a Fund on the
purchase or sale of a stock index future. At any time prior to the expiration of the future, a Fund may elect to
close out its position by taking an opposite position, at which time a final determination of variation margin (as
described below) is made and additional cash is required to be paid by or released to the Fund. Any gain or loss is
then realized by the Fund on the future for tax purposes. Although stock index futures by their terms call for
settlement by the delivery of cash, in most cases the settlement obligation is fulfilled without such delivery by
entering into an offsetting transaction. All futures transactions are effected through a clearing house associated
with the exchange on which the contracts are traded.

Futures Contracts on Securities (all Funds)

The Funds may purchase and sell futures contracts on securities. A futures contract sale creates an
obligation by a Fund, as seller, to deliver the specific type of financial instrument called for in the contract at a
specific future time for a specified price. A futures contract purchase creates an obligation by the Fund, as
purchaser, to take delivery of the specific type of financial instrument at a specific future time at a specific price.
The specific securities delivered or taken, respectively, at settlement date, would not be determined until or near
that date. The determination would be in accordance with the rules of the exchange on which the futures contract
sale or purchase was made.
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Although futures contracts on securities by their terms call for actual delivery or acceptance of securities, in
most cases the contracts are closed out before the settlement date without making or taking delivery of securities.
A Fund may close out a futures contract sale by entering into a futures contract purchase for the same aggregate
amount of the specific type of financial instrument and the same delivery date. If the price of the sale exceeds the
price of the offsetting purchase, the Fund is immediately paid the difference and thus realizes a gain. If the
offsetting purchase price exceeds the sale price, the Fund pays the difference and realizes a loss. Similarly, a
Fund may close out of a futures contract purchase by entering into a futures contract sale. If the offsetting sale
price exceeds the purchase price, the Fund realizes a gain, and if the purchase price exceeds the offsetting sale
price, the Fund realizes a loss. Accounting for futures contracts will be in accordance with generally accepted
accounting principles.

Swap Agreements (all Funds)

A Fund may enter into interest rate, total return, equity and other swap agreements. Swap agreements can be
individually negotiated and structured to include exposure to a variety of different types of investments or market
factors. Depending on their structure, swap agreements may increase or decrease a Fund’s exposure to long- or
short-term interest rates (in the United States or abroad), foreign currency values, mortgage securities, corporate
borrowing rates, or other factors such as security prices or inflation rates. Swap agreements can take many
different forms and are known by a variety of names.

Swap agreements are two-party contracts entered into primarily by institutional investors for periods
ranging from a few weeks to more than one year. In a standard “swap” transaction, two parties agree to exchange
the returns (or differentials in rates of return) earned or realized on particular predetermined investments or
instruments. The gross returns to be exchanged or “swapped” between the parties are calculated with respect to a
“notional amount,” i.e., the return on or increase in value of a particular dollar amount invested at a particular
interest rate, in a particular foreign currency, or in a “basket” of securities representing a particular index. The
“notional amount” of the swap agreement is only a fictive basis on which to calculate the obligations that the
parties to a swap agreement have agreed to exchange.

Most swap agreements entered into by a Fund would calculate the obligations of the parties to the
agreements on a “net” basis. Consequently, a Fund’s obligations (or rights) under a swap agreement will
generally be equal only to the net amount to be paid or received under the agreement based on the relative values
of the positions held by each party to the agreement (the “net amount”). A Fund’s obligations under a swap
agreement will be accrued daily (offset against any amounts owing to the Fund) and any accrued but unpaid net
amounts owed to a swap counterparty will be covered by the maintenance of liquid assets in accordance with
SEC staff positions on the subject.

Forms of swap agreements also include cap, floor and collar agreements. In a typical cap or floor agreement,
one party agrees to make payments only under specified circumstances, usually in return for payment of a fee by
the other party. For example, the buyer of an interest rate cap obtains the right to receive payments to the extent
that a specified interest rate exceeds an agreed-upon level, while the seller of an interest rate floor is obligated to
make payments to the extent that a specified interest rate falls below an agreed-upon level. An interest rate collar
combines elements of buying a cap and selling a floor.

Swap agreements will tend to shift a Fund’s investment exposure from one type of investment to another.
For example, if a Fund agreed to pay fixed rates in exchange for floating rates while holding fixed-rate bonds, the
swap would tend to decrease the Fund’s exposure to long-term interest rates. Caps and floors have an effect
similar to buying or writing options. Depending on how they are used, swap agreements may increase or decrease
the overall volatility of a Fund’s investments and its share price and yield. The most significant factor in the
performance of swap agreements is the change in the specific interest rate, currency, or other factors that
determine the amounts of payments due to and from a Fund. If a swap agreement calls for payments by a Fund,
the Fund must be prepared to make such payments when due.
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A Fund’s use of swap agreements may not be successful in furthering its investment objective, as the
Adviser or Sub-Adviser, as appropriate, may not accurately predict whether certain types of investments are
likely to produce greater returns than other investments. Because they are two party contracts and because they
may have terms of greater than seven days, swap agreements may be considered to be illiquid. If such
instruments are determined to be illiquid, then a Fund will limit its investment in these instruments subject to its
limitation on investments in illiquid securities. Moreover, a Fund bears the risk of loss of the amount expected to
be received under a swap agreement in the event of the default or bankruptcy of a swap agreement counterparty.
Certain restrictions imposed on the Funds by the Code may limit each of the Funds’ ability to use swap
agreements. A Fund may be able to eliminate its exposure under a swap agreement either by assignment or other
disposition, or by entering into an offsetting swap agreement with the same party or a similarly creditworthy
party. The swaps market is a relatively new market and is largely unregulated. It is possible that developments in
the swaps market, including potential government regulation, could adversely affect a Fund’s ability to terminate
existing swap agreements or to realize amounts to be received under such agreements.

Credit Default Index Swaps (“CDX”’) (AQR Diversified Arbitrage Fund)

A CDX is a credit derivative used to hedge credit risk or to take a position on a basket of credit entities. A
CDX is a completely standardized credit security and is therefore highly liquid and typically trades at a very
small bid-offer spread. This means that it may be cheaper to hedge a portfolio of credit default swaps or bonds
with a CDX than it is to buy many credit default swaps to achieve a similar effect. A new series of CDX is issued
every six months. Prior to the announcement of each series, a group of investment banks is polled to determine
the credit entities that will form the constituents of the new issue. On the day of issue, a fixed coupon is decided
for the CDX based on the credit spread of the entities within the CDX. Once this has been determined, the CDX
constituents and the fixed coupon are published, and the CDX can be actively traded.

Equity Swaps (All Funds)

An equity swap is a two-party contract that generally obligates one party to pay the positive return and the
other party to pay the negative return on a specified reference security, basket of securities, security index or
index component (“asset”) during the period of the swap. The payments based on the reference asset may be
adjusted for transaction costs, interest payments, the amount of dividends paid on the referenced asset or other
economic factors.

Equity swap contracts may be structured in different ways. For example, when a Fund takes a long position,
the counterparty may agree to pay the Fund the amount, if any, by which the notional amount of the equity swap
would have increased in value had it been invested in a particular stock (or group of stocks), plus the dividends
that would have been received on the stock. In these cases, the Fund may agree to pay to the counterparty interest
on the notional amount of the equity swap plus the amount, if any, by which that notional amount would have
decreased in value had it been invested in such stock.

Therefore, in this case the return to the Fund on the equity swap should be the gain or loss on the notional
amount plus dividends on the stock less the interest paid by the Fund on the notional amount. In other cases,
when the Fund takes a short position, a counterparty may agree to pay the Fund the amount, if any, by which the
notional amount of the equity swap would have decreased in value had the Fund sold a particular stock (or group
of stocks) short, less the dividend expense that the Fund would have paid on the stock, as adjusted for interest
payments or other economic factors. In these situations, the Fund may be obligated to pay the amount, if any, by
which the notional amount of the swap would have increased in value had it been invested in such stock.

Equity swaps normally do not involve the delivery of securities or other underlying assets. Accordingly, the
risk of loss with respect to equity swaps is normally limited to the net amount of payments that a Fund is
contractually obligated to make. If the other party to an equity swap defaults, a Fund’s risk of loss consists of the
net amount of payments that such Fund is contractually entitled to receive, if any. Inasmuch as these transactions
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are offset by segregated cash or liquid assets to cover each of the Funds’ current obligations (or are otherwise
covered as permitted by applicable law), the Funds and the Adviser and Sub-Adviser believe that these
transactions do not constitute senior securities under the Act.

Equity swaps are derivatives and their value can be very volatile. To the extent that the Adviser or
Sub-Adviser, as applicable, does not accurately analyze and predict future market trends, the values of assets or
economic factors, a Fund may suffer a loss, which may be substantial. The swap markets in which many types of
swap transactions are traded have grown substantially in recent years, with a large number of banks and
investment banking firms acting both as principals and as agents. As a result, the markets for certain types of
swaps have become relatively liquid.

Total Return and Interest Rate Swaps (all Funds)

In a total return swap, the buyer receives a periodic return equal to the total return of a specified security,
securities or index, for a specified period of time. In return, the buyer pays the counterparty a variable stream of
payments, typically based upon short term interest rates, possibly plus or minus an agreed upon spread.

Interest rate swaps are financial instruments that involve the exchange of one type of interest rate for
another type of interest rate cash flow on specified dates in the future. Some of the different types of interest rate
swaps are “fixed-for floating rate swaps,” “termed basis swaps” and “index amortizing swaps.” Fixed-for floating
rate swaps involve the exchange of fixed interest rate cash flows for floating rate cash flows. Termed basis swaps
entail cash flows to both parties based on floating interest rates, where the interest rate indices are different.
Index amortizing swaps are typically fixed-for floating swaps where the notional amount changes if certain
conditions are met. Like a traditional investment in a debt security, a Fund could lose money by investing in an
interest rate swap if interest rates change adversely. For example, if a Fund enters into a swap where it agrees to
exchange a floating rate of interest for a fixed rate of interest, the Fund may have to pay more money than it
receives. Similarly, if a Fund enters into a swap where it agrees to exchange a fixed rate of interest for a floating
rate of interest, the Fund may receive less money than it has agreed to pay.

Interest rate and total return swaps entered into in which payments are not netted may entail greater risk than
a swap entered into a net basis. If there is a default by the other party to such a transaction, the Fund will have
contractual remedies pursuant to the agreements related to the transaction.

Writing Call Options (AQR Diversified Arbitrage Fund)

A Fund may write covered calls. When a Fund writes a call on an investment, it receives a premium and
agrees to sell the callable investment to a purchaser of a corresponding call during the call period (usually not
more than nine months) at a fixed exercise price (which may differ from the market price of the underlying
investment) regardless of market price changes during the call period. The call may be exercised at any time
during the call period. To terminate its obligation on a call it has written, a Fund may purchase a corresponding
call in a “closing purchase transaction.” A profit or loss will be realized, depending upon whether the net of the
amount of option transaction costs and the premium received on the call a Fund has written is more or less than
the price of the call such Fund subsequently purchased. A profit may also be realized if the call lapses
unexercised because the Fund retains the underlying investment and the premium received. If a Fund could not
effect a closing purchase transaction due to the lack of a market, it would have to hold the callable investment
until the call lapsed or was exercised.

A Fund may also write calls on futures without owning a futures contract on deliverable securities, provided
that at the time the call is written, the Fund covers the call with an equivalent dollar value of deliverable
securities or liquid assets. Each Fund will cover with additional liquid assets if the value of the escrowed assets
drops below 100% of the current value of the future. In no circumstances would an exercise notice as to a future
put a Fund in a short futures position.
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Writing Put Options (AQR Diversified Arbitrage Fund)

A put option on a security gives the purchaser the right to sell, and the writer the obligation to buy, the
underlying investment at the exercise price during the option period. The put may be exercised at any time during
the option period. The premium a Fund receives from writing a put option represents a profit, as long as the price
of the underlying investment remains above the exercise price. However, the Fund has also assumed the
obligation during the option period to buy the underlying investment from the buyer of the put at the exercise
price, even though the value of the investment may fall below the exercise price. If the put expires unexercised,
the Fund (as the writer of the put) realizes a gain in the amount of the premium less transaction costs. If the put is
exercised, the Fund must fulfill its obligation to purchase the underlying investment at the exercise price, which
will usually exceed the market value of the investment at that time. In that case, the Fund may incur a loss, equal
to the sum of the sale price of the underlying investment and the premium received minus the sum of the exercise
price and any transaction costs incurred.

When writing put options on securities, to secure its obligation to pay for the underlying security, a Fund
will cover with liquid assets with a value equal to or greater than the exercise price of the underlying securities.
A Fund therefore may have to forego certain opportunities to invest the assets used to cover the obligation. As
long as the obligation of the Fund as the put writer continues, it may be assigned an exercise notice by the
exchange or broker-dealer through whom such option was sold, requiring the Fund to exchange currency at the
specified rate of exchange (in the context of puts on currencies) or to take delivery of the underlying security
against payment of the exercise price. A Fund may have no control over when it may be required to purchase the
underlying security, since it may be assigned an exercise notice at any time prior to the termination of its
obligation as the writer of the put. This obligation terminates upon expiration of the put, or such earlier time at
which the Fund effects a closing purchase transaction by purchasing a put of the same series as that previously
sold. Once the Fund has been assigned an exercise notice, it is thereafter not allowed to effect a closing purchase
transaction.

A Fund may effect a closing purchase transaction to realize a profit on an outstanding put option it has
written or to prevent an underlying security from being put. Furthermore, effecting such a closing purchase
transaction will permit the Fund to write another put option to the extent that the exercise price thereof is secured
by the deposited assets, or to utilize the proceeds from the sale of such assets for other investments by that Fund.
The Fund will realize a profit or loss from a closing purchase transaction if the cost of the transaction is less or
more than the premium received from writing the option.

Purchasing Puts and Calls (AQR Diversified Arbitrage Fund)

A Fund may purchase calls to protect against the possibility that the Fund’s portfolio will not participate in
an anticipated rise in the securities market. When a Fund purchases a call (other than in a closing purchase
transaction), it pays a premium and, except as to calls on stock indices, has the right to buy the underlying
investment from a seller of a corresponding call on the same investment during the call period at a fixed exercise
price. In purchasing a call, a Fund benefits only if the call is sold at a profit or if, during the call period, the
market price of the underlying investment is above the sum of the exercise price, transaction costs, and the
premium paid, and the call is exercised. If the call is not exercised or sold (whether or not at a profit), it will
become worthless at its expiration date and the Fund will lose its premium payment and the right to purchase the
underlying investment. When a Fund purchases a call on a stock index, it pays a premium, but settlement is in
cash rather than by delivery of the underlying investment to the Fund.

When a Fund purchases a put, it pays a premium and, except as to puts on stock indices, has the right to sell
the underlying investment to a seller of a corresponding put on the same investment during the put period at a
fixed exercise price. Buying a put on an investment a Fund owns (a “protective put”) enables that Fund to
attempt to protect itself during the put period against a decline in the value of the underlying investment below
the exercise price by selling the underlying investment at the exercise price to a seller of a corresponding put. If
the market price of the underlying investment is equal to or above the exercise price and, as a result, the put is not
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exercised or resold, the put will become worthless at its expiration and the Fund will lose the premium payment
and the right to sell the underlying investment. However, the put may be sold prior to expiration (whether or not
at a profit).

Puts and calls on broadly-based stock indices or stock index futures are similar to puts and calls on
securities or futures contracts except that all settlements are in cash and gain or loss depends on changes in the
index in question (and thus on price movements in the stock market generally) rather than on price movements of
individual securities or futures contracts. When a Fund buys a call on a stock index or stock index future, it pays
a premium. If a Fund exercises the call during the call period, a seller of a corresponding call on the same
investment will pay the Fund an amount of cash to settle the call if the closing level of the stock index or stock
index future upon which the call is based is greater than the exercise price of the call. That cash payment is equal
to the difference between the closing price of the call and the exercise price of the call times a specified multiple
(the “multiplier”’) which determines the total dollar value for each point of difference. When a Fund buys a put on
a stock index or stock index future, it pays a premium and has the right during the put period to require a seller of
a corresponding put, upon the Fund’s exercise of its put, to deliver cash to the Fund to settle the put if the closing
level of the stock index or stock index future upon which the put is based is less than the exercise price of the put.
That cash payment is determined by the multiplier, in the same manner as described above as to calls.

When a Fund purchases a put on a stock index, or on a stock index future not owned by it, the put protects
the Fund to the extent that the index moves in a similar pattern to the securities the Fund holds. The Fund can
either resell the put or, in the case of a put on a stock index future, buy the underlying investment and sell it at the
exercise price. The resale price of the put will vary inversely with the price of the underlying investment. If the
market price of the underlying investment is above the exercise price, and as a result the put is not exercised, the
put will become worthless on the expiration date. In the event of a decline in price of the underlying investment,
the Fund could exercise or sell the put at a profit to attempt to offset some or all of its loss on its portfolio
securities.

Options on Futures Contracts (AQR Diversified Arbitrage Fund)

Investments in options on futures contracts involve some of the same considerations that are involved in
connection with investments in future contracts (for example, the existence of a liquid secondary market). In
addition, the purchase or sale of an option also entails the risk that changes in the value of the underlying futures
contract will not correspond to changes in the value of the option purchased. Depending on the pricing of the
option compared to either the futures contract upon which it is based, or upon the price of the securities being
hedged, an option may or may not be less risky than ownership of the futures contract or such securities. In
general, the market prices of options can be expected to be more volatile than the market prices on underlying
futures contract. Compared to the purchase or sale of futures contracts, however, the purchase of call or put
options on futures contracts may frequently involve less potential risk to the Fund because the maximum amount
at risk is the premium paid for the options (plus transaction costs).

Privately Negotiated Options (AQR Diversified Arbitrage Fund)

A Fund may also invest in privately negotiated option contracts (each a “Private Option”). Generally, an
option buyer negotiates with a bank or investment bank to buy a Private Option with contract terms that are more
flexible than standardized exchange traded options. Under a Private Option contract, the buyer generally controls
the length of the contract, the notional amount, and the asset or basket of securities comprising the reference
portfolio that determines the value of the Private Option.

Private Options will generally have a term ranging from 12 to 60 months. A Fund may buy Private Options
that will be based on an asset or a basket of securities (the “Basket”) selected by the Adviser or Sub-Adviser in
accord with a Fund’s investment objective and approved by the counterparty (the “Counterparty”). The Basket
may be comprised of securities that include common and preferred stock, government and private issuer debt
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(including convertible and non-convertible debt), options and futures contracts, limited partnership interests
(including so-called “hedge funds”) and shares of registered investment companies. During the term of a Private
Option, the Adviser or Sub-Adviser expects to have a limited right to modify the notional amount of the Private
Option and the assets that comprise the Basket.

As with more traditional options, a Private Option will allow for the use of economic leverage without
incurring risk beyond the amount of premium and related fees (the “Premium”) paid for the Private Option. The
Private Option will be structured so that it allows a Fund to benefit from an increase in the value of the Basket
without owning the assets that comprise the Basket. Upon a decline in the value of the Basket, a Fund may lose
all or a portion of the premium paid for the Private Option. A Fund’s gain or loss may be magnified by writing
the Private Option with reference to a much larger notional amount of the Basket than the Premium being paid by
the Fund.

Upon the termination or expiration of a Private Option, a Fund will be entitled to receive from the
Counterparty a cash payment (the “Settlement Price”), which is based on the change in value of the Basket
serving as a benchmark for that Private Option. In no event will a Fund have the right to acquire the assets that
comprise the Basket. The Settlement Price may reflect deductions for fees and an interest-equivalent amount
payable to the Counterparty for establishing the Private Option. The Settlement Price will typically be payable to
a Fund within a specified number of business days after termination or expiration of the Private Option. Any
Private Option that does not require payment of the Settlement Price within seven calendar days after termination
or expiration or that cannot be terminated by a Fund at any time will be treated as an illiquid asset.

The Counterparty will generally have the right to terminate a Private Option at any time prior to maturity. If
the Basket does not sufficiently increase in value prior to termination or expiration, a Fund may still suffer losses
even though the Basket increased in value because of fees and interest-equivalent amounts payable to the
Counterparty or because the increase in value of the Basket has been insufficient to trigger a position settlement
value.

The Counterparty to each Private Option will be a bank, financial institution, or an entity that is affiliated
with either a bank or a financial institution with significant experience in the field of alternative investments.
Each Counterparty will be one determined by the Adviser or Sub-Adviser to be creditworthy and approved by the
Funds’ Board, including a majority of the Independent Directors. Neither the Adviser, the Sub-Adviser, nor the
Funds will have any control over any hedging or similar techniques used by the Counterparty to attempt to ensure
the Counterparty’s ability to perform under each Private Option. Likewise, neither the Adviser, the Sub-Adviser,
nor the Funds will have any claim on securities or other property, if any, which may be purchased by the
Counterparty in connection with the Private Option. Should the Counterparty be unable to perform its obligations
under a Private Option, then the Company could lose all or a portion of the Premium and the gain, if any, relating
to such Private Option.

Additional Information Regarding Options (AQR Diversified Arbitrage Fund)

The Funds’ Custodian or a securities depository acting for the Custodian, will act as the Funds’ escrow
agent, through the facilities of Options Clearing Corporation (“OCC”), as to the investments on which the Funds
have written options traded on exchanges or as to other acceptable escrow securities, so that no margin will be
required for such transactions. OCC will release the securities on the expiration of the option or upon the Funds’
entering into a closing transaction. An option position may be closed out only on a market, which provides
secondary trading for options of the same series, and there is no assurance that a liquid secondary market will
exist for any particular option.

When a Fund writes an over-the-counter (“OTC”) option, it will enter into an arrangement with a primary
U.S. Government securities dealer, which would establish a formula price at which such Fund would have the

absolute right to purchase that OTC option.
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A Fund’s option activities may affect its turnover rate and brokerage commissions. The exercise by a Fund
of puts on securities will cause the sale of related investments, increasing portfolio turnover. Although such
exercise is within a Fund’s control, holding a put might cause a Fund to sell the related investments for reasons
which would not exist in the absence of the put. Each Fund will pay a brokerage commission each time it buys a
put or call, sells a call, or buys or sells an underlying investment in connection with the exercise of a put or call.
Such commissions may be higher than those which would apply to direct purchases or sales of such underlying
investments. Premiums paid for options are small in relation to the market value of the related investments, and
consequently, put and call options offer large amounts of leverage. The leverage offered by trading options could
result in a Fund’s net asset value being more sensitive to changes in the value of the underlying investments.

Hybrid Instruments (AQR Diversified Arbitrage Fund)

A hybrid instrument can combine the characteristics of securities, futures, and options. For example, the
principal amount or interest rate of a hybrid instrument could be tied (positively or negatively) to the price of
some currency or securities index or another interest rate (each a “benchmark”™). The interest rate or the principal
amount payable at maturity of a hybrid security may be increased or decreased, depending on changes in the
value of the benchmark.

Hybrids can be used as an efficient means of pursuing a variety of investment strategies, including currency
hedging, duration management, and increased total return. Hybrids may not bear interest or pay dividends. The
value of a hybrid or its interest rate may be a multiple of a benchmark and, as a result, may be leveraged and
move (up or down) more steeply and rapidly than the benchmark. These benchmarks may be sensitive to
economic and political events, such as currency devaluations, which cannot be readily foreseen by the purchaser
of a hybrid. Under certain conditions, the redemption value of a hybrid could be zero. Thus, an investment in a
hybrid may entail significant market risks that are not associated with a similar investment in a traditional, U.S.
dollar-denominated bond that has a fixed principal amount and pays a fixed rate or floating rate of interest. The
purchase of hybrids also exposes a Fund to the credit risk of the issuer of the hybrids. These risks may cause
significant fluctuations in the net asset value of a Fund.

Combined Transactions (all Funds)

A Fund may enter into multiple transactions, including multiple options transactions, multiple futures
transactions, multiple currency transactions including forward currency contracts and multiple interest rate
transactions, and any combination of futures, options, currency and interest rate transactions (“‘component
transactions”), instead of a single transaction, as part of a single or combined strategy when, in the opinion of the
Adviser or Sub-Adviser, it is in the best interests of a Fund to do so. A combined transaction will usually contain
elements of risk that are present in each of its component transactions. Although combined transactions are
normally entered into based on the Adviser or Sub-Adviser’s judgment that the combined strategies will reduce
risk or otherwise more effectively achieve the desired portfolio management goal, it is possible that the
combination will instead increase such risks or hinder achievement of the portfolio management objective.

Illiquid Securities (AQR Diversified Arbitrage Fund, AQR Small Cap Momentum Fund)

As a non-fundamental investment policy, a Fund may not purchase a security if, as a result, more than 15%
of its net assets would be invested in illiquid securities. If, after the time of acquisition, events cause this limit to
be exceeded, the Fund will take steps to reduce the aggregate amount of illiquid securities as soon as reasonably
practicable in accordance with SEC and SEC staff guidance.

Over-the-counter options, repurchase agreements not entitling the holder to payment of principal in seven
days, and certain “restricted securities” may be illiquid. A security is restricted if it is subject to contractual or
legal restrictions on resale to the general public. A liquid institutional market has developed, however, for certain
restricted securities such as repurchase agreements, commercial paper, foreign securities and corporate bonds and
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notes. Thus, restrictions on resale do not necessarily indicate a lack of liquidity for the security. For example, if a
restricted security may be sold to certain institutional buyers in accordance with Rule 144A under the Securities
Act of 1933, as amended (the “1933 Act”), or another exemption from registration under such Act, the Adviser or
Sub-Adviser may determine that the security is liquid under guidelines adopted by the Board of Trustees. These
guidelines take into account trading activity in the securities and the availability of reliable pricing information,
among other factors. With other restricted securities, however, there can be no assurance that a liquid market will
exist for the security at any particular time. A Fund might not be able to dispose of such securities promptly or at
reasonable prices and might thereby experience difficulty satisfying redemptions. The Fund treats such holdings
as illiquid.

To enable the Funds to sell restricted securities not registered under the 1933 Act, the Funds may have to
cause those securities to be registered. The expenses of registration of restricted securities may be negotiated by a
Fund with the issuer at the time such securities are purchased by such Fund, if such registration is required before
such securities may be sold publicly. Securities having contractual restrictions on their resale might limit a
Fund’s ability to dispose of such securities and might lower the amount realizable upon the sale of such
securities.

Momentum Style Risk (AQR Global Equity Fund, AQR International Equity Fund, AQR Managed Futures
Strategy Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund, AQR International Momentum
Fund)

Investing in securities with positive Momentum entails investing in securities that have had above-average
recent returns. These securities may be more volatile than a broad cross-section of securities. In addition, there
may be periods when the Momentum style is out of favor, and during which the investment performance of a
Fund using a Momentum strategy may suffer.

Margin Deposits and Cover Requirements for Futures Contracts (all Funds)

Unlike the purchase or sale of portfolio securities, no price is paid or received by a Fund upon the purchase
or sale of a futures contract. Initially, the Fund will be required to deposit with the broker an amount of cash or
cash equivalents, known as initial margin, based on the value of the contract. The nature of initial margin in
futures transactions is different from that of margin in securities transactions in that futures contract margin does
not involve the borrowing of funds by the customer to finance the transactions. Rather, the initial margin is in the
nature of a performance bond or good faith deposit on the contract which is returned to the Fund upon
termination of the futures contract, assuming all contractual obligations have been satisfied. Subsequent
payments, called variation margin, to and from the broker, will be made on a daily basis as the price of the
underlying instruments fluctuates, making the long and short positions in the futures contract more or less
valuable, a process known as “marking to the market.” For example, when a Fund has purchased a futures
contract and the price of the contract has risen in response to a rise in the price of the underlying instruments, that
position will have increased in value and the Fund will be entitled to receive from the broker a variation margin
payment equal to that increase in value. Conversely, where the Fund has purchased a futures contract and the
price of the futures contract has declined in response to a decrease in the underlying instruments, the position
would be less valuable and the Fund would be required to make a variation margin payment to the broker. At any
time prior to expiration of the futures contract, the Adviser or Sub-Adviser may elect to close the position by
taking an opposite position, subject to the availability of a secondary market, which will operate to terminate the
Fund’s position in the futures contract. A final determination of variation margin is then made, additional cash is
required to be paid by or released to the Fund, and the Fund realizes a loss or gain.

When entering into a futures contract that must be cash settled, a Fund will cover (and mark-to-market on a
daily basis) liquid assets that, when added to the amounts deposited with a futures commission merchant as
margin, are equal to the market value of the futures contract. When entering into a futures contract that does not
need to be settled in cash, a Fund will maintain with its custodian (and mark to market on a daily basis) liquid
assets that, when added to the amounts deposited with a futures commission merchant as margin, are equal to the
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full notional value of the contract. Alternatively, the Fund may “cover” its position by purchasing an option on
the same futures contract with a strike price as high or higher than the price of the contract held by the Fund.

Loans of Portfolio Securities (AQR Global Equity Fund, AQR International Equity Fund, AQR Diversified
Arbitrage Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund, AQR International Momentum
Fund)

To attempt to increase its income or total return, a Fund may lend its portfolio securities to certain types of
eligible borrowers. Each loan will be secured continuously by collateral in the form of cash, high quality money
market instruments or securities issued by the U.S. government or its agencies or instrumentalities. Collateral
will be received and maintained by the Fund’s custodian concurrent with delivery of the loaned securities and
kept in a segregated account or designated on the records of the custodian for the benefit of the Fund. Initial
collateral will have a market value at least equal to 105% of the then-current market value of loaned equity
securities not denominated in U.S. dollars or Canadian dollars or not primarily traded on a U.S. exchange, or
102% of the then-current market value of any other loaned securities. For all loaned foreign equity securities, the
borrower must increase the collateral on a daily basis if the then-current market value of the collateral becomes
insufficient to meet the minimum required collateral level for the type of loaned security as specified above. For
all other loaned securities, the borrower must increase the collateral only when the market value of the collateral
is less than 100% of the then-current market value of the loaned securities. The borrower pays to the lending
Fund an amount equal to any dividends or interest received on loaned securities. The Fund retains all or a portion
of the interest received on investment of cash collateral and/or receives a fee from the borrower; however, the
lending Fund will generally pay certain administrative and custodial fees in connection with each loan.

The Fund has a right to call a loan at any time and require the borrower to redeliver the borrowed securities
to the Fund within the settlement time specified in the loan agreement or be subject to a “buy in”. The Fund will
generally not have the right to vote securities while they are being loaned, but it is expected that the Adviser or
Sub-Adviser, as applicable, will call a loan in anticipation of any important vote.

The risk in lending portfolio securities, as with other extensions of credit, consists of the possibility of loss
to the Fund due to (i) the inability of the borrower to return the securities, (ii) a delay in receiving additional
collateral to adequately cover any fluctuations in the value of securities on loan, (iii) a delay in recovery of the
securities, or (iv) the loss of rights in the collateral should the borrower fail financially. In addition, the Fund is
responsible for any loss that might result from its investment of the borrower’s collateral.

Securities lending will be conducted by a securities lending agent approved by the Trust’s Board of
Trustees. The securities lending agent maintains a list of broker-dealers, banks or other institutions that it has
determined to be creditworthy. The Fund will only enter into loan arrangements with borrowers on the approved
list.

Repurchase Agreements (AQR Global Equity Fund, AQR International Equity Fund, AQR Diversified
Arbitrage Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund, AQR International Momentum
Fund)

A Fund may acquire securities subject to repurchase agreements. In a repurchase transaction, a Fund
acquires a security from, and simultaneously agrees to resell it to, an approved vendor. An “approved vendor” is
a U.S. commercial bank or the U.S. branch of a foreign bank or a broker-dealer that has been designated a
primary dealer in government securities that meets the Trust’s credit requirements. The resale price exceeds the
purchase price by an amount that reflects an agreed-upon interest rate effective for the period during which the
repurchase agreement is in effect. If the vendor fails to pay the resale price on the delivery date, the Fund may
incur costs in disposing of the collateral and may experience losses if there is any delay in its ability to do so. The
majority of these transactions run from day to day, and delivery pursuant to the resale typically will occur within
one to five days of the purchase. Repurchase agreements are considered “loans’ under the 1940 Act,
collateralized by the underlying security. There is no limit on the amount of a Fund’s net assets that may be
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subject to repurchase agreements of seven days or less. Repurchase agreements with a maturity beyond seven
days are subject to a Fund’s limitations on investments in illiquid securities.

Reverse Repurchase Agreements (AQR Global Equity Fund, AQR International Equity Fund, AQR
Diversified Arbitrage Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund, AQR International
Momentum Fund)

A Fund, subject to its investment strategies and policies, may enter into reverse repurchase agreements. A
Fund may enter into reverse repurchase agreements with the same parties with whom it may enter into
repurchase agreements. Under a reverse repurchase agreement, a Fund sells securities to another party and agrees
to repurchase them at a particular date and price. A Fund may enter into a reverse repurchase agreement when it
is anticipated that the interest income to be earned from the investment of the proceeds of the transaction is
greater than the interest expense of the transaction.

At the time a Fund enters into a reverse repurchase agreement, it will segregate liquid assets with a value not
less than the repurchase price (including accrued interest). The use of reverse repurchase agreements may be
regarded as leveraging and, therefore, speculative. Furthermore, reverse repurchase agreements involve the risks
that (i) the interest income earned in the investment of the proceeds will be less than the interest expense, (ii) the
market value of the securities retained in lieu of sale by a Fund may decline below the price of the securities the
Fund has sold but is obligated to repurchase, (iii) the market value of the securities sold will decline below the
price at which the Fund is required to repurchase them and (iv) the securities will not be returned to the Fund.

In addition, if the buyer of securities under a reverse repurchase agreement files for bankruptcy or becomes
insolvent, such buyer or its trustee or receiver may receive an extension of time to determine whether to enforce a
Fund’s obligations to repurchase the securities and the Fund’s use of the proceeds of the reverse repurchase
agreement may effectively be restricted pending such decision.

Rights and Warrants (AQR Global Equity Fund, AQR International Equity Fund, AQR Diversified Arbitrage
Fund, AQR Momentum Fund, AQR Small Cap Momentum Fund, AQR International Momentum Fund)

Warrants essentially are options to purchase equity securities at specific prices valid for a specific period of
time. Their prices do not necessarily move parallel to the prices of the underlying securities. Investments in
warrants involve certain risks, including the possible lack of a liquid market for the resale of the warrants,
potential price fluctuations as a result of speculation or other factors, and failure of the price of the underlying
security to reach a level at which the warrant can be prudently exercised (in which case the warrant may expire
without being exercised, resulting in the loss of a Fund’s entire investment therein).

Rights are similar to warrants, but normally have a short duration and are distributed directly by the issuer to
its shareholders. Rights and warrants have no voting rights, receive no dividends, and have no rights with respect
to the assets of the issuer.

Securities of Other Investment Companies (all Funds)

A Fund may invest in shares of other investment companies, including ETFs, money market mutual funds,
and closed-end investment companies, to the extent permitted by the 1940 Act. To the extent a Fund invests in
shares of an investment company, it will bear its pro rata share of the other investment company’s expenses, such
as investment advisory and distribution fees and operating expenses.

Short Sales (all Funds)

A Fund may engage in short sales, including short sales against the box. Short sales (other than against the
box) are transactions in which a Fund sells a security it does not own in anticipation of a decline in the market
value of that security. A short sale against the box is a short sale where at the time of the sale, the Fund owns or
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has the right to obtain securities equivalent in kind and amounts. To complete a short sale transaction, the Fund
must borrow the security to make delivery to the buyer. The Fund then is obligated to replace the security
borrowed by purchasing it at the market price at the time of replacement. The price at such time may be more or
less than the price at which the security was sold by the Fund. Until the security is replaced, the Fund is required
to pay to the lender amounts equal to any interest or dividends which accrue during the period of the loan. To
borrow the security, the Fund also may be required to pay a premium, which would increase the cost of the
security sold. There will also be other costs associated with short sales.

The Fund will incur a loss as a result of the short sale if the price of the security increases between the date
of the short sale and the date on which the Fund replaces the borrowed security. Unlike taking a long position in
a security by purchasing the security, where potential losses are limited to the purchase price, short sales have no
cap on maximum loss. The Fund will realize a gain if the security declines in price between those dates. This
result is the opposite of what one would expect from a cash purchase of a long position in a security.

Until the Fund replaces a borrowed security in connection with a short sale, the Fund will (a) designate on
its records as collateral cash or liquid assets at such a level that the designated assets plus any amount deposited
with the broker as collateral will equal the current value of the security sold short or (b) otherwise cover its short
position in accordance with applicable law. The amount designated on the Fund’s records will be marked to
market daily and at no time will the sum of the amount so designated and the amount deposited with the broker
as collateral be less than the market value of the securities at the time they were sold short. This may limit the
Fund’s investment flexibility, as well as its ability to meet redemption requests or other current obligations.

There is no guarantee that the Fund will be able to close out a short position at any particular time or at an
acceptable price. During the time that the Fund is short a security, it is subject to the risk that the lender of the
security will terminate the loan at a time when the Fund is unable to borrow the same security from another
lender. If that occurs, the Fund may be “bought in” at the price required to purchase the security needed to close
out the short position, which may be a disadvantageous price. Thus, there is a risk that a Fund may be unable to
fully implement its investment strategy due to a lack of available stocks or for some other reason. It is possible
that the market value of the securities a Fund holds in long positions will decline at the same time that the market
value of the securities a Fund has sold short increases, thereby increasing a Fund potential volatility. Short sales
also involve other costs. The Fund must normally repay to the lender an amount equal to any dividends or
interest that accrues while the loan is outstanding. In addition, to borrow the security, the Fund may be required
to pay a premium. The Fund also will incur transaction costs in effecting short sales. The amount of any ultimate
gain for the Fund resulting from a short sale will be decreased, and the amount of any ultimate loss will be
increased, by the amount of premiums, dividends, interest or expenses the Fund may be required to pay in
connection with the short sale.

In addition to the short sales discussed above, the Fund may make short sales “against the box,” a
transaction in which the Fund enters into a short sale of a security that the Fund owns or has the right to obtain at
no additional cost. The Fund does not immediately deliver the securities sold and is said to have a short position
in those securities until delivery occurs. If the Fund effects a short sale of securities against the box at a time
when it has an unrealized gain on the securities, it may be required to recognize that gain as if it had actually sold
the securities (as a “constructive sale”) on the date it effects the short sale. However, such constructive sale
treatment may not apply if the Fund closes out the short sale with securities other than the appreciated securities
held at the time of the short sale and if certain other conditions are satisfied.

Structured Notes (AQR Managed Futures Strategy Fund)

Structured Notes are derivative debt securities, the interest rate or principal of which is determined by an
unrelated indicator. A structured note may be positively, negatively or both positively and negatively indexed;
that is, its value or interest rate may increase or decrease if the value of the reference instrument increases.
Similarly, its value may increase or decrease if the value of the reference instrument decreases. Further, the
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change in the principal amount payable with respect to, or the interest rate of, a structured note may be a multiple
of the percentage change (positive or negative) in the value of the underlying reference instrument(s). Structured
or indexed securities may also be more volatile, less liquid, and more difficult to accurately price than less
complex securities or more traditional debt securities.

U.S. Government Securities (all Funds)

U.S. Treasury obligations are backed by the full faith and credit of the United States. Obligations of U.S.
Government agencies or instrumentalities (including certain types of mortgage-backed securities) may or may
not be guaranteed or supported by the “full faith and credit” of the United States. Some are backed by the right of
the issuer to borrow from the U.S. Treasury; others are supported by discretionary authority of the U.S.
Government to purchase the agencies’ obligations; while still others are supported only by the credit of the
instrumentality. If the securities are not backed by the full faith and credit of the United States, the owner of the
securities must look principally to the agency issuing the obligation for repayment and may not be able to assert a
claim against the United States in the event that the agency of instrumentality does not meet its commitment.
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FUNDAMENTAL POLICIES

The Funds’ policies set forth below are fundamental policies of each Fund; i.e., they may not be changed
with respect to a Fund without shareholder approval. Shareholder approval means approval by the lesser of
(1) more than 50% of the outstanding voting securities of the Fund, or (2) 67% or more of the voting securities
present at a meeting if the holders of more than 50% of the outstanding voting securities of the Fund are present
or represented by proxy. Except for those investment policies of a Fund specifically identified as fundamental in
the Prospectus and this SAI, the Funds’ investment objectives as described in the Prospectus, and all other
investment policies and practices described in the Prospectus and this SAI may be changed by the Trust’s Board
of Trustees without the approval of shareholders.

Unless otherwise indicated, all of the percentage limitations below, and in the investment restrictions recited
in the Prospectus, apply to each Fund on an individual basis, and apply only at the time a transaction is entered
into.

EACH FUND

1. Other than the AQR Managed Futures Strategy Fund, shall be a “diversified company” as that term is
defined in the 1940 Act, as interpreted or modified by regulatory authorities having jurisdiction, from time
to time.

2. May borrow money to the extent permitted under the 1940 Act, as interpreted or modified by regulatory
authorities having jurisdiction, from time to time.

3. May not concentrate its investments in a particular industry or group of industries, except as permitted under
the 1940 Act, as interpreted or modified by regulatory authorities having jurisdiction, from time to time,
provided that, without limiting the generality of the foregoing, this limitation will not apply to a Fund’s
investments in: (i) securities of other investment companies; (ii) securities issued or guaranteed as to
principal and/or interest by the U.S. government, its agencies or instrumentalities; or (iii) repurchase
agreements (collateralized by the instruments described in Clause (ii)).

For the purposes of this policy, each Fund may use the industry classifications provided by Bloomberg, L.P.,
the Morgan Stanley Capital International/Standard & Poor’s Global Industry Classification Standard
(“GICS”) or any other reasonable industry classification system. Wholly-owned finance companies will be
considered to be in the industries of their parents if their activities are primarily related to financing the
activities of the parents. Utilities will be divided according to their services, for example, gas, gas
transmission, electric and gas, electric and telephone will each be considered a separate industry.

4.  May not purchase or sell real estate or any interest therein, other than as may be acquired as a result of
ownership of securities or other instruments and provided that the Fund shall not be prevented from
investing in securities backed by real estate or securities of companies engaged in the real estate business.

5. May not purchase physical commodities or contracts relating to physical commodities, except as permitted
under the 1940 Act and other applicable laws, rules and regulations, as such may be interpreted or modified
by regulatory authorities having jurisdiction, from time to time.

6. May make loans to the extent permitted under the 1940 Act, as such may be interpreted or modified by
regulatory authorities having jurisdiction, from time to time.

7. May not act as an underwriter of securities within the meaning of the 1933 Act, except as permitted under
the 1933 Act, and as interpreted or modified by regulatory authority having jurisdiction, from time to time.
Among other things, to the extent that a Fund may be deemed to be an underwriter within the meaning of
the 1933 Act, this would permit a Fund to act as an underwriter of securities in connection with the purchase
and sale of its portfolio securities in the ordinary course of pursuing its investment objective, investment
policies and investment program.
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8. May not issue any senior security, except as permitted under the 1940 Act, and as interpreted or modified by
regulatory authority having jurisdiction, from time to time. Among other things, this would permit a Fund
to: (a) enter into commitments to purchase securities in accordance with a Fund’s investment program,
including, without limitation, reverse repurchase agreements, delayed delivery securities and when-issued
securities, to the extent permitted by its investment program and other restrictions; (b) engage in short sales
of securities to the extent permitted in its investment program and other restrictions; and (c) purchase or sell
derivative instruments to the extent permitted by its investment program and other restrictions.

If a percentage limitation is satisfied at the time of investment, a later increase or decrease in such
percentage resulting from a change in the value of the Fund’s investments will not constitute a violation of such
limitation, except that any borrowing by the Fund that exceeds the fundamental investment limitations stated
above must be reduced to meet such limitations within the period required by the 1940 Act (currently three days).
In addition, if the Fund’s holdings of illiquid securities exceed 15% of net assets because of changes in the value
of the Fund’s investments, the Fund will take action to reduce its holdings of illiquid securities within a time
frame deemed to be in the best interest of the Fund. Otherwise, the Fund may continue to hold a security even
though it causes the Fund to exceed a percentage limitation because of fluctuation in the value of the Fund’s
assets.

NON-FUNDAMENTAL INVESTMENT POLICIES RELATED TO FUND NAMES

Certain Funds have names that suggest that the Fund will focus on a type of investment, within the meaning
of Rule 35d-1 under the 1940 Act. The Trust has adopted a non-fundamental policy for each Fund with such a
name to invest under normal market conditions at least 80% of its net assets (plus any borrowings for investment
purposes) in investments of the type suggested by the Fund’s name, in each case as set forth in the Fund’s
prospectus.

With respect to each of these Funds, the Trust has adopted a policy to provide the Fund’s shareholders with

at least 60 days prior notice of any change in the policy of a Fund to invest at least 80% of its assets in the
manner described above.
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MANAGEMENT OF THE FUNDS

The overall management of the business and affairs of the Funds is vested with the Board of Trustees. The
Board of Trustees consists of four individuals (each, a “Trustee”), three of whom are not “interested persons” of
the Trust as defined in the Investment Company Act (the “Disinterested Trustees”). The Trustees are responsible
for the oversight of the operations of the Trust and perform the various duties imposed on the directors of
investment companies by the 1940 Act. The Board of Trustees approves all significant agreements between the
Trust and persons or companies furnishing services to it, including the Trust’s agreements with its investment

advisers, investment sub-advisers, administrator, custodian and transfer agent. The management of each Fund’s
day-to-day operations is delegated to its officers, the Adviser, the Sub-Adviser (in the case of AQR Diversified
Arbitrage Fund) and the Funds’ administrator, subject always to the investment objectives and policies of each of
the Funds and to general supervision of the Board of Trustees. The Disinterested Trustees have retained
independent legal counsel to assist them in connection with their duties.

Listed in the chart below is basic information regarding the Trustees and officers of the Trust. The address
of each officer and Trustee is 2 Greenwich Plaza, Third Floor, Greenwich CT 06830.

Number
Current of Funds Other Present
Position with in or Past
the Trust, Fund Directorships
Term of Complex Held by
Office! and Overseen  Trustee (during
Length of Principal Occupation(s) by the past 5
Name and Year of Birth Time Served During Past 5 Years Trustee years)
Disinterested Trustees?
Timothy K. Armour, 1948 ... ... Chairman of Interim Chief Executive 12 Janus Capital
the Board since  Officer of Janus Capital Group Group; AARP
2010 and (2009 to 2010); Managing Services, Inc.
Trustee, Director, Morningstar Inc.
since 2008 (2000 to 2008).
Steven Grenadier, 1964 ........ Trustee, Professor of Finance, Stanford 12 E*TRADE
since 2008 University (since 1992). Funds;
Nicholas
Applegate
Institutional
Funds
L. Joe Moravy, 1950 .......... Trustee, Managing Director, Financial 12 N/A
since 2008 Scholars Group (since 2010)
(consulting firm); Managing
Director, LJM Advisory
(2008-2010) (consulting firm);
Partner, Ernst & Young LLP
(2002 to 2008).
Interested Trustee?
David Kabiller . .............. Trustee, Founding Principal, AQR 12 N/A
since 2010 Capital Management, LLC
(since 1998)
Officers
Marco Hanig, 1958 ........... Chief Executive  Vice President, AQR Capital
Officer, since Management, LLC (since
2009; 2008); prior thereto, Principal,
President, William Blair & Company,
since 2008 L.L.C. (1999 to 2007).
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Number
Current of Funds Other Present
Position with in or Past
the Trust, Fund Directorships
Term of Complex Held by
Office! and Overseen Trustee (during
Length of Principal Occupation(s) by the past 5
Name and Year of Birth Time Served During Past 5 Years Trustee years)
Nir Messafi, 1975 .............. Vice Vice President, AQR Capital
President Management, LLC (since 2003).
and
Treasurer,
since 2009
Bradley Asness, 1969 ........... Vice Principal, AQR Capital
President Management, LLC (since 1998).
and Chief
Legal
Officer,
since 2009
Brendan R. Kalb, 1975 .......... Executive  Co-General Counsel, AQR
Vice Capital Management, LLC (since
President, 2004).
since 2009;
Secretary,
since 2008
Nicole DonVito, 1979 ........... Vice Vice President, AQR Capital
President, Management, LLC (since 2007),
since 2009  prior thereto, Associate, Schulte
Roth & Zabel LLP (2006 to
2007); prior thereto, Associate
Dewey & LeBoeuf LLP (2004 to
2006).

(1) Each Trustee serves until the election and qualification of a successor, or until death, resignation or removal
as provided in the Trust’s Declaration of Trust.

(2) A Disinterested Trustee is any Trustee that is not an “interested person” of the Trust within the meaning of
Section 2(a)(19) of the 1940 Act.

(3) An Interested Trustee is a Trustee that is an “interested person” of the Trust within the meaning of
Section 2(a)(19) of the 1940 Act. Mr. Kabiller is an interested person of the Trust because of his position
with the Adviser.

Leadership Structure of the Board of Trustees

Overall responsibility for oversight of the Trust and its Funds rests with the Board of Trustees (the
“Board”). The Trust, on behalf of the Funds, has engaged the Adviser and for the Diversified Arbitrage Fund, has
engaged the Sub-Adviser, to manage the Fund on a day-to day basis. The Board is responsible for overseeing the
Adviser and the Sub-Adviser and any other service providers in the operations of the Funds in accordance with
the provisions of the 1940 Act, applicable provisions of state and other laws, the Trust’s Declaration of Trust and
By-laws, and each Fund’s investment objectives and strategies. The Board is presently composed of four
members, three of whom are Disinterested Trustees. The Board currently conducts regular in-person meetings
and holds special telephonic meetings, or informal conference calls, to discuss specific matters that may arise or
require action between regular Board meetings. The Disinterested Trustees also meet in executive session, at
which no trustees who are interested persons of the Funds are present. The Disinterested Trustees have engaged
independent legal counsel to assist them in performing their oversight responsibilities.
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The Board has appointed Mr. Armour, a Disinterested Trustee, to serve as Chairman of the Board. The
Chairman’s role is to preside at all meetings of the Board and to act as a liaison with service providers, including
the Adviser, officers, attorneys, and other Trustees generally, between meetings. The Chairman may also perform
such other functions as may be delegated by the Board from time to time. The Board has established two
committees, i.e., Audit Committee and Nominating and Governance Committee (each, a “Committee”) to assist
the Board in the oversight and direction of the business and affairs of the Funds, and from to time may establish
informal working groups to review and address the policies and practices of the Funds with respect to certain
specified matters. The Committee system facilitates the timely and efficient consideration of matters by the
Trustees, and facilitates effective oversight of compliance with legal and regulatory requirements and of the
Funds’ activities and associated risks. The standing Committees currently conduct an annual review of their
charters, which includes a review of their responsibilities and operations. The Nominating and Governance
Committee and the Board as a whole also conduct an annual evaluation of the performance of the Board,
including consideration of the effectiveness of the Board’s committee structure. The Board has determined that
the Board’s leadership structure is appropriate because it allows the Board to exercise informed and independent
judgment over the matters under its purview and it allocates areas of responsibility among the Committees and
the full Board in a manner that enhances efficient and effective oversight.

The Funds are subject to a number of risks, including, among others, investment, compliance, operational
and valuation risks. Risk oversight forms part of the Board’s general oversight of the Funds and is addressed as
part of various Board and Committee activities. Day-to-day risk management functions are subsumed within the
responsibilities of the Adviser, who carries out the Funds’ investment management and business affairs, and also
by the AQR Diversified Arbitrage Fund’s Sub-Adviser, and other service providers in connection with the
services they provide to the Funds. Each of the Adviser, the Sub-Adviser and other service providers have their
own, independent interest in risk management, and their policies and methods of risk management will depend
on their functions and business models. As part of its regular oversight of the Funds, the Board, directly and/or
through a Committee, interacts with and reviews reports from, among others, the Adviser, the Sub-Adviser and
the Funds’ other service providers (including the Funds’ distributor, servicing agent and transfer agent), the
Funds’ Chief Compliance Officer, the independent registered public accounting firm for the Funds, and legal
counsel to the Funds. The Board recognizes that it may not be possible to identify all of the risks that may affect
the Funds or to develop processes and controls to eliminate or mitigate their occurrence or effects. The Board
may, at any time and in its discretion, change the manner in which it conducts risk oversight.

Board of Trustees and Committees

Among the attributes common to all Trustees are their ability to review critically, evaluate, question and
discuss information provided to them, to interact effectively with the other Trustees, the Adviser, the
Sub-Adviser, other service providers, legal counsel and the independent registered public accounting firm, and to
exercise effective business judgment in the performance of their duties as Trustees. A Trustee’s ability to
perform his duties effectively may have been attained, as set forth below, through the Trustee’s executive,
business, consulting, and/or academic positions; experience from service as a Trustee of the Trust (and/or in
other capacities), other investment funds, public companies, or non-profit entities or other organizations;
educational background or professional training; and/or other life experiences.

Timothy K. Armour. Mr. Armour has served as a Trustee of the Trust since 2008. In addition, he has more
than 25 years of business and executive experience, specifically in the mutual fund industry. Mr. Armour has
held senior positions with Morningstar, Inc. and Janus Capital Group. Mr. Armour also has corporate governance
experience serving as a director/trustee of other entities, including Janus Capital Group and AARP Services.

Steven Grenadier. Mr. Grenadier has served as a Trustee of the Trust since 2008. In addition, he has more
than 18 years of finance, oversight and mutual fund experience as a professor of finance and serving as a director
of other mutual fund complexes. Mr. Grenadier also has corporate governance experience serving on the Board
of Directors of the E¥TRADE Funds and the Nicholas Applegate Institutional Funds.
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L. Joe Moravy. Mr. Moravy has served as a Trustee of the Trust since 2008. In addition, he has more than
35 years of business and executive experience primarily in the auditing and accounting area. Mr. Moravy has
more than 34 years of audit and accounting-related experience as a certified public accountant at a leading
accounting firm where he provided audit and accounting-related services to financial services companies.

David Kabiller. Mr. Kabiller has served as a Trustee of the Trust since 2010. In addition, he has more than
20 years of business and executive experience and is a Founding Principal of the Adviser. He has been with the
Adviser since its inception in 1998. Prior to founding the Adviser, Mr. Kabiller was associated with Goldman
Sachs & Co. where he served as a Vice President (1987-1998).

Committees of the Board of Trustees

As discussed above, the Board of Trustees currently has two standing committees: (1) an Audit Committee,
and (2) a Nominating and Governance Committee. Currently, each Disinterested Trustees serves on each
committee. Mr. Kabiller, as an Interested Trustee, is not a member of either committee. Each committee has
adopted a written charter setting forth its duties and responsibilities. The Audit Committee met twice and the
Nominating and Governance Committee met once during the 12-months ended December 31, 2009.

Audit Committee. L. Joe Moravy serves as the Chairman of the Audit Committee. The Audit Committee is
required to meet at least twice a year and
e oversees the accounting, auditing and financial reporting processes of each of the Funds;
e hires (and fires, if needed) the Funds’ independent registered public accounting firm;

e pre-approves all audit, audit-related and non-audit services to be provided by the independent
registered public accounting firm to the Funds and certain Fund affiliates;

* reviews with the independent registered public accounting firm the proposed scope of, and fees for,
their audit, the registered public accounting firm’s independence, and the staffing of the audit team of
the Funds;

e receives and considers a report from the independent registered public accounting firm concerning their
conduct of the audit, including any comments or recommendations they might want to make in that
connection;

e considers all critical accounting policies and practices to be used by each of the Funds and any
proposed alternative treatments thereof; and

e investigates any improprieties or suspected improprieties in the operations of each of the Funds.
Nominating and Governance Committee. Steven Grenadier serves as the Chairman of the Nominating and

Governance Committee. The Nominating and Governance Committee normally meets once a year and as
necessary to address governance issues and:

e reviews and assesses the adequacy of the Board’s ongoing adherence to industry corporate governance
best practices and makes recommendations as to any appropriate changes;

e reviews and makes recommendations to the Board regarding Trustee compensation and expense
reimbursement policies;

e undertakes periodically to coordinate and facilitate evaluations of the Board and recommend
improvements, as appropriate; and

e meets with the Funds’ management to review reports and other information concerning the status of the
Funds’ operations, procedures, and processes.

28



If there is a vacancy on the Board, the Nominating and Governance Committee will:
e identify and evaluate potential candidates to fill any such vacancy on the Board;

* select from among the potential candidates a nominee to be presented to the full Board for its
consideration; and

e recommend to the Board a nominee to fill any such vacancy.

When seeking suggestions for nominees to serve as independent trustees, the Nominating and Governance
Committee may consider suggestions from anyone it deems appropriate. When seeking to fill a position on the
Board previously held by an Interested Trustee, the Nominating and Governance Committee will consider the
views and recommendations of the Adviser. The Nominating and Governance Committee may consider qualified
Trustee nominations submitted by shareholders. Fund shareholders who wish to recommend a nominee should
send nominations to the Secretary of the Trust that include biographical information and set forth the
qualifications of the proposed nominee.

Fund Ownership of the Trustees

The following table sets forth, for each Trustee, the dollar range of shares owned in a Fund as of
December 31, 2010, as well as the aggregate dollar range of shares owned by the Trustee in the Trust as of the
same date:

Aggregate Dollar Range of
Equity Securities in All
Registered Investment

Companies Overseen by
Director in Family of

Name of Trustee Dollar Range of Equity Securities in the Fund Investment Companies
Name of Fund Dollar Range

Timothy K. Armour AQR Diversified Arbitrage Fund Over $100,000 Over $100,000
Steven Grenadier None None
L. Joe Moravy AQR Diversified Arbitrage Fund $10,001-$50,000

AQR International Momentum Fund $1-$10,000

AQR Small Cap Momentum Fund $10,001-$50,000 $50,001-$100,000
David Kabiller* AQR Diversified Arbitrage Fund $10,001-$50,000

AQR Momentum Fund Over $100,000

AQR Small Cap Momentum Fund Over $100,000

AQR International Momentum Fund Over $100,000

AQR International Equity Fund Over $100,000

AQR Global Equity Fund Over $100,000

AQR Managed Futures Strategy Fund Over $100,000 Over $100,000

* Information is provided as of April 1, 2010.

Fund Ownership of the Trustees and Officers
As of April 1, 2010, the Trustees and Officers of the Trust owned an aggregate of:
e less than 1% of the AQR Diversified Arbitrage Fund
e less than 1% of the AQR International Equity Fund
e less than 1% of the AQR Global Equity Fund
e approximately 4.52% of the AQR Momentum Fund
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e approximately 10.29% of the AQR Small Cap Momentum Fund
e approximately 1.32% of the AQR International Momentum Fund

e approximately 1.49% of the AQR Managed Futures Strategy Fund

Compensation of Trustees and Certain Officers

Officers of the Trust and Trustees who are interested persons of the Trust do not receive any compensation
from the Trust. The annual retainer paid to Disinterested Trustees is $20,000 and the Trustees also will receive a
$4,000 per meeting fee for regularly scheduled meetings, plus $1,500 per extraordinary telephonic meeting. The
Chairman of the Board receives an additional $7,500 annual retainer effective March 31, 2010. The Audit
Committee Chairman receives an additional $2,000 annual retainer. All Trustees are reimbursed for their travel
expenses and other reasonable out-of-pocket expenses incurred in connection with attending Board meetings
(these other expenses are subject to Board review to ensure that they are not excessive). The Trust does not pay
any pension or retirement benefits.

Prior to the Trust’s commencement of operations, each Disinterested Trustee was compensated $4,000 for
his or her service as a Trustee. The table below shows the compensation that was paid to the Disinterested
Trustees for the Fund’s fiscal year ended December 31, 2009:

COMPENSATION TABLE
Estimated Annual Benefits upon Aggregate Compensation
Name of Person, Position Retirement from the Trust
Timothy K. Armour, Disinterested Trustee ............. None $39,000
Steven Grenadier, Disinterested Trustee ............... None $39,000
L. Joe Moravy, Disinterested Trustee ................. None $41,000

Personal Trading

The Trust, Adviser and Sub-Adviser have each adopted a code of ethics, which puts restrictions on the
timing of personal trading in relation to trades by the Funds and other advisory clients of the Adviser,
Sub-Adviser and their affiliates. The codes of ethics, which were adopted in accordance with Rule 17j-1 under
the 1940 Act and Rule 204A-1 under the Investment Advisers Act of 1940, as amended (the “Investment
Advisers Act”), as appropriate, describe the fiduciary duties owed to shareholders of the Funds and to other
advisory accounts by all Trustees, officers, members and employees of the Trust, and by the Adviser and
Sub-Adviser; establish procedures for personal investing; and restrict certain transactions.

The Funds’ distributor, ALPS Distributors, Inc. (the “Distributor”) has also adopted a code of ethics
governing the personal trading activities of its directors, officers and employees, which contains comparable
restrictions.

Proxy Voting Policies and Procedures

The Adviser and Sub-Adviser have adopted joint written proxy voting policies and procedures (‘“Proxy
Policies™) as required by Rule 206(4)-6 under the Investment Advisers Act, consistent with their fiduciary
obligations. The Trust has delegated proxy voting responsibilities with respect to each Fund to the Adviser,
subject to the general oversight of the Board. The Proxy Policies have been approved by the Trust as the policies
and procedures that the Adviser and Sub-Adviser will use when voting proxies on behalf of the Funds. A copy of
the Proxy Policies is attached as Appendix A to this SAIL
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Information about how each Fund voted proxies relating to portfolio securities held during the most recent
12-month period ended June 30 will be available no later than August 31, of each year: (i) on the Funds’ web site
at www.aqrfunds.com; (ii) without charge, upon request, by calling 1-866-290-2688 or (iii) on the SEC’s web
site at http://www.sec.gov.

Portfolio Holdings Disclosure

Within 15 days following the end of each calendar quarter, each Fund, other than the AQR Global Equity
Fund and the AQR International Equity Fund, will make available a complete uncertified schedule of its portfolio
holdings as of the end of the quarter. Within 15 days following the end of each calendar month, each of the AQR
Global Equity Fund and the AQR International Equity Fund will make available a complete uncertified schedule
of its portfolio holdings as of the end of the month. Each Fund will make its portfolio holdings information
available to the general public on the Funds’ web site at www.aqrfunds.com.

Portfolio holdings of each Fund will also be disclosed on a quarterly basis no later than sixty (60) days
following the end of the preceding quarter on forms required to be filed with the SEC as follows: (i) portfolio
holdings as of the end of each fiscal year will be filed as part of the annual report filed on Form N-CSR;

(i) portfolio holdings as of the end of the first and third fiscal quarters will be filed on Form N-Q; and

(iii) portfolio holdings as of the end of the six month period will be filed as part of the semi-annual report filed on
Form N-CSR. The Trust’s Forms N-CSR and Forms N-Q will be available on the SEC web site at http://
WWW.SEeC.gov.

Non-public information regarding a Fund, including portfolio holdings information, may be disclosed more
frequently or in advance of the website posting or its filing with the SEC on the EDGAR filing system to agents,
service providers, analysts, rating agencies, pricing services, proxy voting services or others including the
following: advisers and sub-advisers to the Funds, independent registered public accountants, counsel,
administrator, transfer agent or custodian, who require access to such information in order to fulfill their
contractual duties to the Funds. The provision of such information is subject to a contractual duty of
confidentiality, whether in the form of a stand alone confidentiality agreement or in the form of a provision in a
broader contract. In addition, in connection with the purchase and sale of portfolio securities and in the course of
seeking best execution, the Adviser and Sub-Adviser provide information regarding individual portfolio holdings
to broker-dealers who may be selected to execute trades for the Funds. The Securities Exchange Act of 1934, as
amended, and the rules of the Financial Industry Regulatory Authority (“FINRA”) provide limitations on a
broker-dealer’s ability to trade for its own accounts or the accounts of others on the basis of such information. In
addition, in connection with a redemption in kind, the redeeming shareholder may be required to agree to keep
the information about the securities to be so distributed confidential, except to the extent necessary to dispose of
the securities.

Effective August 28, 2009, the Adviser makes available certain additional information about the AQR
International Equity Fund on the AQR Funds website (www.aqrfunds.com). The Adviser posts monthly
performance information relative to the Fund’s benchmark index, the MSCI EAFE Index. The performance
information is available on or about the fifth calendar day of each month. The Adviser also posts information
about the Fund’s performance attribution, including contributors/detractors to Fund performance, the Fund’s
country and sector exposures and the general characteristics about the Fund’s portfolio. The Fund’s performance
attribution information is available on or about the fifth Business Day of each month.

Effective December 29, 2009, the Adviser makes available certain additional information about the AQR
Global Equity Fund on the AQR Funds website (www.aqrfunds.com). The Adviser will post monthly
performance information relative to the Fund’s benchmark index, the MSCI World Index. The performance
information will be available on or about the fifth calendar day of each month. The Adviser also will post
information about the Fund’s performance attribution, including contributors/detractors to Fund performance, the
Fund’s country and sector exposures and the general characteristics about the Fund’s portfolio. The Fund’s
performance attribution information will be available on or about the fifth Business Day of each month.
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Other than as noted above, non-public information regarding a Fund, including portfolio holdings
information, may not be released to any party prior to its being posted on the Funds’ website or filed with the
SEC through the EDGAR filing system without the specific prior written consent of an executive officer of the
Trust, which consent must identify the party to receive such information, the frequency of such disclosures and
the business purpose therefore. The Trust’s Chief Compliance Officer and the executive officers of the Trust
monitor the release of non-public information regarding the Trust. In order to assess whether there are any
conflicts between the interests of the Funds’ shareholders and the interests of the Adviser, the Sub-Adviser or
their affiliates, the Trustees will review at each regular meeting of the Board of Trustees the information related
to any such written approvals that have been approved by the Adviser or Sub-Adviser since the last regular
meeting of the Board of Trustees.

The Chief Compliance Officer of the Trust is responsible for ensuring that the Funds have adopted and
implemented policies and procedures reasonably designed to ensure compliance with the Trust’s portfolio
holdings disclosure policy and, to the extent necessary, the Chief Compliance Officer and/or his or her designee
shall monitor the Funds with this policy.

Any exceptions to the policy may be made only if approved by the Chief Compliance Officer of the Trust
upon determining that the exception is in the best interests of the Funds and their shareholders. The Chief
Compliance Officer must report any exceptions made to the policy to the Trustees at its next regularly scheduled
meeting.

Each violation of the disclosure policy must be reported to the Chief Compliance Officer. If the Chief
Compliance Officer, in the exercise of his or her duties, deems that such violation constitutes a “Material
Compliance Matter” within the meaning of Rule 38a-1 under the Investment Company Act, he or she shall report
it to the applicable Trustees, as required by Rule 38a-1.

The Trustees reserve the right to amend the Trust’s policies and procedures regarding the disclosure of
portfolio holdings at any time and from time to time without prior notice and in their sole discretion. The Board
of Trustees also considers the reports and recommendations of the Trust’s Chief Compliance Officer regarding
any material compliance matters that may arise with respect to the disclosure of portfolio holdings information
and periodically, as required under the circumstances, considers whether to approve or ratify any amendment to
the Trust’s policies and procedures regarding the dissemination of portfolio holdings information.
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INVESTMENT ADVISORY AND OTHER SERVICES

Investment Adviser

The Adviser, AQR Capital Management, LL.C, Two Greenwich Plaza, 3rd Floor, Greenwich, CT 06830,
serves as the investment adviser to each of the Funds pursuant to an Investment Advisory Agreement entered into
by the Trust, on behalf of each of the Funds (the “Advisory Agreement”). Subject to the general supervision of
the Board of Trustees, under the terms of the Advisory Agreement, the Adviser furnishes a continuous
investment program for each Fund’s portfolio, makes day-to-day investment decisions for each Fund, and
manages each of the Funds’ investments in accordance with the stated policies of the Fund. The Adviser is also
responsible for selecting brokers and dealers to execute purchase and sale orders for the portfolio transactions of
each Fund, subject to its obligation to seek best execution. The Adviser provides persons satisfactory to the
Trustees to serve as officers of the Funds. Such officers, as well as certain other employees and Trustees of the
Trust, may be directors, officers, or employees of the Adviser.

Under the Advisory Agreement, the Funds pay the Adviser a management fee on a monthly basis in an
amount equal to the following amounts annually of the average daily net assets of each of the Funds:

Fund: Management Fee:
AQR Global Equity Fund ....................... 0.40%
AQR International Equity Fund .................. 0.45%
AQR Diversified Arbitrage Fund ................. 0.70%
AQR Momentum Fund ......................... 0.25%
AQR Small Cap Momentum Fund ................ 0.35%
AQR International Momentum Fund .............. 0.35%
AQR Managed Futures Strategy Fund . ............ 1.05%

For the fiscal year period ended December 31, 2009, the Trust paid the Adviser management fees (after
waivers), and the Adviser waived management fees and reimbursed expenses, as follows:

Fees Paid
(After Waivers
and
Funds Reimbursements) Waivers Reimbursements
AQR Global Equity Fund! ......... ... ... ... ... .. .. ..... N/A N/A N/A
AQR International Equity Fund2 . ........................... $ 0 $525,840 $ 0
AQR Diversified Arbitrage Fund3 .......................... $ 0 $476,426 $ 0
AQR Momentum Fund* ........... .. .. .. .. .. .. ... ... ..... $ 0 $ 5,345 $116,707
AQR Small Cap Momentum Fund* ......................... $ 0 $ 4942 $117,532
AQR International Momentum Fund* . ....................... $ O $ 21,492 $ 90,836
AQR Managed Futures Strategy Fund! ...................... N/A N/A N/A

The Fund paid no advisory fees during the period because the Fund had not yet commenced operations.
For the period August 28, 2009 through December 31, 2009.

For the period January 15, 2009 through December 31, 2009.

For the period July 9, 2009 through December 31, 2009.

AW N =

In addition to the payments to the Adviser under the Advisory Agreement described above, each Fund pays
certain other costs of its operations including (a) custody, transfer agency and dividend disbursing expenses,
(b) certain amounts paid to intermediaries in recognition of the transfer agency costs avoided by the Funds as a
result of the customer recordkeeping activities of the intermediaries, (c) distribution related fees for the Class N
shares, (d) fees of Trustees who are not affiliated with the Adviser, (e) legal and auditing expenses, (f) litigation
expenses, (g) clerical, accounting and other office costs, (h) costs of printing the Funds’ prospectuses and
shareholder reports for current shareholders, (i) costs of maintaining the Trust’s existence, (j) interest charges,
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taxes, brokerage fees and commissions, (k) costs of stationery and supplies, (1) expenses and fees related to
registration and filing with the SEC and with state regulatory authorities, and (m) upon the approval of the Board
of Trustees, costs of personnel of the Adviser or its affiliates rendering clerical, accounting and other office
services.

The Adviser may, from time to time, make payments to financial intermediaries for certain distribution,
sub-administration, sub-transfer agency or other shareholder services provided to Class N, Class I and Class L
shareholders of the Funds whose shares are held of record in certain omnibus accounts and other group accounts
(e.g., a fund “supermarket” account). The Adviser makes any such payments out of the Adviser’s own resources
without additional cost to the Funds or their shareholders.

Investment Sub-Adviser

The Trust and Adviser have retained the Sub-Adviser, CNH Partners, LLC, Two Greenwich Plaza, 15t Floor,
Greenwich, CT 06830, to serve as the investment sub-adviser to the Diversified Arbitrage Fund pursuant to an
investment sub-advisory agreement (the “Sub-Advisory Agreement”). Subject to the general supervision of the
Board of Trustees and Adviser, under the terms of the Sub-Advisory Agreement, the Sub-Adviser furnishes a
continuous investment program for the Fund’s portfolio, makes day-to-day investment decisions for the Fund,
and manages the Fund’s investments in accordance with the stated policies of the Fund. The Sub-Adviser is also
responsible for selecting brokers and dealers to execute purchase and sale orders for the portfolio transactions of
the Fund, subject to its obligation to seek best execution. The Adviser compensates the Sub-Adviser out of the
management fee the Adviser receives for managing AQR Diversified Arbitrage Fund a fee payable monthly
equal to 0.70% annually of the average daily net assets for the AQR Diversified Arbitrage Fund. For the period
January 15, 2009 through December 31, 2009, the Adviser paid the Sub-Adviser $476,426.

Portfolio Manager Compensation

Compensation for Portfolio Managers that are Principals: The compensation for each of the portfolio
managers that are a Principal of the Adviser or Sub-Adviser, as applicable, is in the form of distributions based
on the revenues generated by the Adviser or Sub-Adviser, as the case may be. Distributions to each portfolio
manager are based on cumulative research, leadership and other contributions to the Adviser or Sub-Adviser.
Revenue distributions are also a function of assets under management and performance of the Funds. There is no
direct linkage between performance and compensation. However, there is an indirect linkage in that superior
performance tends to attract assets and thus increase revenues.

Compensation for Portfolio Managers that are not Principals: The compensation for the portfolio
managers that are not Principals of the Adviser primarily consists of a fixed base salary and a discretionary
bonus. Under the Adviser’s salary administration system, salary increases are granted on a merit basis, and in this
regard, salaries are reviewed at least annually under a formal review program. Job performance contributes
significantly to the determination of any salary increase; other factors, such as seniority and contributions to the
Adviser are also considered. Discretionary bonuses are determined by the portfolio manager’s individual
performance, including efficiency, contributions to the Adviser and quality of work performed. A portfolio
manager’s performance is not based on any specific fund’s or strategy’s performance, but is affected by the
overall performance of the firm.
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Portfolio Manager Holdings

The dollar range of equity securities of each Fund listed below beneficially owned by the portfolio managers
of such Fund as of February 28, 2010, unless noted otherwise, is as follows:

Dollar Range of Equity Securities

Portfolio Manager Name of Fund Beneficially Owned
Cliff Asness, Ph.D AQR Momentum Fund Over $100,000
AQR Small Cap Momentum Fund Over $100,000
AQR International Momentum Fund Over $100,000
AQR Managed Futures Strategy Over $100,000
John Liew, Ph.D. AQR Managed Futures Strategy Over $100,000
Jacques Friedman AQR Momentum Fund None
AQR Small Cap Momentum Fund None
AQR International Momentum Fund None
Brian Hurst AQR Managed Futures Strategy Fund None
Ronen Israel AQR Diversified Arbitrage Fund None
AQR Momentum Fund Over $100,000
AQR Small Cap Momentum Fund Over $100,000
AQR International Momentum Fund Over $100,000
Mark Mitchell, Ph.D. AQR Diversified Arbitrage Fund Over $100,000
Lars Nielsen AQR Diversified Arbitrage Fund None
AQR Momentum Fund None
AQR Small Cap Momentum Fund None
AQR International Momentum Fund None
Lasse Pedersen, Ph.D. AQR Managed Futures Strategy Fund None
Todd Pulvino, Ph.D. AQR Diversified Arbitrage Fund Over $100,000
Yao Hua Ooi AQR Managed Futures Strategy Fund Under $100,000
Other Accounts Managed

Each of the portfolio managers is also responsible for managing other accounts in addition to the respective
Fund or Funds which he manages, including other accounts of the Adviser, the Sub-Adviser, or their affiliates,
such as separately managed accounts for foundations, endowments, pension plans, and high net-worth families.
Other accounts may also include accounts managed by the portfolio managers in a personal or other capacity, and
may include registered investment companies and unregistered investment companies relying on either
Section 3(c)(1) or Section 3(c)(7) of the 1940 Act (such companies are commonly referred to as “hedge funds”).
Management of other accounts in addition to the Funds can present certain conflicts of interest, as described
below.

From time to time, potential conflicts of interest may arise between a portfolio manager’s management of
the investments of a Fund, on the one hand, and the management of other accounts, on the other. The other
accounts might have similar investment objectives or strategies as the Funds, or otherwise hold, purchase, or sell
securities that are eligible to be held, purchased or sold by the Funds. Because of their positions with the Funds,
the portfolio managers know the size, timing and possible market impact of a Fund’s trades. It is theoretically
possible that the portfolio managers could use this information to the advantage of other accounts they manage
and to the possible detriment of a Fund. A potential conflict of interest may arise as a result of the portfolio
manager’s management of a number of accounts with similar investment guidelines. Often, an investment
opportunity may be suitable for both a Fund and other accounts managed by the Adviser or Sub-Adviser, but may

35



not be available in sufficient quantities for both the Fund and the other accounts to participate fully. Similarly, there may be limited
opportunity to sell an investment held by a Fund and another account. Whenever decisions are made to buy or sell securities by the
Fund and one or more of the other accounts simultaneously, the Adviser, Sub-Adviser or portfolio manager may aggregate the
purchases and sales of the securities and will allocate the securities transactions in a manner that it believes to be equitable under
the circumstances. As a result of the allocations, there may be instances where the Fund will not participate in a transaction that is
allocated among other accounts or that may not be allocated the full amount of the securities sought to be traded. While these
aggregation and allocation policies could have a detrimental effect on the price or amount of the securities available to the Fund
from time to time, it is the opinion of the Adviser or Sub-Adviser, as applicable, that the overall benefits outweigh any
disadvantages that may arise from this practice.

The Adviser, Sub-Adviser and the Funds’ portfolio managers may also face a conflict of interest where some accounts pay
higher fees to the Adviser than others, such as by means of performance fees.

The Adviser and Sub-Adviser have implemented specific policies and procedures (e.g., a code of ethics and trade allocation
policies) to seek to address potential conflicts that may arise in connection with the management of the Funds, separately managed
accounts and other accounts.

The following table indicates the number of accounts and assets under management (in millions) for each type of account
managed as of February 28, 2010.

NUMBER OF OTHER ACCOUNTS AND ASSETS
NUMBER OF OTHER ACCOUNTS MANAGED AND FOR WHICH THE ADVISORY FEE IS BASED ON

ASSETS BY ACCOUNT TYPE PERFORMANCE
FUNDS OTHER OTHER
MANAGED BY REGISTERED POOLED REGISTERED POOLED
PORTFOLIO PORTFOLIO INVESTMENT INVESTMENT OTHER INVESTMENT INVESTMENT OTHER
MANAGER MANAGER COMPANY VEHICLES ACCOUNTS COMPANY VEHICLES ACCOUNTS
Assets Assets Assets Assets Assets Assets
Under Under Under Under Under Under
#of  Manage- #of Manage-  #of Manage- #of Manage- #of  Manage- #of  Manage-
Accts. ment Accts. ment Accts. ment Accts. ment Accts. ment Accts. ment
Clifford S. Asness . ... $22,816,192,879 16 2,247,811,900 47 7,676,648,164 52 12,891,732,815 1 26,731,386 37 5,898,177,289 7 1,828,607,338
John M. Liew ....... $17,119,379,359 10 1,756,523,061 32 6,620,183,197 27 8,742,673,101 1 26,731,386 25 4,904,161,955 4 1,552,695,326
Oktay Kurbanov .. ... $17,119,379,359 10 1,756,523,061 32 6,620,183,197 27 8,742,673,101 1 26,731,386 25 4,904,161,955 4 1,552,695,326
Brian Hurst ......... $17,119,379,359 10 1,756,523,061 32 6,620,183,197 27  8,742,673,101 1 26,731,386 25 4,904,161,955 4 1,552,695,326
Jacques A.

Friedman ......... $21,044,396,937 14 1,868,554,967 38 6,450,600,859 51 12,725241,111 1 26,731,386 27 4,571,045,619 7 1,763,199,999
Ronen Israel ........ $21,044,396,937 14 1,868,554,967 38 6,450,600,859 51 12,725241,111 1 26,731,386 27 4,571,045,619 7 1,763,199,999
Lars Nielsen ........ $21,044,396,937 14 1,868,554,967 38 6,450,600,859 51 12,725241,111 1 26,731,386 27 4,571,045,619 7 1,763,199,999
Mark Mitchell ....... $ 1,178,069,946 1 320,529,431 4 777,570,681 1 79,969,834 0 — 4 777,570,681 1 79,969,834
Todd Pulvino . ....... $ 1,178,069,946 1 320,529,431 4 777,570,681 1 79,969,834 0 — 4 777,570,681 1 79,969,834
Lasse Pedersen ...... $ 381,431,869 O — 4 381,431,869 0 — 0 — 4 381,431,869 0 —
YaoHua ........... $ 1,815,707,879 0 — 8 1,688,702,848 1 127,005,031 0 — 2 83,791,001 0 —

Administrator and Fund Accountant

On behalf of the Funds, the Trust has entered into an Fund Administration and Accounting Agreement (the “Administration
Agreement”) with The Bank of New York Mellon (“Administrator”’) located at 101 Barclay Street, New York, NY 10286. Under
the Administration Agreement, the Administrator’s services include, but are not limited to, the following: preparing minutes of
meetings of the Board of Trustees and assisting the Secretary of the Trust in preparing for quarterly meetings of the Board of
Trustees; performing certain compliance tests for the Trust; participating in the periodic update of the Trust’s registration statement
and coordinating in the preparation, filing, printing and dissemination of certain other Trust filings and documents; preparing
workpapers supporting the preparation of federal, state and local income tax returns for the Trust; establishing appropriate expense
accruals, maintaining expense files and coordinating the payment of invoices for the Trust.
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Under the Fund Administration and Accounting Agreement, the Administrator is entitled to receive an
annual asset-based fee from the Trust, computed daily and payable monthly based on monthly gross adjusted
assets for administrative and fund accounting services of: 4.0 basis points (0.04%) annually on the first $1 billion
in total gross adjusted assets; 2.5 basis points (0.025%) annually on the next $2 billion in total gross adjusted
assets; and 2.0 basis points (0.02%) annually on assets in excess of $3 billion in total gross adjusted assets. The
Trust also: (i) pays the Administrator fixed, separate fees of $15,000 per Fund per year for corporate governance
related services and $5,000 per Fund per year for fair valuation pricing services and (ii) reimburses the
Administrator for certain of its out-of-pocket expenses. There is a minimum fee of $5,800 per Fund per year for
services other than the corporate governance services. The minimum fee will be calculated based on the number
of Funds and applied at the relationship level.

The Administration Agreement continues in effect indefinitely unless it is terminated by either party in
accordance with its terms. The Trust may terminate the Administration Agreement at any time by giving 60 days
prior notice to the Administrator. The Trust also will have the option to extend the notice period up to an
additional 30 days. The Administrator may terminate the Administration Agreement at any time by giving 90
days prior notice to the Trust.

For the fiscal year period ended December 31, 2009, the Trust paid the Administrator administration fees, as
follows:

Funds Fees Paid
AQR Global Equity Fund! . ...... ... .. ... ... ... ... N/A
AQR International Equity Fund? ....................... $74,070
AQR Diversified Arbitrage Fund? . ..................... $73,646
AQR Momentum Fund* . ........ ... ... ... ... ... ...... $30,291
AQR Small Cap Momentum Fund* ..................... $30,255
AQR International Momentum Fund* . .................. $30,332
AQR Managed Futures Strategy Fund! .................. N/A

1 The Fund paid no fees during the period because the Fund had not yet commenced operations.

2 For the period August 28, 2009 through December 31, 2009.

3 For the period January 15, 2009 through December 31, 2009.

4 For the period July 9, 2009 through December 31, 2009.

Distributor

The Trust has entered into a Distribution Agreement, on behalf of each Fund, with the Distributor, ALPS
Distributors, Inc. pursuant to which the Distributor acts as distributor for each Fund and acts as agent for the each
Fund in selling its shares to the public. ALPS Distributors, Inc. is located at 1290 Broadway, Suite 1100, Denver,
CO 80203. The Distributor offers shares of the Funds on a continuous basis and may engage in advertising and
solicitation activities in connection therewith. The Distributor is not obligated to sell any certain number of
shares of the Funds. The Distributor also reviews advertisements and acts as liaison for broker-dealer
relationships. Investors purchasing or redeeming shares of a Fund through another financial institution should
read any materials and information provided by the financial institution to acquaint themselves with its
procedures and any fees that the institution may charge.

The Distribution Agreement continues in effect until December 7, 2010 and shall continue in effect for
successive one-year periods ending each December 7t provided such continuance is specifically approved at
least annually by (i) the Board of Trustees or (ii) the vote of a majority of outstanding shares of the Fund, and
provided that in either event the continuance is also approved by a majority of the Trust’s Board of Trustees who
are not “interested persons” (as defined in the 1940 Act) of any party to the Distribution Agreement.
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Distribution Plan

The Board has adopted a Distribution Plan pursuant to Rule 12b-1 under the 1940 Act with respect to the
Class N shares of the Fund (the “12b-1 Plan”). Under the 12b-1 Plan, the Class N shares of each Fund pay a
distribution fee of 0.25% to the Distributor as compensation for distribution activities related to Class N shares of
each Fund. Because these fees are paid out of each Fund’s assets on an on-going basis, over time these fees will
increase the cost of an investment and may cost a shareholder more than paying other types of sales charges. The
12b-1 Plan provides that the distribution fees are payable to the Distributor regardless of the amounts actually
expended by the Distributor.

Authorized distribution expenses include the Distributor’s interest expense and profit. The Distributor
anticipates that actual expenditures on distribution will substantially exceed the distribution fee received by it
during the early years of the operation of the 12b-1 Plan. In later years, its expenditures may be less than the
distribution fee, thus enabling the Distributor to realize a profit in those years.

If the 12b-1 Plan is terminated with respect to a Fund, the Fund will owe no payments to the Distributor
other than fees accrued but unpaid on the termination date. The 12b-1 Plan may be terminated only by specific
action of the Trustees or shareholders.

The 12b-1 Plan shall continue in effect from year to year with respect to each Fund, provided such
continuance is approved at least annually by the Trustees or by a vote of a majority of the outstanding voting
securities of the Fund (as defined in the 1940 Act and the rules thereunder) and, in either case, by a majority of
the Independent Trustees. The 12b-1 Plan may not be amended to increase materially the amount to be spent for
the services described therein without approval of the shareholders of the Class N shares of a Fund, and all
material amendments of a 12b-1 Plan must also be approved by the Trustees in the manner described above. The
12b-1 Plan may be terminated with respect to a Fund at any time, without payment of any penalty, by vote of a
majority of the Independent Trustees, or by a vote of a majority of the outstanding voting securities of the
affected Fund (as defined in the 1940 Act) on not more than 60 days’ written notice to any other party to the
12b-1 Plan. So long as the 12b-1 Plan is in effect, the selection and nomination of Trustees who are not such
interested persons has been committed to those Trustees who are not such interested persons.

Pursuant to the 12b-1 Plan, the Distributor shall provide the Trust for review by the Trustees, and the
Trustees shall review at least quarterly, a written report of the amounts expended under the 12b-1 Plan. In the
Trustees’ quarterly review of the 12b-1 Plan, they will consider its continued appropriateness and the level of
compensation provided therein. The Trustees have determined that, in their judgment, there is a reasonable
likelihood that the 12b-1 Plan will benefit the respective Funds and their shareholders.

The table below provide information for the period ended December 31, 2009 about the 12b-1 fees each
Fund paid to the Distributor under the Trust’s 12b-1 Plan.

Funds Fees Paid
AQR Global Equity Fund! . ...... ... .. ... ... ... ... N/A
AQR International Equity Fund? ....................... None
AQR Diversified Arbitrage Fund? . ............. ... ..... $70,114
AQR Managed Futures Strategy Fund! .................. N/A

1 The Fund paid no 12b-1 fees during the period because the Fund had not yet commenced operations.
2 For the period August 28, 2009 through December 31, 2009.
3 For the period January 15, 2009 through December 31, 2009.
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Custodian

The Custodian, The Bank of New York Mellon, located at 101 Barclay Street, New York, NY 10286, is
each Fund’s custodian. The Custodian has no part in determining the investment policies of the Funds or which
securities are to be purchased or sold by a Fund. Under a custody agreement with the Trust, on behalf of the
Funds, the Custodian holds each Fund’s securities and maintains all necessary accounts and records.

For the fiscal year period ended December 31, 2009, the Trust paid the Custodian fees, as follows:

Funds Fees Paid
AQR Global Equity Fund! . ...... ... .. ... ... ... ... N/A
AQR International Equity Fund? ....................... $24,122
AQR Diversified Arbitrage Fund3 ...................... $19,763
AQR Momentum Fund* . ........ ... ... ... ... ... ...... $ 2,625
AQR Small Cap Momentum Fund4 ..................... $ 2,607
AQR International Momentum Fund* . .................. $ 6,570
AQR Managed Futures Strategy Fund! .................. N/A

The Fund paid no fees during the period because the Fund had not yet commenced operations.
For the period August 28, 2009 through December 31, 2009.

For the period January 15, 2009 through December 31, 2009.

For the period July 9, 2009 through December 31, 2009.

AW N =

Transfer Agent and Dividend Disbursing Agent

ALPS Fund Services, Inc., located at 1290 Broadway, Suite 1100, Denver, CO 80203, has been retained to
serve as the Funds’ transfer agent and dividend disbursing agent.

For the fiscal year period ended December 31, 2009, the Trust paid the Transfer Agent and Dividend
Disbursing Agent fees, as follows:

Funds Fees Paid
AQR Global Equity Fund! ............................ N/A
AQR International Equity Fund? ....................... $19,750
AQR Diversified Arbitrage Fund® ...................... $75,098
AQR Momentum Fund* . .......... ... ... ............ $12,714
AQR Small Cap Momentum Fund* .. ................... $12,587
AQR International Momentum Fund* ................... $12,894
AQR Managed Futures Strategy Fund! .................. N/A

The Fund paid no fees during the period because the Fund had not yet commenced operations.
For the period August 28, 2009 through December 31, 2009.

For the period January 15, 2009 through December 31, 2009.

For the period July 9, 2009 through December 31, 2009.

AW N =

Shareholder Services Agreement

The Trust has entered into a Shareholder Services Agreement with respect to each Class of Shares of each
Fund other than the AQR Managed Futures Strategy Fund. Under the Shareholder Services Agreement, each
Fund pays the Adviser a fee for providing or arranging for the provision of certain services to shareholders of the
Fund of up to 0.35%, 0.30%, 0.25% and 0.15%, annually of the Fund’s average daily net assets for Class N
shares, Class I Shares, Class Y shares and Class L shares, respectively.
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For the fiscal year period ended December 31, 2009, the Trust paid the Adviser shareholder service fees, as
follows:

Fees Paid
Funds (After Waivers) Waivers
AQR Global Equity Fund! .............. N/A N/A
AQR International Equity Fund? ......... $286,617 $ 7,017
AQR Diversified Arbitrage Fund? ........ $168,862 $49,343
AQR Momentum Fund4 ................ $ 0 $ 3,207
AQR Small Cap Momentum Fund* ....... $ 0 $ 2,118
AQR International Momentum Fund* ... .. $ 0 $ 9,211

1 The Fund paid no shareholder service fees during the period because the Fund had not yet commenced
operations.

2 For the period August 28, 2009 through December 31, 2009.

For the period January 15, 2009 through December 31, 2009.

4 For the period July 9, 2009 through December 31, 2009.

(O8]
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DETERMINATION OF NET ASSET VALUE

Each Fund’s net asset value (“NAV”) is computed as of the scheduled close of trading on the New York
Stock Exchange (the “NYSE”) (normally 4:00 p.m. Eastern time) on each day during which the NYSE is open
for trading. If the NYSE closes at any other time, or if an emergency exists, transaction deadlines and NAV
calculations may occur at different times. The NAV per share of each Fund is computed by dividing the total
current value of the assets of the Fund attributable to a class, less class liabilities, by the total number of shares of
that class of the Fund outstanding at the time such computation is made.

The Funds’ portfolio securities are valued as of the close of business of the regular session of trading on the
NYSE (normally 4:00 p.m. Eastern time). Securities traded on a national stock exchange or quoted by NASDAQ
are valued at the NASDAQ Official Closing Price. Securities traded in the over-the-counter market, and which
are not quoted by NASDAQ), are valued at the last sale price, if available, otherwise at the last quoted bid price.
Futures contracts are generally valued at the last quoted sales price on the applicable valuation date.

The Funds normally value equity securities and futures contracts primarily traded on North American,
Central American, South American and Caribbean markets as described above. However, the Funds have
implemented and normally use fair value pricing on a daily basis for all equity securities that are not primarily
traded on North American, Central American, South American and Caribbean markets because trading in these
securities typically is completed at times that vary significantly from the closing of the NYSE. This fair value
pricing process for foreign equity securities uses the quotations of an independent pricing service to value each
such security unless (i) the pricing service does not provide prices for the security, in which event the Fund may
use market value or fair value in accordance with the Trust’s Valuation Procedures or (ii) the Trust’s Valuation
Committee determines that (a) a quote provided by the service does not accurately reflect the value of the
security and (b) the use of another fair valuation methodology is appropriate.

Futures contracts that are not primarily traded on North American, Central American, South American and
Caribbean markets are normally valued at the settlement price of the exchange on which it is traded. If the Fund
or the Adviser determine that the settlement price of the foreign exchange is not reliable, the futures contract will
be valued based on its fair value as determined in accordance with the valuation procedures approved by the
Board of Trustees.

Securities for which market quotations or independent pricing service quotations are not readily available or
which are not readily marketable and all other assets of the Funds are valued at fair value using Valuation
Procedures for the Funds, which have been approved by the Board of Trustees. The procedures require that the
Valuation Committee, as designated from time to time, meet on an as-needed basis to value any securities or
other assets for which prices or valuations are not readily determinable by the Funds’ pricing agent. The
Valuation Committee considers time-sensitive valuation issues, including those relating to market closures,
changes in illiquid security values and other events that may have a potentially material impact on security
values. At each regular meeting of the Board of Trustees held during a quarter following a meeting of the
Valuation Committee, the Valuation Committee presents a written report for the Board’s review and approval
that discusses the procedures and practices employed in connection with any action taken by the Committee
during the prior period. In addition, the Valuation Committee annually reviews all the valuation methodologies
used by it and takes any actions necessary to ensure that appropriate procedures and internal controls are in place
to address valuation issues. A written report of this review is presented annually to the Board of Trustees for its
review.
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Calculation of Offering Price

An illustration of the calculation of the offering price for the outstanding shares of each Fund (Class L for
each of the AQR Momentum Fund, AQR International Momentum Fund and AQR Small Cap Momentum Fund,
and Class I for each of the AQR International Equity Fund and the AQR Diversified Arbitrage Fund) based on
the value of that Fund’s net assets and number of shares outstanding on December 31, 20009 is set forth below.

AQR AQR AQR AQR
International Diversified AQR Small Cap International
Equity Fund  Arbitrage Fund Momentum Fund Momentum Fund Momentum Fund
Net Assets ................ $44,016,038 $160,026,814  $6,932,575 $3,239,605 $29,762,053
Number of Shares
Outstanding ............. 4,502,376 14,819,735 568,597 284,134 2,485,331
Net Asset Value Per Share (net
assets divided by number of
shares outstanding) ....... $ 978 $ 1080 §  12.19 $ 1140 $ 11.98
Sales Charge .............. None None None None None
Offering Price ............. $ 9.78 $ 1080 $ 1219 $ 1140 $ 11.98
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ADDITIONAL INFORMATION ABOUT PURCHASES AND REDEMPTION OF SHARES

Cut-Off Time for Purchase and Redemption Orders

Orders to purchase or redeem shares received by the Transfer Agent, or by a financial intermediary
authorized to receive such orders, by the cut-off time indicated in the Funds’ Prospectus will be processed at the
NAYV next calculated after the order is received by the Transfer Agent or the financial intermediary that is an
authorized agent of the Funds. Under a variety of different types of servicing agreements, financial
intermediaries that are authorized to receive purchase and redemption orders from investors are permitted to
transmit those orders that are received by the financial intermediary before the cut-off time in the Prospectus to
the Transfer Agent by the cut-off times stated in those agreements, which are generally later than the cut-off time
stated in the Prospectus. Financial intermediaries are prohibited by law from transmitting orders received after
the cut-off time stated in the Prospectus to the Transfer Agent for processing at that day’s NAV. Any order
otherwise received after the cut-off time stated in the Prospectus will be specifically identified for processing on
the next day on which a NAV is computed.

Purchases In-Kind

The Trust may permit purchases of any of the Fund’s shares by means of in-kind contributions of portfolio
securities under limited circumstances in accordance with procedures approved by the Trust’s Board of Trustees.
In-kind purchases of Fund shares may only be permitted if the Adviser or Sub-Adviser, as appropriate,
determines that acceptance of the in-kind securities will not adversely affect the purchasing Fund, does not favor
a shareholder of the purchasing Fund to the detriment of another shareholder of the purchasing Fund, and
conforms with the purchasing Fund’s fundamental investment objectives, policies and restrictions. In-kind
securities will be valued in the same manner as they would be valued for purposes of computing a Fund’s NAV.
The Fund will not be liable for any brokerage commission or fee (except for customary transfer fees) in
connection with an in-kind purchase of Fund shares.

Your broker may impose a fee in connection with processing your in-kind purchase of Fund shares. An
investor contemplating an in-kind purchase of Fund shares should consult his or her tax adviser to determine the
tax consequences under federal and state law of making such a purchase.

Redemptions In-Kind

Payment of the redemption price for shares redeemed may be made either in cash or in portfolio securities
(selected in the discretion of the Board of Trustees and taken at their value used in determining a Fund’s net asset
value per share as described under “Determination of Net Asset Value™), or partly in cash and partly in portfolio
securities. However, payments will be made wholly in cash unless the Board of Trustees believes that economic
conditions exist which would make such a practice detrimental to the best interests of a Fund. Moreover, the
Trust has elected to be governed by Rule 18f-1 under the 1940 Act, under which the Funds are obligated to
redeem their shares solely in cash up to the lesser of $250,000 or 1% of their net asset value during any 90-day
period for one shareholder. This election is irrevocable unless the SEC permits its withdrawal. If payment for
shares redeemed is made wholly or partly in portfolio securities, brokerage costs may be incurred by the investor
in converting the securities to cash. The Funds may redeem shares held by affiliates in kind as long as neither the
affiliated shareholder nor any other party with the ability and pecuniary incentive to influence the redemption in
kind selects, or influences the selection of the distributed securities and as long as the redemption in kind is
approved by the Board of Trustees, including a majority of the Trustees who are not interested persons of the
Trust, in a manner consistent with SEC rules, regulations and interpretive positions.

Involuntary Redemptions.

Each Fund reserves the right to involuntarily redeem any shareholder’s account, subject to applicable law,
if:

¢ the Fund or a class of its shares are to be terminated;
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e the value of the account falls below any investment minimum for the account set by the Trust, provided
that (1) the Trust provides a written notice of redemption to the shareholder at least 15 days before the
redemption date, and (2) any policies adopted by the Board with respect to the redemption of small
accounts have been disclosed to shareholders at least 60 days prior to the mailing of the written notice
of redemption;

e the shareholder fails to pay when due the full purchase price of shares issued to him;

e it appears appropriate to do so in connection with a failure of the appropriate person(s) to furnish
certified taxpayer identification numbers, other tax-related certifications, or if the Fund is unable to
verify the account holder’s identity;

e the Fund otherwise determines it appropriate to do so in light of the Fund’s responsibilities under the
Investment Company Act or other applicable law or necessary to prevent harm to the Trust or its
shareholders.

If a shareholder’s account is involuntarily redeemed, a check for the redemption proceeds payable to the
shareholder will be mailed to the shareholder at the shareholder’s address of record.

Other Purchase and Redemption Information.

Each Fund reserves the right to reject any purchase order for its shares in its sole discretion.

Each of the Funds reserves the right to suspend or postpone redemptions during any period when: (a) trading
on the NYSE is restricted by applicable rules and regulations of the SEC; (b) the NYSE is closed other than for
customary weekend and holiday closings; (c) the SEC has by order permitted such suspension or postponement
for the protection of the shareholders or (d) an emergency, as determined by the SEC, exists making disposal of
portfolio securities or valuation of net assets of a Fund not reasonably practicable. Upon the occurrence of any of
the foregoing conditions, each of the Funds may also suspend or postpone the recording of the transfer of its
shares.

In addition, each of the Funds may compel the redemption of, reject any order for, or refuse to give effect on
the Fund’s books to the transfer of, its shares where the relevant investor or investors have not furnished the Fund
with valid, certified taxpayer identification numbers and such other tax-related certifications or other necessary
documentation as the Fund may request.

Brokers or other financial intermediaries may charge their customers a processing or service fee in
connection with the purchase or redemption of the Funds’ shares. The amount and applicability of such a fee is
determined and disclosed to its customers by each individual broker or financial intermediary. Processing or
service fees typically are fixed, nominal dollar amounts and are in addition to the charges described in the
prospectus and this SAI. An investor’s broker will provide them with specific information about any processing
or service fees they will be charged.
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PORTFOLIO TURNOVER

The frequency of portfolio transactions is generally expressed in terms of a portfolio turnover rate. For
example, an annual turnover rate of 100% would occur if all of the securities in a Fund were replaced once a
year.

The Adviser or Sub-Adviser for a Fund may engage in active short-term trading to rebalance the Fund’s
portfolio or for other reasons. It is anticipated that the portfolio turnover may vary greatly from year to year as
well as within a particular year, and may be affected by changes in the holdings of specific issuers, changes in
country and currency weightings, cash requirements for redemption of shares and by requirements which enable
a Fund to receive favorable tax treatment. The Funds are not restricted by policy with regard to their portfolio
turnover rates. Higher portfolio turnover rates, such as rates in excess of 100%, and short-term trading involve
correspondingly greater commission expenses and transaction costs.

PORTFOLIO TRANSACTIONS AND BROKERAGE

The Adviser and Sub-Adviser, as applicable, are responsible for decisions to buy and sell securities for the
Funds, the selection of brokers and dealers to effect the transactions, and the negotiation of brokerage
commissions. Purchases and sales of securities on a securities exchange are effected through brokers who charge
a commission for their services. Brokerage commissions on U.S. securities exchanges are subject to negotiation
between the Adviser or Sub-Adviser, as appropriate, and the broker.

In the over-the-counter market, securities are sometimes traded on a “net” basis with dealers acting as
principal for their own accounts without a stated commission, although the price of the security usually includes
a profit to the dealer. Trades of NASD listed securities may be made on an agency basis and a commission is
added to such trades. In underwritten offerings, securities are purchased at a fixed price, which includes an
amount of compensation to the underwriter, generally referred to as the underwriter’s concession or discount. On
occasion, certain money market instruments may be purchased directly from an issuer, in which case no
commissions or discounts are paid.

When decisions are made to purchase or sell the same securities simultaneously for a number of client
accounts, the Adviser or Sub-Adviser may aggregate into a single trade order (a “bunched” trade) several
individual contemporaneous client trade orders for a single security if the Adviser or Sub-Adviser deems this to
be appropriate and in the best interests of the client accounts involved. Bunched trades may be used to facilitate
best execution, including negotiating more favorable prices, obtaining more timely or equitable execution, or
reducing overall commission charges. Accounts that are eligible to purchase shares in initial public offerings may
participate in aggregated orders for such shares. The Adviser or Sub-Adviser, as appropriate, seeks to aggregate
trade orders in a manner that is consistent with its duty to: (1) seek best execution of client orders, (2) treat all
clients fairly, and (3) not systematically advantage or disadvantage any single client.

When an aggregated order is filled in its entirety, each participating client account will participate at the
average share price for the aggregated order, and transaction costs shall be shared pro rata based on each client’s
participation in the aggregated order. If an order cannot be completely filled and the investment opportunity is
determined to be equally suitable and appropriate for more than one account, allocations will generally be made
pro rata, subject to rounding to achieve round lots, based upon the initial amount requested for an account
participating in the aggregated order. Each account participating in a particular aggregated or “bunched trade”
will receive the share price with respect to that aggregated order or, as appropriate, the average share price for all
executed “bunched” trades on that trading day. The Adviser or Sub-Adviser may allocate on a basis other than
pro rata, if, under the circumstances, such other method of allocation is reasonable, does not result in any
improper or undisclosed advantage or disadvantage to other accounts, and results in fair access over time to
trading opportunities for all eligible managed accounts. For example, the Adviser or Sub-Adviser may identify
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investment opportunities that are appropriate for certain accounts and not others, based on such factors as
investment objectives, style, risk/return parameters, regulatory and client restrictions, tax status, account size,
sensitivity to turnover, available cash and cash flows. Consequently, the Adviser or Sub-Adviser may decide it is
more appropriate to place a given security in one account rather than another account. Other non-pro rata
methods include rotation allocation or random allocation. Alternative methods of allocation are appropriate, for
example, when the transaction size is too limited to be effectively allocated pro rata among all eligible accounts.

In placing orders for portfolio securities of the Funds, the Adviser and Sub-Adviser are required to give
primary consideration to obtaining the most favorable price and efficient execution. Within the framework of this
policy, the Adviser and Sub-Adviser each will consider the research and investment services provided by brokers
or dealers who effect, or are parties to, portfolio transactions of the Funds or the Adviser’s or Sub-Adviser’s (as
applicable) other clients. Such research and investment services are those which brokerage houses customarily
provide to institutional investors and include statistical and economic data and research reports on particular
companies and industries. Such services are used by the Adviser and Sub-Adviser in connection with all of their
investment activities, and some of such services obtained in connection with the execution of transactions for the
Funds may be used in managing other investment accounts. Conversely, brokers furnishing such services may be
selected for the execution of transactions of such other accounts, and the services furnished by such brokers may
be used by the Adviser or Sub-Adviser in providing investment management for the Funds. Commission rates are
established pursuant to negotiations with the broker based on the quality and quantity of execution services
provided by the broker in light of generally prevailing rates. The Adviser’s and Sub-Adviser’s policy is to pay
higher commissions to brokers for particular transactions than might be charged if a different broker had been
selected on occasions when, in the Adviser’s or Sub-Adviser’s opinion (as applicable), this policy furthers the
objective of obtaining the most favorable price and execution. In addition, the Adviser and Sub-Adviser are
authorized to pay higher commissions on brokerage transactions for the Funds to brokers in order to secure
research and investment services described above, subject to review by the Board of Trustees from time to time
as to the extent and continuation of the practice. The allocation of orders among brokers and the commission
rates paid are reviewed periodically by the Board of Trustees.

The following table shows the dollar amount of brokerage commissions paid to brokers for providing third
party research services and the approximate dollar amount of the transactions involved for the period ended
December 31, 2009. The provision of third party research services was not necessarily a factor in the placement
of all brokerage business with such brokers.

Amount of
Brokerage Transactions

Funds Commissions Involved

AQR Global Equity Fund! .................. N/A N/A
AQR International Equity Fund? ............. $ 55,317 $ 638,057,831
AQR Diversified Arbitrage Fund? ............ $459,966 $1,101,672,515
AQR Momentum Fund* . ................... $ 607 $ 23,583,187
AQR Small Cap Momentum Fund4 ........... $ 871 $ 10,827,830
AQR International Momentum Fund4 . ........ $ 10,632 $ 69,201,677
AQR Managed Futures Strategy Fund! ........ N/A N/A

1 The Fund paid no brokerage commissions during the period because the Fund had not yet commenced
operations.

2 For the period August 28, 2009 through December 31, 2009.

For the period January 15, 2009 through December 31, 2009.

4 For the period July 9, 2009 through December 31, 2009.

(O8]
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The value of the AQR International Equity Fund’s aggregate holdings of the securities of its regular brokers
or dealers (as defined in Rule 10b-1 under the Investment Company Act) if any portion of such holdings were
purchased during the period ended December 31, 2009 are as follows:

Regular Broker-Dealer Debt (D)/Equity (E) Aggregate Holdings (000’s)
Barclays PLC ................. E $2,149
Deutsche Bank . ............... E $1,484

The value of the AQR International Momentum Fund’s aggregate holdings of the securities of its regular
brokers or dealers (as defined in Rule 10b-1 under the Investment Company Act) if any portion of such holdings
were purchased during the period ended December 31, 2009 are as follows:

Regular Broker-Dealer Debt (D)/Equity (E) Aggregate Holdings (000’s)
Deutsche Bank . ............... E $300

ORGANIZATION OF THE TRUST AND
A DESCRIPTION OF THE SHARES

The Trust was established on September 4, 2008 as a Delaware statutory trust and is authorized to issue an
unlimited number of par shares of beneficial interest which may be issued in any number of series and classes.
The Trust currently has twelve Funds. On June 9, 2009, the Board of Trustees approved the creation of the AQR
Managed Futures Strategy Fund. Each Fund, except for the AQR Momentum Fund, the AQR Small Cap
Momentum Fund and the AQR International Momentum Fund, offers Class I and Class N shares. The AQR
Global Equity Fund, AQR International Equity Fund, AQR International Small Cap Fund and AQR Emerging
Markets Fund also offer Class Y shares. The AQR Momentum Fund, AQR Small Cap Momentum Fund and the
AQR International Momentum Fund offer only Class L Shares. All shares of each Fund have equal voting rights
and each shareholder is entitled to one vote for each full share held and fractional votes for fractional shares held
and will vote on the election of Trustees and any other matter submitted to a shareholder vote. The Trust is not
required, and does not intend, to hold annual meetings of shareholders. The Trust will call such special meetings
of shareholders as may be required under the 1940 Act (e.g., to approve a new investment advisory agreement or
to change the fundamental investment policies) or by the Declaration of Trust. A meeting of shareholders shall,
however, be called by the Secretary upon the written request of the holders of not less than 10% of the
outstanding shares of a Fund. The Fund will assist shareholders wishing to communicate with one another for the
purpose of requesting such a meeting. Shares of each Fund will, when issued, be fully paid and non-assessable
and have no preemptive or conversion rights. Each share is entitled to participate equally in dividends and
distributions declared by the relevant Fund and in the net assets of such Fund on liquidation or dissolution after
satisfaction of outstanding liabilities.

The following is a list of shareholders of each Fund who owned (beneficially or of record) 5% or more of a
Class of a Fund’s shares as of April 1, 2010.

Percentage
Name and Address Fund and Class Ownership
S CA Edison Co Retirement Plan Trst .......... AQR Global Equity Fund — Class Y 19.76%
2244 Walnut Grove Ave
Rosemead, CA 91770
PG&E Corp Retirement Master Trust . .......... AQR Global Equity Fund — Class Y 49.48%

One Market Street, Spear Tower
San Francisco, CA 94105
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Name and Address

Trustees of CSC Computer Sciences . . .........

c/o CSC

Royal Pavilion Wellesley Road
Aldershot, Hampshire GU11 1PZ,
England

RobertJ. Krail ............................

Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

David G. Kabiller .........................

Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

John M. Liew .......... .. . i

Two Greenwich Plz, 31 Floor
Greenwich, CT 06830

Clifford S. Asness ........... ...

Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

Charles Schwab & ColInc. ..................

ATTN: Mutual Funds
101 Montgomery St.
San Francisco, CA 94104-4122

NICOLL ....... ...

PO BOX 1542
Merrifield, VA 22116-1542

RobertJ. Krail ............................

Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

David G. Kabiller .........................

Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

John M. Liew .......... ...

Two Greenwich Plz, 31 Floor
Greenwich, CT 06830

Clifford S. Asness .......... ...

Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

SonocoPensionPlan .......................

1 North Second Street
Hartsville, SC 29550

Retirement Plan For Employees of Avista Corp. ..

1411 E. Mission Ave
Spokane, WA 99220

USBank FBOOPPD.......................

PO BOX 1787
Milwaukee, WI 53201

Percentage

Fund and Class Ownership
AQR Global Equity Fund — Class Y 24.27%
AQR Global Equity Fund — Class N 7.18%
AQR Global Equity Fund — Class N 8.61%
AQR Global Equity Fund — Class N 11.48%
AQR Global Equity Fund — Class N 30.14%
AQR Global Equity Fund — Class N 5.18%
AQR Global Equity Fund — Class N 35.71%
AQR Global Equity Fund — Class I 12.37%
AQR Global Equity Fund — Class I 14.85%
AQR Global Equity Fund — Class I 19.80%
AQR Global Equity Fund — Class I 51.97%
AQR International Equity Fund — Class Y 15.24%
AQR International Equity Fund — Class Y 5.82%
AQR International Equity Fund — Class Y 17.86%
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Percentage

Name and Address Fund and Class Ownership
MAC&CO ..o AQR International Equity Fund — Class Y 39.81%
PO BOX 3198

525 William Penn Place
Pittsburgh, PA 15230-3198

Sauer-Danfoss Consolidated Retirement ........ AQR International Equity Fund — Class Y 5.74%
2800 E. 13t Street
Ames, IA 50010

Charles Schwab & ColInc. ................... AQR International Equity Fund — Class I 61.96%
ATTN: Mutual Funds

101 Montgomery St.

San Francisco, CA 94104-4122

National Financial Services LLC .............. AQR International Equity Fund — Class I 8.74%
PO BOX 92956

Chicago, IL 60675

New York Life Trust Company .. .............. AQR International Equity Fund — Class I 5.66%

169 Lackawanna Ave.
Parsippany, NJ 07054

RobertJ. Krail .......... . ... ... ... .. ..... AQR International Equity Fund — Class N 11.58%
Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

David G. Kabiller .......................... AQR International Equity Fund — Class N 13.90%
Two Greenwich Plz, 31 Floor
Greenwich, CT 06830

JohnM.Liew .. ... i AQR International Equity Fund — Class N 18.53%
Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

Clifford S. Asness ...........coouiiuirenenon. AQR International Equity Fund — Class N 48.65%
Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

Charles Schwab & ColInc. ................... AQR Diversified Arbitrage — Class | 54.75%
ATTN: Mutual Funds

101 Montgomery St.
San Francisco, CA 94104-4122

National Financial Services LLC .............. AQR Diversified Arbitrage — Class I 25.21%
200 Liberty Street

One World Financial Center

New York, NY 10281

Ameritrade Inc. ......... ... ... L AQR Diversified Arbitrage — Class N 9.60%
Benefit of our Client

PO BOX 2226

Omaha NE 68103-226

Charles Schwab & ColInc. ................... AQR Diversified Arbitrage — Class N 28.60%

ATTN: Mutual Funds
101 Montgomery St.
San Francisco, CA 94104-4122
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Name and Address Fund and Class

Percentage
Ownership

National Financial Services LLC .............. AQR Diversified Arbitrage — Class N
200 Liberty Street

One World Financial Center

New York, NY 10281

Genworth Financial Trust Company ............ AQR Diversified Arbitrage — Class N
3200 N Central Ave, 7t Floor
Phoenix, AZ 85012

Ameritrade Inc. ......... ... ... oL AQR Managed Futures Strategy — Class I
Benefit of our Client

PO BOX 2226

Omaha NE 68103-226

Charles Schwab & ColInc. ................... AQR Managed Futures Strategy — Class I
ATTN: Mutual Funds

101 Montgomery St.

San Francisco, CA 94104-4122

National Financial Services LLC .............. AQR Managed Futures Strategy — Class I
200 Liberty Street

One World Financial Center

New York, NY 10281

Clifford S. Asness ...........coouiiuinenenon. AQR Managed Futures Strategy — Class N
Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

Ameritrade Inc. .......... ... ... ... AQR Managed Futures Strategy — Class N
Benefit of our Client

PO BOX 2226

Omaha NE 68103-226

Charles Schwab & CoInc. ................... AQR Managed Futures Strategy — Class N
ATTN: Mutual Funds

101 Montgomery St.

San Francisco, CA 94104-4122

National Financial Services LLC .............. AQR Managed Futures Strategy — Class N
200 Liberty Street

One World Financial Center

New York, NY 10281

National Financial Services LLC .............. AQR International Momentum Fund — Class L

200 Liberty Street
One World Financial Center
New York, NY 10281

Charles Schwab & ColInc. ................... AQR International Momentum Fund — Class L

ATTN: Mutual Funds
101 Montgomery St.
San Francisco, CA 94104-4122

National Financial Services LLC .............. AQR Momentum Fund — Class L
200 Liberty Street

One World Financial Center

New York, NY 10281
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Percentage
Name and Address Fund and Class Ownership

Charles Schwab & ColInc. ................... AQR Momentum Fund — Class L 26.53%
ATTN: Mutual Funds

101 Montgomery St.

San Francisco, CA 94104-4122

Clifford S. Asness 2010 GRATLONG .......... AQR Momentum Fund — Class L 7.07%
Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

Clifford S. Asness 2010 GRATLONG .......... AQR Momentum Fund — Class L 7.07%
Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

RobertJ. Krail ........... .. .. ... ... ...... AQR Small Cap Momentum Fund — Class L 8.18%
Two Greenwich Plz, 31 Floor
Greenwich, CT 06830

David G. Kabiller ............... .. ... .... AQR Small Cap Momentum Fund — Class L 9.83%
Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

National Financial Services LLC .............. AQR Small Cap Momentum Fund — Class L 9.17%
200 Liberty Street

One World Financial Center

New York, NY 10281

Charles Schwab & ColInc. ................... AQR Small Cap Momentum Fund — Class L 16.28%
ATTN: Mutual Funds

101 Montgomery St.

San Francisco, CA 94104-4122

John Liew 2010 GRAT LONGONLY .......... AQR Small Cap Momentum Fund — Class L 6.56%
Two Greenwich Plz, 3t Floor
Greenwich, CT 06830

John Liew 2010 GRAT LONGONLY .......... AQR Small Cap Momentum Fund — Class L 6.56%
Two Greenwich Plz, 314 Floor
Greenwich, CT 06830

Clifford S. Asness 2010 GRATLONG .......... AQR Small Cap Momentum Fund — Class L 15.56%
Two Greenwich Plz, 31 Floor

Greenwich, CT 06830

Clifford S. Asness 2010 GRATLONG .......... AQR Small Cap Momentum Fund — Class L 15.56%

Two Greenwich Plz, 3t Floor
Greenwich, CT 06830
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TAXATION

Taxation of the Funds

Each Fund intends to qualify annually and to elect to be treated as a regulated investment company under
the Code. To qualify as a regulated investment company, each Fund must, among other things, (a) derive in each
taxable year at least 90% of its gross income from dividends, interest, payments with respect to securities loans,
net income from certain publicly traded partnerships and gains from the sale or other disposition of stock,
securities or foreign currencies or other income (including, but not limited to, gains from options, futures or
forward contracts) derived with respect to its business of investing in such stock, securities or currencies (i.e.,
partnerships that are traded on an established securities market or tradable on a secondary market, other than
partnerships that derive 90% of their income from interest, dividends, capital gains, and other traditionally
permitted mutual fund income); (b) diversify its holdings so that, at the end of each quarter of the taxable year,
(1) at least 50% of the market value of that Fund’s assets is represented by cash and cash items (including
receivables), U.S. Government securities, the securities of other regulated investment companies and other
securities, with such other securities of any one issuer limited for the purposes of this calculation to an amount
not greater than 5% of the value of that Fund’s total assets and not greater than 10% of the outstanding voting
securities of such issuer, and (ii) not more than 25% of the value of its total assets is invested in (1) the securities
of any one issuer (other than U.S. Government securities or the securities of other regulated investment
companies), or (2) the securities (other than securities of other regulated investment companies) of two or more
issuers of which a Fund holds 20% or more of the voting stock in the same or similar or related trades or
businesses, or (3) the securities of one or more qualified publicly traded partnerships; and (c) distribute at least
90% of its investment company taxable income (which includes, among other items, dividends, interest, income
inclusions from wholly-owned subsidiaries and net short-term capital gains in excess of net long-term capital
losses) each taxable year.

The U.S. Treasury is authorized to issue regulations providing that foreign currency gains that are not
directly related to a Fund’s principal business of investing in stock or securities (or options and futures with
respect to stock or securities) will be excluded from the income which qualifies for purposes of the 90% gross
income requirement described above. To date, however, no such regulations have been issued.

As regulated investment companies, the Funds generally will not be subject to U.S. federal income tax on
their investment company taxable income and net capital gains (the excess of net long-term capital gains over net
short-term capital losses), if any, that they distribute to shareholders. The Funds intend to distribute to their
shareholders, at least annually, substantially all of their investment company taxable income and net capital
gains. Amounts not distributed on a timely basis in accordance with a calendar year distribution requirement are
subject to a nondeductible 4% excise tax. To prevent imposition of the excise tax, each Fund must distribute
during each calendar year an amount equal to the sum of (1) at least 98% of its ordinary income (not taking into
account any capital gains or losses) for the calendar year, (2) at least 98% of its capital gains in excess of its
capital losses (adjusted for certain ordinary losses) for the one-year period ending on October 31 of the calendar
year, and (3) any ordinary income and capital gains for previous years that was not distributed or taxed to the
Fund during those years. A distribution will be treated as paid December 31 of the current calendar year if it is
declared by a Fund in October, November or December with a record date in such a month and paid by such
Fund during January of the following calendar year. Such distributions will be taxable to shareholders in the
calendar year in which the distributions are declared, rather than the calendar year in which the distributions are
received. To prevent application of the excise tax, each Fund currently intends to make its distributions in
accordance with the calendar year distribution requirement.

Distributions

Dividends paid out of a Fund’s investment company taxable income (including net short-term capital gains)
will be taxable to a U.S. shareholder as ordinary income. If a portion of a Fund’s income consists of dividends
paid by corporations, a portion of the dividends paid by such Fund may be eligible for the dividends-received

52



deduction for corporations and the maximum 15% tax rate on qualified dividends for individuals, provided that
the Fund and shareholders satisfy applicable holding period requirements. It is not expected that any portion of a
Fund’s distributions that will qualify for these benefits will be significant. The favorable treatment of qualified
dividends for individuals is scheduled to expire after 2010. Distributions of net capital gains, if any, designated as
capital gain dividends are taxable as long-term capital gains (the excess of net long-term capital gains over net
short-term capital losses), regardless of how long the shareholder has held the relevant Fund’s shares, and are not
eligible for the dividends-received deduction. Shareholders receiving distributions in the form of additional
shares, rather than cash, generally will have a cost basis in each such share equal to the net asset value of a share
of the relevant Fund on the reinvestment date.

Shareholders will be notified annually as to the U.S. federal income tax status of distributions, and
shareholders receiving distributions in the form of additional shares will receive a report as to the net asset value
of those shares. Any distributions received in the form of additional shares will be taxed as if received in cash.

Each Fund intends to distribute annually to its shareholders substantially all of its investment company
taxable income, and any net realized long-term capital gains in excess of net realized short-term capital losses
(including any capital loss carryovers). However, if a Fund retains for investment an amount equal to all or a
portion of its net long-term capital gains in excess of its net short-term capital losses (including any capital loss
carryovers), it will be subject to a corporate tax (currently at a maximum rate of 35%) on the amount retained. In
that event, the Fund will designate such retained amounts as undistributed capital gains in a notice to its
shareholders who (a) will be required to include in income for U.S. federal income tax purposes, as long-term
capital gains, their proportionate shares of the undistributed amount, (b) will be entitled to credit their
proportionate shares of the 35% tax paid by the fund on the undistributed amount against their U.S. federal
income tax liabilities, if any, and to claim refunds to the extent their credits exceed their liabilities, if any, and
(c) will be entitled to increase their tax basis, for U.S. federal income tax purposes, in their shares by an amount
equal to 65% of the amount of undistributed capital gains included in the shareholder’s income. Organizations or
persons not subject to U.S. federal income tax on such capital gains will be entitled to a refund of their pro rata
share of such taxes paid by the fund upon timely filing of appropriate returns or claims for refund with the IRS.

A distribution of an amount in excess of a Fund’s current and accumulated earnings and profits will be
treated by a shareholder as a return of capital, which is applied against and reduces the shareholder’s basis in his
or her shares. To the extent that the amount of any such distribution exceeds the shareholder’s basis in his or her
shares, the excess will be treated by the shareholder as gain from a sale or exchange of the shares.

Recent legislation will impose, beginning in 2013, a new 3.8% Medicare contribution tax on net investment
income, including interest, dividends, and capital gain, of U.S. individuals with income exceeding $200,000 (or
$250,000 if married filing jointly), and of estates and trusts.

Sale of Shares

Upon the sale or other disposition of shares of a Fund, a shareholder may realize a capital gain or loss,
which will be long-term or short-term, generally depending upon the shareholder’s holding period for the shares.
Any loss realized on a sale or exchange will be disallowed to the extent the shares disposed of are replaced
within a period of 61 days beginning 30 days before and ending 30 days after disposition of the shares. In such a
case, the basis of the shares acquired will be adjusted to reflect the disallowed loss. Any loss realized by a
shareholder on a disposition of shares of a Fund held by the shareholder for six months or less will be treated as a
long- term capital loss to the extent of any distributions of net capital gains received by the shareholder with
respect to such shares. Individual taxpayers may generally offset capital losses against capital gains and also
against up to $3,000 of ordinary income, with any excess carried over to future years. Corporations may
generally offset capital losses against capital gains and the excess may be carried to certain other years.

The 3.8% Medicare contribution tax (discussed above) will apply to gains from the sale or exchange of
Fund shares.

53



Original Issue Discount Securities

Investments by a Fund in zero coupon or other discount securities will result in income to such Fund equal
to a portion of the excess of the face value of the securities over their issue price (the “original issue discount™)
each year that the securities are held, even though such Fund receives no cash interest payments. This income is
included in determining the amount of income which that Fund must distribute to maintain its status as a
regulated investment company and to avoid the payment of Federal income tax and the 4% excise tax. In
addition, if a Fund invests in certain high yield original issue discount securities issued by corporations, a portion
of the original issue discount accruing on any such obligation may be eligible for the deduction for dividends
received by corporations. In such event, dividends of investment company taxable income received from such
Fund by its corporate shareholders, to the extent attributable to such portion of accrued original issue discount,
may be eligible for this deduction for dividends received by corporations if so designated by that Fund in a
written notice to shareholders.

Market Discount Bonds

Gains derived by a Fund from the disposition of any market discount bonds (i.e., bonds purchased other than
at original issue, where the face value of the bonds exceeds their purchase price) held by such Fund will be taxed
as ordinary income to the extent of the accrued market discount of the bonds, unless such Fund elects to include
the market discount in income as it accrues.

Futures, Options and Hedging Transactions

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

Certain U.S. exchange-traded options, futures contracts and certain forward currency contracts in which the
Funds may invest are “section 1256 contracts.” Gains or losses on section 1256 contracts generally are
considered 60% long-term and 40% short-term capital gains or losses; however, foreign currency gains or losses
(as discussed below) arising from certain section 1256 contracts may be treated as ordinary income or loss. Also,
section 1256 contracts held by a Fund or a wholly-owned subsidiary of a Fund at the end of each taxable year
(and, generally, for purposes of the 4% excise tax, on October 31 of each year) are “marked-to-market” (that is,
treated as sold at fair market value), resulting in unrealized gains or losses being treated as though they were
realized.

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

Because the straddle rules may affect the character of gains or losses, defer losses and/or accelerate the
recognition of gains or losses from the affected straddle positions, the amount which may be distributed to
shareholders, and which will be taxed to them as ordinary income or long-term capital gain, may be increased or
decreased as compared to a fund that did not engage in such hedging transactions.

Notwithstanding any of the foregoing, a Fund may recognize gain (but not loss) from a constructive sale of
certain “appreciated financial positions” if the Fund enters into a short sale, offsetting notional principal contract,
futures or forward contract transaction with respect to the appreciated position or substantially identical property.
Appreciated financial positions subject to this constructive sale treatment are interests (including options, futures
and forward contracts and short sales) in stock, partnership interests, certain actively traded trust instruments and
certain debt instruments. Constructive sale treatment does not apply to certain transactions closed in the 90-day
period ending with the close of the taxable year, if certain conditions are met.

Currency Fluctuations — “Section 988 Gains or Losses

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

Short Sales

Unless certain constructive sale rules (discussed more fully above) apply, a Fund will not realize gain or loss
on a short sale of a security until it closes the transaction by delivering the borrowed security to the lender. All or
a portion of any gain arising from a short sale may be treated as short-term capital gain, regardless of the period
for which a Fund held the security used to close the short sale. In addition, a Fund’s holding period for any
security which is substantially identical to that which is sold short may be reduced or eliminated as a result of the
short sale. In many cases, as described more fully under “Futures, Options and Hedging Transactions” above, a
Fund is required to recognize gain (but not loss) upon entering into a short sale with respect to an appreciated
security that such Fund owns, as though such Fund constructively sold the security at the time of entering into the
short sale. Similarly, if a Fund enters into a short sale of property that becomes substantially worthless, the Fund
will recognize gain at that time as though it had closed the short sale. Future Treasury regulations may apply
similar treatment to other transactions with respect to property that becomes substantially worthless.

Passive Foreign Investment Companies

If a Fund invests in stock of certain passive foreign investment companies, such Fund may be subject to
U.S. federal income taxation on a portion of any “excess distribution” with respect to, or gain from the
disposition of, such stock. The tax would be determined by allocating such distribution or gain ratably to each of
such Fund’s holding period for the stock. The distribution or gain so allocated to any taxable year of a Fund,
other than the taxable year of the excess distribution or disposition, would be taxed to such Fund at the highest
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ordinary income tax rate in effect for such year, and the tax would be further increased by an interest charge to
reflect the value of the tax deferral deemed to have resulted from the ownership of the foreign company’s stock.
Any amount of distribution or gain allocated to the taxable year of the distribution or disposition would be
included in such Fund’s investment company taxable income and, accordingly, would not be taxable to that Fund
to the extent distributed by such Fund as a dividend to its shareholders.

A Fund may be able to make an election, in lieu of being taxable in the manner described above, to include
annually in income its pro rata share of the ordinary earnings and net capital gain of the passive foreign
investment company, regardless of whether it actually received any distributions from the foreign company.
These amounts would be included in a Fund’s investment company taxable income and net capital gain which, to
the extent distributed by such Fund as ordinary or capital gain dividends, as the case may be, would not be
taxable to that Fund. In order to make this election, such Fund would be required to obtain certain annual
information from the foreign investment companies in which it invests, which in many cases may be difficult to
obtain. Alternatively, a Fund may be able to elect to mark to market its passive foreign investment company
stock, resulting in the stock being treated as sold at fair market value on the last business day of each tax year.
Any resulting gain would be reported as ordinary income; any resulting loss and any loss from an actual
disposition of the stock would be reported as ordinary loss to the extent of any net marked-to-market gains
reported in prior years.

Foreign Withholding Taxes

Income received by a Fund from sources within foreign countries may be subject to withholding and other
taxes imposed by such countries. If more than 50% of the value of a Fund’s total assets at the close of its taxable
year consists of securities of foreign corporations, the Fund will be eligible to elect to “pass-through” to the
Fund’s shareholders the amount of foreign income and similar taxes paid by the Fund. If this election is made, a
shareholder generally subject to tax will be required to include in gross income (in addition to taxable dividends
actually received) his or her pro rata share of the foreign taxes paid by the Fund, and may be entitled either to
deduct (as an itemized deduction) his or her pro rata share of foreign taxes in computing his taxable income or to
use it (subject to limitations) as a foreign tax credit against his or her U.S. federal income tax liability. No
deduction for foreign taxes may be claimed by a shareholder who does not itemize deductions. Each shareholder
will be notified within 60 days after the close of the Fund’s taxable year if the foreign taxes paid by the Fund will
“pass-through” for that year.

Generally, a credit for foreign taxes is subject to the limitation that it may not exceed the shareholder’s U.S.
tax attributable to his or her total foreign source taxable income. For this purpose, if the pass-through election is
made, the source of a Fund’s income will flow through to the Fund’s shareholders. With respect to such Fund,
gains from the sale of securities will be treated as derived from U.S. sources and certain currency fluctuation
gains, including fluctuation gains from foreign currency-denominated debt securities, receivables and payables
will be treated as ordinary income derived from U.S. sources. The limitation on the foreign tax credit is applied
separately to foreign source passive income, and to certain other types of income. Shareholders may be unable to
claim a credit for the full amount of their proportionate share of the foreign taxes paid by the Fund. Various other
limitations, including a minimum holding period requirement, apply to limit the credit and/or deduction for
foreign taxes for purposes of regular U.S. federal tax and/or alternative minimum tax.

Backup Withholding

A Fund may be required to withhold U.S. federal income tax, currently at the rate of 28% of all taxable
distributions payable to shareholders who fail to provide such Fund with their correct taxpayer identification
number or to make required certifications, or who have been notified by the Internal Revenue Service that they
are subject to backup withholding. Corporate shareholders and certain other shareholders specified in the Code
generally are exempt from such backup withholding. Backup withholding is not an additional tax. Any amounts
withheld may be credited against the shareholder’s U.S. federal income tax liability.
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Foreign Shareholders

U.S. taxation of a shareholder who, as to the United States, is a nonresident alien individual, a foreign trust
or estate, a foreign corporation or foreign partnership (“foreign shareholder””) depends on whether the income of
a Fund is “effectively connected” with a U.S. trade or business carried on by the shareholder.

Income Not Effectively Connected. If the income from the Fund is not “effectively connected” with a U.S.
trade or business carried on by the foreign shareholder, distributions of investment company taxable income and
short-term capital gains will be subject to a U.S. tax of 30% (or lower treaty rate, except in the case of any excess
inclusion income allocated to the shareholder), which tax is generally withheld from such distributions.

Distributions of long-term capital gains and any amounts retained by a Fund which are designated as
undistributed long-term capital gains will not be subject to U.S. tax at the rate of 30% (or lower treaty rate)
unless the foreign shareholder is a nonresident alien individual and is physically present in the United States for
more than 182 days during the taxable year and meets certain other requirements. However, this 30% tax on
capital gains of nonresident alien individuals who are physically present in the United States for more than the
182 day period only applies in exceptional cases because any individual present in the United States for more
than 182 days during the taxable year is generally treated as a resident for U.S. income tax purposes; in that case,
he or she would be subject to U.S. income tax on his or her worldwide income at the graduated rates applicable to
U.S. citizens, rather than the 30% U.S. tax. In the case of a foreign shareholder who is a nonresident alien
individual, a Fund may be required to withhold U.S. income tax at a rate of 30% of distributions of net capital
gains unless the foreign shareholder certifies his or her non-U.S. status under penalties of perjury or otherwise
establishes an exemption. See “Backup Withholding,” above. If a foreign shareholder is a nonresident alien
individual, any gain such shareholder realizes upon the sale or exchange of such shareholder’s shares of a Fund
in the United States will ordinarily be exempt from U.S. tax unless (i) the gain is U.S. source income and such
shareholder is physically present in the United States for more than 182 days during the taxable year and meets
certain other requirements, or is otherwise considered to be a resident alien of the United States, or (ii) at any
time during the shorter of the period during which the foreign shareholder held shares of a Fund and the five year
period ending on the date of the disposition of those shares, such Fund was a “U.S. real property holding
corporation” and the foreign shareholder held more than 5% of the shares of that Fund, in which event the gain
would be taxed in the same manner as for a U.S. shareholder, as discussed above, and a 10% U.S. withholding
tax would be imposed on the amount realized on the disposition of such shares to be credited against the foreign
shareholder’s U.S. income tax liability on such disposition. A corporation is a “U.S. real property holding
corporation” if the fair market value of its U.S. real property interests equals or exceeds 50% of the fair market
value of such interests plus its interests in real property located outside the United States plus any other assets
used or held for use in a business. In the case of a Fund, U.S. real property interests include interests in stock in
U.S. real property holding corporations and certain participating debt securities.

The Internal Revenue Code will impose a U.S. withholding tax of 30% on payments (including gross
proceeds) that are attributable to certain U.S. investments and made to non-U.S. entities. The Fund will be
required to withhold with respect to non-U.S. entities unless such entity complies with certain reporting
requirements to the IRS in respect of such shareholder’s own direct and indirect U.S. investors, effective
beginning with payments made after December 31, 2012. Affected shareholders should consult their own tax
advisors regarding the possible implications of these requirements on their own investment in the Fund.

Income Effectively Connected. If the income from a Fund is “effectively connected” with a U.S. trade or
business carried on by a foreign shareholder, then distributions of investment company taxable income and
capital gain dividends, any amounts retained by a Fund which are designated as undistributed capital gains and
any gains realized upon the sale or exchange of shares of a Fund will be subject to U.S. federal income tax at the
graduated rates applicable to U.S. citizens, residents and domestic corporations. Foreign corporate shareholders
may also be subject to the branch profits tax imposed by the Code.
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The tax consequences to a foreign shareholder entitled to claim the benefits of an applicable tax treaty might
differ from those described herein. Foreign shareholders are advised to consult their own tax advisers with
respect to the particular tax consequences to them of an investment in a Fund.

Other Taxation

Fund shareholders may be subject to state, local and foreign taxes on their Fund distributions. Shareholders
are advised to consult their own tax advisers with respect to the particular tax consequences to them of an
investment in a Fund.
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COUNSEL AND INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Legal matters in connection with the issuance of the shares of each Fund offered hereby will be passed on
by Willkie Farr & Gallagher LLP, 787 Seventh Avenue, New York, New York 10019.

PricewaterhouseCoopers LLP, 300 Madison Avenue, New York, NY 10017, has been appointed as the
independent registered public accounting firm for the Funds. The audited financial statements and notes thereto
in the Funds’ Annual Report to Shareholders for the fiscal period ended December 31, 2009 (the “2009 Annual
Report”) are incorporated in this SAI by reference. No other parts of the 2009 Annual Report are incorporated by
reference herein. The financial statements included in the 2009 Annual Report have been audited by
PricewaterhouseCoopers LLP. The report of PricewaterhouseCoopers LLP is incorporated herein by reference.
Such financial statements have been incorporated herein in reliance upon such report given upon
PricewaterhouseCoopers LLP’s authority as experts in accounting and auditing.

REGISTRATION STATEMENT

The Prospectus and this Statement of Additional Information are not an offering of the securities herein
described in any state in which such offering may not be lawfully made. No salesman, dealer, or other person is
authorized to give any information or make any representation other than those contained in the Prospectus and
this Statement of Additional Information.
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APPENDIX A
PROXY VOTING POLICIES AND PROCEDURES

1. General

Investment Advisers Act of 1940 Rule 206(4)-6 imposes a number of requirements on investment advisers
that have voting authority with respect to securities held in their clients’ accounts. The SEC states that the
duty of care requires an adviser with proxy voting authority to monitor corporate actions and to vote the
proxies. To satisfy its duty of loyalty, an adviser must cast the proxy votes in a manner consistent with the
best interests of its clients, and must never put the adviser’s own interests above those of its clients.

These written policies and procedures are designed to reasonably ensure that AQR votes proxies in the best
interest of clients over whom AQR has voting authority; and describes how AQR addresses material
conflicts between its interests and those of its clients with respect to proxy voting.

2. Proxy Guidelines

Generally, AQR will vote based upon the recommendations of RiskMetrics Group - ISS Governance
Services (“ISS”), an unaffiliated third party corporate governance research service that provides in-depth
analyses of shareholder meeting agendas, vote recommendations, recordkeeping and vote disclosure
services. Although ISS’ analyses are reviewed and considered in making a final voting decision, AQR will
make the ultimate decision. As a matter of policy, the employees, officers, or principals of AQR will not be
influenced by outside sources whose interests conflict with the interests of its Clients.

In addition, unless prior approval is obtained from AQR’s CCO the following must be adhered to:

(a) AQR shall not engage in conduct that involves an attempt to change or influence the control of a public
company. In addition, all communications regarding proxy issues or corporate actions between
companies or their agents, or with fellow shareholders shall be for the sole purpose of expressing and
discussing AQR’s concerns for its advisory clients’ interests and not for an attempt to influence or
control management.

(b) AQR will not announce its voting intentions and the reasons therefore.

(c¢) AQR shall not participate in a proxy solicitation or otherwise seek proxy-voting authority from any
other public company shareholder.

AQR has the responsibility to process proxies and maintain proxy records pursuant to SEC rules and
regulations. Therefore, AQR will attempt to process every vote it receives for all domestic and foreign
proxies. However, there may be situations in which AQR cannot vote proxies. For example:

e If the cost of voting a proxy outweighs the benefit of voting, AQR may refrain from processing that
vote.

* AQR may not be given enough time to process the vote. For example ISS through no fault of its own,
may receive a meeting notice from the company too late, or may be unable to obtain a timely
translation of the agenda.

e If AQR has outstanding sell orders or intends to sell, the proxies for those meetings may not be voted
in order to facilitate the sale of those securities. Although AQR may hold shares on a company’s record
date, should it sell them prior to the company’s meeting date, AQR ultimately may decide not to vote
those shares.

* AQR will generally refrain from voting proxies on foreign securities that are subject to share blocking
restrictions.
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AQR may vote against an agenda item where no further information is provided, particularly in non-U.S.
markets. AQR may also enter an “abstain” vote on the election of certain directors from time to time based
on individual situations, particularly where AQR is not in favor of electing a director and there is no
provision for voting against such director.

If an AQR portfolio manager determines that the interests of clients are best served by voting differently
from the ISS recommended vote, approval must be obtained from the CCO or designee. AQR will adhere to
the Conflict of Interest (below) section of this policy in all instances where the recommended vote is not
taken.

AQR will periodically review the outside party’s voting standards and guidelines to make certain that proxy
issues are voted in accordance with the adopted proxy voting guidelines and the avoidance of conflicts of
interest.

3. Proxy Procedures

AQR has engaged ISS to assist in the administrative aspects for the voting of proxies. ISS is responsible for
coordinating with Clients’ custodians to ensure that all proxy materials received by the custodians relating
to the Clients’ portfolio securities are processed in a timely fashion. To the extent applicable, ISS votes all
proxies in accordance with its own proxy voting guidelines (please see Proxy Guidelines above), which
have been reviewed and adopted by AQR. The CCO shall supervise the proxy voting process.

Upon request, AQR will furnish a copy of the policies and procedures to the requesting client and
information on how the client’s proxies were voted.

4. Conflicts of Interest

Occasions may arise where a person or organization involved in the proxy voting process may have a
conflict of interest. A conflict of interest may exist, for example, if AQR has a business relationship with (or
is actively soliciting business from) either the company soliciting the proxy or a third party that has a
material interest in the outcome of a proxy vote or that is actively lobbying for a particular outcome of a
proxy vote. Any individual with knowledge of a personal conflict of interest (e.g., familial relationship with
company management) relating to a particular referral item shall disclose that conflict to the CCO and
otherwise remove him or herself from the proxy voting process. The CCO will review each item referred to
by AQR’s investment professionals to determine if a conflict of interest exists and will draft a Conflicts
Report for each referral item that (1) describes any conflict of interest; (2) discusses the procedures used to
address such conflict of interest; and (3) discloses any contacts from parties outside AQR (other than routine
communications from proxy solicitors) with respect to the referral item not otherwise reported in an
investment professional’s recommendation. The Conflicts Report will also include written confirmation that
any recommendation from an investment professional provided under circumstances where a conflict of
interest exists was made solely on the investment merits and without regard to any other consideration.
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