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The Fund’s Permanent Portfolio reserves a limited right to redeem its shares in-kind in certain
circumstances, as explained herein under the heading “Redemption of Shares — In-Kind Redemptions.”
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OBJECTIVES AND POLICIES

The Four Portfolios
The Fund has four separate portfolios, the Permanent Portfolio, the Short-Term Treasury Portfolio, the Versatile
Bond Portfolio and the Aggressive Growth Portfolio (each a “Portfolio”).

The Permanent Portfolio invests a fixed Target Percentage (as defined in the Prospectus) of its net assets in gold,
silver, Swiss franc assets, stocks of U.S. and foreign real estate and natural resource companies, aggressive growth
stocks and dollar assets such as U.S. Treasury bills, notes and bonds and short-term corporate bonds. The Permanent
Portfolio’s objective is to preserve and increase the “purchasing power” value of its shares over the long term.

The Short-Term Treasury Portfolio invests at least 80% of its assets in short-term U.S. Treasury bills and notes
with maturities of less than thirteen months, and U.S. Treasury bonds with remaining maturities of thirteen months
or less. The Short-Term Treasury Portfolio’s objective is to earn high current income, consistent with safety and
liquidity of principal.

The Versatile Bond Portfolio invests at least 80% of its assets in a diversified portfolio of short-term corporate
bonds rated “A” or higher by Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (“Standard &
Poor’s”), with a remaining maturity of twenty-four months or less. The Versatile Bond Portfolio’s objective is to
earn high current income, while limiting risk to principal.

The Aggressive Growth Portfolio invests in stocks and stock warrants of U.S. companies selected by Pacific
Heights Asset Management, LLC, the Fund’s investment adviser (“Pacific Heights” or “Investment Adviser”), for
high profit potential. The Portfolio may invest in shares of companies of any market capitalization, including small-
capitalization or mid-capitalization companies, however, at least 60% of the Portfolio’s assets will ordinarily be
invested in securities listed on the New York Stock Exchange. The Aggressive Growth Portfolio’s objective is to
achieve high (greater than for the stock market as a whole), long-term appreciation in the value of its shares.

Each Portfolio follows the dividend and tax-planning policies described in the Prospectus under “Summary of
Other Features — Investment and Tax Planning,” “Tax Planning Policies” and “Dividends, Other Distributions and
Taxes.” The Short-Term Treasury Portfolio and the Versatile Bond Portfolio also provide check redemption services
as described in the Prospectus under the heading “Shareholder Account Services and Privileges — Check
Redemptions — Short-Term Treasury Portfolio and Versatile Bond Portfolio Only.”

Solely for the purpose of holding overnight cash balances (but not for investment purposes), a Portfolio may hold
investments up to seven days in short-term U.S. Treasury securities or repurchase agreements with commercial
banks and securities broker-dealers, in amounts ordinarily not to exceed 3% of the Portfolio’s net assets, or 4% if the
repurchase agreement is entered into with the Fund’s custodian, State Street Bank and Trust Company.

Market Events

Events in the financial sector in recent years have resulted, and may continue to result, in an unusually high
degree of volatility in the financial markets, both domestic and foreign, and in the net asset values of many mutual
funds, including, to differing degrees, the Portfolios.

These events have also decreased liquidity in some markets and may continue to do so. The reduced liquidity in
credit and fixed income markets may negatively affect many issuers worldwide. Illiquidity in these markets may
mean there is less money available to purchase raw materials, goods and services, which may, in turn, bring down
the prices of these economic staples. These recent market conditions also have resulted in some debt securities
experiencing credit downgrades and increased likelihood of default. These events have reduced the willingness and
ability of some lenders to extend credit, and have made it more difficult for borrowers to obtain financing on
attractive terms, if at all. As a result, the values of many types of securities have been reduced, including, but not
limited to, mortgage-backed, asset-backed and corporate debt securities. Because the situation is unprecedented and
widespread, it may be unusually difficult to identify both risks and opportunities using past models of the interplay
of market forces, or to predict the duration of these market events.

The U.S. Government has taken a number of unprecedented actions to support certain financial institutions and
segments of the financial markets that have experienced extreme volatility, and, in some cases, a lack of liquidity.
The ultimate effect of these efforts is, of course, not yet known.



Federal, state, and other governments, their regulatory agencies, or self regulatory organizations may take
actions that affect the regulation of the securities in which the Permanent Portfolio, Versatile Bond Portfolio and
Aggressive Growth Portfolio invest, or the issuers of such securities, in ways that are unforeseeable. Legislation or
regulation may also change the way in which the Portfolios themselves are regulated. Such legislation or regulation
could limit or preclude the ability of these Portfolios to achieve their investment objectives.

Investment Strategies

Permanent Portfolio

The Permanent Portfolio’s investment policies reflect the opinion of the Investment Adviser that it is impossible to
forecast inflation rates or other economic events with a high degree of reliability and that only investors who are
willing to embrace a high degree of risk should act on such forecasts. An investment vehicle such as the Portfolio, the
goals of which include the preservation of purchasing power, acknowledges a broad range of economic possibilities,
and, in order to preserve purchasing power over the long term, incorporates investments for each of them. In the
opinion of the Investment Adviser, economic possibilities for the future are limited to the following:

1. Rising inflation. From 1960 through 1980 the rate of inflation generally rose, with intermittent pauses and
reversals. The inflation rate generally fell, with intermittent pauses and reversals, from 1980 through 2009. The
Investment Adviser believes that if the pattern of rising inflation resumes, the investments most likely to
appreciate would include gold, silver, Swiss franc assets and interests in real estate and natural resources. Gold,
silver, real estate and natural resources tend to be profitable during periods of rising inflation because inflation
and the fear of further inflation add to investor demand for assets whose values are not denominated in a fiat (non-
convertible) currency. Swiss franc assets tend to appreciate during periods of rising inflation because, although
the Swiss franc is a fiat currency, the Swiss government traditionally has acted with a high degree of restraint in
permitting the issuance of new currency. Such restraint is generally taken to indicate that a currency will preserve
its purchasing power. If the rate of inflation does rise, the prices of common stocks (other than those of U.S. and
foreign real estate and natural resource companies) and, more especially, of dollar assets, are likely to decline.

2. Abruptly slowing inflation. Most periods of extended inflation in U.S. history have been followed by abrupt
declines in the rate of inflation and, in many cases, by deflation. The Investment Adviser believes that if inflation
should decline abruptly (or deteriorate into a deflation), the investments most likely to appreciate would include
previously-issued dollar assets such as U.S. Treasury securities, since interest rates on newly issued dollar
investments of these types tend to decline during periods of declining inflation, thus increasing the value of
previously-issued securities. If the rate of inflation does decline abruptly, it is likely that gold, silver, Swiss franc
assets and most common stocks would decline in value.

3. Gradually slowing inflation. If the rate of inflation declines slowly (a “soft landing”) and the economy escapes
the trauma that has followed most inflations, the Investment Adviser believes that common stocks would be
among the investments most likely to appreciate. The results for stock market issues that tend to rise and fall to a
greater degree than the stock market as a whole (the types of issues that the Investment Adviser attempts to
identify and include in the Portfolio’s investment portfolio as aggressive growth stocks) would be especially
favorable. In the opinion of the Investment Adviser, common stocks tend to appreciate during periods of
gradually declining inflation because the occurrence of a soft landing indicates that the economy will not suffer
the disruption associated with an abrupt decline in inflation. If the rate of inflation does decline gradually, it is
likely that gold, Swiss franc assets and the stocks of U.S. and foreign real estate and natural resource companies
would decline in value.

The Portfolio attempts to achieve its objective by maintaining a combination of investments, the purchasing
power of which as a whole should hold steady or increase in the variety of economic circumstances listed above. The
Investment Adviser is unable to make an assessment as to the current state of the economy and has no opinion as to
the occurrence of any particular economic possibility for the future.

As indicated above, the Portfolio’s investments include gold, silver, Swiss franc assets, various stock market
issues and dollar assets. The investment categories were selected and the Target Percentages assigned when the
Portfolio was created in accordance with the Portfolio’s prior investment adviser’s opinion of the volatility of the
investments and their past and anticipated future performances in varying economic circumstances. The Portfolio’s



current Investment Adviser believes that the investment categories and Target Percentages continue to be
appropriate. Of course, the Portfolio has no control over the manner in which particular investments respond
to changes in economic conditions. For example, even in an inflationary climate, there may be large-volume sellers
of gold or silver whose actions would tend to depress the prices of those commodities.

Short-Term Treasury Portfolio

The Short-Term Treasury Portfolio’s investment policies reflect the opinion of the Investment Adviser that investors
may seek to earn high current income while maintaining safety and liquidity of principal. The Portfolio was designed for
investors who wish to avoid the risk of large price declines that can occur in the stock and bond markets and who desire
state and local income tax-planning and check-writing privileges. The Portfolio therefore invests only in U.S. Treasury
securities (the interest on which is exempt from state and local tax), and at least 80% of its assets are invested in short-
term U.S. Treasury bills and notes. The Portfolio is not a money market fund and does not seek to maintain a stable price
per share. The Portfolio also provides those shareholder services described in the Prospectus under the heading
“Shareholder Account Services and Privileges.”

Versatile Bond Portfolio

The Versatile Bond Portfolio’s investment policies reflect the opinion of the Investment Adviser that short-term
(with a remaining maturity of twenty-four months or less), corporate bonds, rated “A” or higher by Standard &
Poor’s, historically have provided high returns and their price fluctuations ordinarily are less volatile. Constructing
a portfolio from such bonds can be a formula for achieving high current income without bearing the serious risks of
buying less than investment grade (‘“junk’) bonds or long-term corporate, municipal or U.S. Treasury bonds. The
Portfolio, therefore, ordinarily invests at least 80% of its assets in a diversified portfolio of corporate bonds rated
“A” or higher by Standard & Poor’s and having a remaining maturity of twenty-four months or less. The Portfolio
may purchase U.S. Treasury securities with remaining maturities of two years or less for temporary cash holdings.

Aggressive Growth Portfolio

The Aggressive Growth Portfolio’s investment policies reflect the opinion of the Investment Adviser that the stock
market has been the most successful long-term investment since 1926, and that an investor seeking to construct his or
her own investment portfolio should include an investment whose profitability is linked directly to the stock market.
The Investment Adviser believes that stocks have been the most successful long-term investment because stocks
represent ownership in the engines of wealth — factories, mines, airlines, telephone systems, research laboratories,
publishing companies, financial service organizations and other productive enterprises — that turn out the goods and
services people need and want. Stock market investments have earned the best long-term profits because they feed
capital to these engines of wealth, making them even more productive.

Stock market investors, however, need caution. While the stock market’s total return has been high, it has not
been smooth or steady. Most stocks are riskier than bonds or money market instruments; and, unlike gold, stocks are
vulnerable to inflation. And there is no guarantee that the economic growth that underlies long-term stock market
profits will continue in the future, which is one reason a prudent investor should carefully consider how much of his
or her capital to invest in stocks. Stocks are tightly linked to the real world of production and commerce, and any
shock in the economy (inflation, recession, political turmoil, bad news of any kind) can translate into a shock for the
stock market. For an investor who holds only a limited portion of his or her investment portfolio in stocks, the
Investment Adviser believes that the stocks that the investor holds should be volatile, the kinds of stocks whose
prices move faster and farther than the stock market as a whole. In addition, volatile stocks can reduce such an
investor’s portfolio’s overall risk by minimizing the share of his or her portfolio that needs to be devoted to stocks.
With less of his or her overall portfolio allocated to stocks, the investor is less vulnerable to any single economic
event — such as inflation, deflation or recession — that might be disastrous for the stock market as a whole.

The Portfolio invests in U.S. companies whose stocks have been selected for their high (higher than for the stock
market as a whole), long-term appreciation potential. With such a selection, when the stock market as a whole rises,
the value of shares in the Portfolio should rise more. Of course, no selection of stocks can be guaranteed to “outrun”
a rising market. While the Portfolio’s stocks involve more risk than the average stock, especially when the stock
market as a whole is declining, they also offer greater potential reward. During bull markets in stocks, volatile stocks
can put the investor on the “fast track”™ to high stock market prices because, in the opinion of the Investment Adviser,
stocks in general typically gain much more during periods when the stock market as a whole is rising than they lose



during periods that follow when the stock market as a whole is declining. Therefore, the Investment Adviser
believes that in the long term, volatile stocks should outperform other stocks.

The Portfolio is fully invested in the stock market at all times (except for temporary cash holdings as discussed
above). It does not take on the unnecessary risks that come with attempts to switch in and out of the market. Its
“fully-invested” policy assures that it will not miss out on a bull market in stocks because it has mistakenly decided
to sit on the sidelines.

Investors in the following circumstances may find that the Portfolio can help to achieve their objectives. An
investor who has only recently begun investing and has many earning years ahead of him or her may be willing to
bear short-term risks for his or her capital, in order to maximize long-term appreciation. An investor whose wealth is
mostly tied up in real estate, annuities, life insurance, pension plans or trusts may desire to use any cash available for
a stock market investment in a way that is most effective. An investor who owns high-yielding stocks (those that pay
high taxable dividends) may improve his or her after-tax return by replacing the high-yielding issues with shares in
the Portfolio. Although this may tend to increase the short-term volatility of his or her stock market holdings, the
Portfolio’s tax-planning could permit more of his or her stock market profits to be retained, instead of being lost to
current taxes, so that his or her capital may grow faster. And an investor who is interested in short-term stock trading
may acquire shares in the Portfolio whenever he or she believes the time is right to invest in stocks, knowing that the
Portfolio is always fully invested in stocks and being able to take advantage of the fact that the Portfolio invests only
in volatile stocks. Thereby he or she can maintain a larger position in the stock market without risking too much of
his or her speculative budget.

Investment Categories

Dollar assets. The Prospectus describes the investment categories and Target Percentages of the Permanent
Portfolio. As a further elaboration on the dollar asset investment category, and for information regarding the
holdings of the Short-Term Treasury Portfolio and the Versatile Bond Portfolio, please see the box on page 6 of this
SAI entitled “High-Grade Dollar Assets.” Except for U.S. Treasury obligations and certain U. S. Government
agency securities, all dollar assets are subject to default risk, that is, the risk that the issuer’s promise to make
payment will not be kept. The Investment Adviser attempts to reduce this risk to a very low level by purchasing
high-grade dollar assets. Consequently, the Portfolios do not invest in certificates of deposit or commercial paper,
even though the yields on such investments may be higher than the yields on high-grade dollar assets. Long-term
dollar assets, and, to a lesser extent, short-term dollar assets, are subject to the risk of rising interest rates. As rates
rise, as they tend to do during periods of rising inflation, the market values of dollar assets decline. See the
discussion under “Investment Strategies — Permanent Portfolio — Abruptly slowing inflation” above. The degree
to which the Permanent Portfolio, through its dollar assets, is exposed to the risk of rising interest rates can be
measured by the average length to maturity (“term structure”) of its net dollar assets (the amount of its dollar assets
reduced by any outstanding borrowings). The greater the average length to maturity, the greater the risk. The
average length to maturity of the Permanent Portfolio’s net dollar assets will not exceed fifteen years. For purposes
of computing the average length to maturity of the Permanent Portfolio’s dollar assets, the following method is
used:

(i)  multiply the value of each dollar asset by the length of time until its maturity;
(i) compute the sum of the results of (i);

(iii)) from the result of (ii), subtract the sum of the amount of each debt (including reverse repurchase
agreements) owed by the Permanent Portfolio multiplied by the length of time until its repayment is due;

(iv) divide the result of (iii) by the Permanent Portfolio’s average net dollar assets.

Repurchase agreements. The Permanent Portfolio may also enter into repurchase agreements on the dollar assets
described above. (Each of the Fund’s other Portfolios may also include repurchase agreements in their assets.) Please see
the box on page 6 of this SAI entitled “High-Grade Dollar Assets.” A Portfolio would suffer a loss on a repurchase
agreement if the seller defaulted on its repurchase obligation when the value of the underlying investment had declined to
less than the agreed upon repurchase price. In order to reduce the risk of loss from such transactions, a Portfolio will enter
into repurchase agreements whose underlying investments are, in the case of any of the Fund’s Portfolios, only other
dollar assets (or, in the case of the Short-Term Treasury Portfolio, U.S. Treasury securities) which, in the opinion of



the Investment Adviser, present only a very small risk of default. The Fund does not currently intend that more than
5% of the net assets of any Portfolio will be subject to repurchase agreements during the current fiscal year.

Gold. The Permanent Portfolio will buy and sell gold only to and from banks (both U.S. and foreign), regulated
U.S. commodities exchanges, exchanges affiliated with a regulated U.S. stock exchange and dealers that are
members of, or affiliated with members of, a regulated U.S. commodities exchange or stock exchange or approved
by the U.S. Treasury as qualified to purchase American Eagle coins from the U.S. Mint, or interests equivalent
thereto, in accordance with applicable investment laws. The Permanent Portfolio will not purchase gold from any
producer of the metal or in any form that is not readily marketable. However, to the extent that the Permanent
Portfolio actually holds gold bullion and coins, it may encounter higher storage and transaction costs than those
normally associated with the ownership of securities. Gold generates no interest or dividends, offering only the
potential for capital appreciation. In addition, gold is subject to the risk that it could be lost, damaged or stolen, or
that access to the gold could be restricted by natural events (such as earthquake) or human actions (such as terrorist
attack).

Silver. The Permanent Portfolio’s silver holdings may include bullion-type silver coins minted by the
U.S. Treasury. Like gold, silver generates no interest or dividends, offering only the potential for capital
appreciation. Silver is also subject to the other risks and issues discussed above for gold.

Swiss franc assets. The Permanent Portfolio also holds Swiss franc assets. The Swiss franc is subject to the risk
that inflation (either actual or expected) will decrease in the United States or rise in Switzerland. The price of the
Swiss franc is also subject to the imposition of exchange controls; to manipulation by the Federal Reserve System,
the Swiss National Bank and, to a lesser extent, by other Swiss central banks and official agencies; and to investment
controls established by the Swiss or U.S. Government. While Switzerland has historically been a politically stable
nation, there is no assurance that the country may not become subject to the risks discussed under “Portfolios
Summaries — Permanent Portfolio” in the Prospectus.

Real estate and natural resource company stocks. Investments in the Permanent Portfolio’s real estate and
natural resource company stocks category are generally common stocks, but the Portfolio may acquire preferred
stocks, shares of beneficial interest in real estate investment trusts and American Depositary Receipts (“ADRs”) on
stocks within this category. The Permanent Portfolio will invest in a security in this category only if it is listed on a
national securities exchange in the United States, or the principal exchange of a foreign country, as determined by
the Fund’s Board of Directors (“Board of Directors”), or is an over-the-counter stock quoted on the Nasdaq Stock
Market.

Aggressive growth stocks. Investments in the Permanent Portfolio’s aggressive growth stocks category, and
investments in the Aggressive Growth Portfolio, may include stock warrants, which are long-term options to
purchase shares of stock at a fixed price. Most stock warrants are subject to expiration, which causes their value to
dwindle with the passage of time. Each of the Permanent Portfolio’s and the Aggressive Growth Portfolio’s total
investments in warrants is limited to a value (at the lower of cost or market) not to exceed 5% of the Portfolio’s net
assets, and warrants which are not listed on the New York or American Stock Exchanges may not exceed 2% of the
Portfolio’s net assets.

Short-term corporate bonds. Investments in the Permanent Portfolio’s dollar asset category, and investments in
the Versatile Bond Portfolio, may include short-term corporate bonds rated “A” or higher by Standard & Poor’s
when acquired by the Portfolio, but whose ratings subsequently have become downgraded. Ordinarily, the
Portfolios will sell any investment that has been downgraded below Standard & Poor’s “A” rating, but may
retain such an investment if such investments in the aggregate do not exceed 2% of the Portfolio’s net assets.



HIGH-GRADE DOLLAR ASSETS

U.S. Treasury Bills. Treasury bills are short-term (fifty-two weeks or less) loans to the U.S. Government.
Treasury bills are full-faith-and-credit obligations of the U.S. Treasury and are generally regarded as being free of
any risk of default. Treasury bills are actively traded in the open market. Because of their short time to maturity,
their day-to-day price fluctuations are small.

U.S. Treasury Notes and Bonds. Treasury notes and bonds are long-term (as long as thirty years) loans to the
U.S. Government. Like Treasury bills, they are full-faith-and-credit obligations of the U.S. Treasury and are
generally regarded as free of any risk of default. Treasury notes and bonds are actively traded in the open market.
Because of their long maturities, they are subject to larger day-to-day fluctuations in price than Treasury bills.

U.S. Government Agency Securities. Short-term notes and long-term bonds are also issued by various agencies of
the U.S. Government or by enterprises sponsored by the U.S. Government. Most such notes and bonds are not full-
faith-and-credit obligations of the U.S. Treasury and generally do not carry a direct guaranty by the
U.S. Government itself. Some obligations, such as those issued by the Federal National Mortgage Association
and the Federal Home Loan Mortgage Corporation, are backed only by the credit of the issuing agency or
instrumentality, and in some cases there may be some risk of default by the issuer.

High-Grade Corporate Bonds. High-grade corporate bonds are debt obligations of corporations with a
Standard & Poor’s rating of “A” or higher and a remaining time to maturity of twenty-four months or less, and
may include corporate notes and debentures. Such bonds are not guaranteed by the U.S. Government and are subject
to some risk of default. Such bonds also are subject to price fluctuations caused by changes in open-market interest
rates; however, such fluctuations are much smaller than for long-term bonds and are only slightly greater than for
U.S. Treasury bills. The Permanent Portfolio and the Versatile Bond Portfolio may invest in high-grade corporate
bonds.

Banker’s Acceptances. A banker’s acceptance is a postdated check written by a business (not necessarily a major
corporation) that has been “accepted” and guaranteed by a bank. Usually, the postdating is for no more than nine
months. The types of acceptances which the Permanent Portfolio would acquire are those which are actively traded
in the open market.

There are two, often three, guaranties behind a banker’s acceptance. First, the acceptance is an obligation of the
bank that has accepted it. Second, if the accepting bank should default on its obligation, the business that wrote the
accepted check ordinarily would be responsible for making payment to the investor. Third, an acceptance is often
secured by a pledge of merchandise or other property. Banker’s acceptances are generally regarded as among the
safest of all privately issued, short-term dollar assets. The Investment Adviser considers banker’s acceptances, with
their multiple backing, to be significantly safer than certificates of deposit, which represent the obligation of a single
entity.

Repurchase Agreements. In a repurchase agreement, a Portfolio buys an investment (‘“underlying security”),
such as a Treasury bond, that the seller agrees to buy back at a later date for a stated price. Repurchase agreements
entered into by the Fund’s Portfolios will generally run for seven days or less. The Fund’s Portfolios earns interest
on the transactions, either in the form of an explicit payment or in the form of a differential between the purchase
price and the repurchase price.

Repurchase agreements may be considered loans to sellers of the underlying securities, with those securities
constituting the collateral for the loans. The Fund’s Portfolios would suffer a loss on a repurchase agreement if the
seller defaulted on its obligation to repurchase the underlying securities when the value of the securities had
declined to less than the agreed upon repurchase price. In order to reduce the risk of loss from such transactions, the
Fund’s Portfolios will only enter into repurchase agreements whose underlying securities are only U.S. Treasury
securities, U.S. Government agency securities and banker’s acceptances, which in the opinion of the Investment
Adpviser, present only a very small risk of default.

The Fund’s Portfolios generally will enter into repurchase agreements only with banks. They may enter into a
repurchase agreement with a broker-dealer provided that the agreement is fully collateralized and “marked to
market” daily (which would require sufficient adjustments of cash or collateral to be made each day so that the
current value of the collateral is at least equal to the amount of the loan including accrued interest thereon). Such
collateral would be deposited with the Fund’s custodian.




Iliquid Investments

The Permanent Portfolio may hold in the aggregate a maximum of 10%, and the Aggressive Growth Portfolio
may hold in the aggregate a maximum of 5%, of each of its net assets in investments that have no ready market for
resale and securities for which no readily available market quotation exists, including repurchase agreements
maturing in more than seven days. For this purpose, securities of U.S. issuers are deemed to have no readily
available market quotation if they are restricted securities (securities that must be registered under the Securities Act
of 1933, as amended, before they may be offered or sold to the public); securities of non-governmental foreign
issuers are deemed to have no readily available market quotation if they are not listed or traded on a recognized
domestic or foreign securities exchange; other assets of the Portfolio are deemed to have no ready market for resale
if, in the opinion of the Board of Directors, no bona fide market exists for the asset at the time of its purchase or
subsequent valuation. However, no investment is counted toward the limit if its bid/ask spread (on bona fide quotes
from dealers and market-makers) normally is less than 4%, or if it is subject to a put option exercisable in seven days
or less or a forward contract that matures in seven days or less.

If through the appreciation of restricted securities and other assets for which no readily available market
quotation or ready market exists or through the depreciation of unrestricted securities or other assets for which a
ready market does exist, more than 10% of the Permanent Portfolio’s net assets, or more than 5% of the Aggressive
Growth Portfolio’s net assets, should be invested in illiquid assets, then the Investment Adviser would consider
appropriate steps to protect the Portfolio’s liquidity. Each Portfolio currently intends that less than 5% of its assets
will be invested in illiquid investments.

Offsetting and Indirect Investments

The Permanent Portfolio, in carrying out its investment and tax-planning policies and in maintaining the Target
Percentage for each investment category, and the Aggressive Growth Portfolio, in carrying out its investment and
tax planning policies, each may write covered call options and purchase put options on stocks that it owns, make
short sales of stocks that it owns, and borrow money and enter into reverse repurchase agreements. The Permanent
Portfolio also may buy and sell gold, silver and Swiss francs in the forward market (including through the purchase
and sale of futures contracts). Neither Portfolio has any current intention of investing in these investments or using
these techniques.

Although these instruments are commonly associated with speculative, short-term trading, each of the
Permanent Portfolio and the Aggressive Growth Portfolio is prohibited from using them, and will not use
them, for such purpose (or in contravention of such rules and regulations or orders as the Securities and
Exchange Commission (“SEC”) may prescribe). The Permanent Portfolio may, from time to time, use short
sales, forward contracts, put and call options, borrowings and reverse repurchase agreements only to reduce
discrepancies between its actual holdings and the Target Percentages in instances where the devices appear to offer
an advantage in price or yield over a direct purchase or sale of the underlying asset, or for tax planning. The
Aggressive Growth Portfolio may, from time to time, use such devices only in instances where they appear to offer
an advantage in price or yield over a direct purchase or sale of the underlying asset, or for tax planning. Each
Portfolio expects, when it uses put and call options, forward contracts, and short sales, to make or accept delivery of
the underlying asset. Each Portfolio would elect not to make or accept delivery only when so electing would, in the
opinion of the Investment Adviser, achieve an advantage in price, yield, or tax planning. In such instances, those
Portfolios would enter into an offsetting option transaction (selling the put and purchasing the call), or an offsetting
forward transaction (selling or purchasing a forward contract, as the case might be), or would close out the short sale
by purchasing and delivering the underlying securities. Those Portfolios generally would incur additional brokerage
costs in doing so. The Permanent Portfolio may engage in forward contracts and short sales outside of the United
States, which might entail additional risks. See “Portfolios Summaries — Permanent Portfolio” in the Prospectus.

As an example of how the Permanent Portfolio might use the strategies described above, if its actual holdings of
gold exceeded the Target Percentage of 20%, the Portfolio might enter into a forward sale for the excess amount.
The quantity of gold subject to the forward sale then would be counted as an offset against the Portfolio’s actual
holdings, and the payment receivable from the forward sale would be counted as a dollar asset.

Similarly, the Permanent Portfolio might increase its position in an investment category by making purchases in
the forward market. For example, if its actual holdings of silver fell below the Target Percentage of 5%, the Portfolio



might purchase silver in the forward market and count it as silver owned. The money payable to the seller upon
delivery of the silver to the Portfolio would be counted as an offset against its holdings of dollar assets.

As a further example, the Permanent Portfolio or the Aggressive Growth Portfolio might use put and call options
to effectively reduce its holdings of a particular stock. Those Portfolios would do so by writing (selling) call options
on the shares of stock they owned and simultaneously purchasing put options (with the same expiration date and
strike price) on the same stock. The effect of the option transactions would be virtually to eliminate the Portfolio’s
interest in the price of the stock for the duration of the options, since the net value of the option position would
(within narrow limits) change dollar for dollar with, but in the direction opposite to, changes in the price of the
stock. The combined dollar value of the stock and the option position would be approximately fixed, but, due to
competitive factors in the option market, normally would tend to rise gradually over the life of the options.
Accordingly, while the option position remains open, the Permanent Portfolio would count the value of the stock
together with the option position as a dollar asset.

The Permanent Portfolio may borrow money or enter into reverse repurchase agreements in order to reduce its
net holdings of dollar assets to the level called for by the Target Percentages, but the Portfolio may not borrow for
the purpose of speculative, short-term trading. The amount of any borrowing by the Permanent Portfolio would be
counted as an offset against its holdings of dollar assets, and the money borrowed would be invested to increase the
Portfolio’s holdings in other investment categories to the levels called for by the Target Percentages.

Additional information regarding offsetting and indirect investments appears below.

Put and call options. In exchange for a premium, the seller (writer) of a call option grants to the option buyer the
right, until a certain expiration date, to purchase shares of stock at a fixed price (the strike price). For a speculative
trader, the risk assumed by selling a call option is that the market price of the underlying stock prevailing on the
expiration date may be above the option’s strike price. In that case, the speculative option seller (unlike the
Permanent Portfolio and the Aggressive Growth Portfolio, which would own the underlying stock, i.e., a “covered”
call option) could be forced to purchase the stock to cover the option and deliver it to the option buyer. The
difference between the option’s strike price and the stock’s price in the open market would represent a loss to the
option seller.

By paying a premium, the purchaser of a put option acquires the right, until a certain expiration date, to sell
shares of stock at a fixed strike price. For a speculative trader, the risk of purchasing a put is that the market price of
the underlying stock prevailing on the expiration date may be above the option’s strike price. In that case, the option
would expire worthless and the entire amount invested in it would be lost.

The purchase of a put option simultaneously with the sale of a call option (on the same stock and with the same
strike price and expiration date) is considered in economic effect a short sale of the underlying stock; the net value of
the option position tends to change dollar for dollar with, but in a direction counter to, the price of the underlying
stock. The Permanent Portfolio or the Aggressive Growth Portfolio might enter into a short sale, instead of a
combined option transaction, of a particular stock that it owned if no option were available on the stock or if the
short sale provided an advantage in price over a combined option transaction.

The combined option transaction also involves both the payment of a premium (for the purchase of the put
option) and the receipt of a premium (from the sale of the call option). For a speculative trader, the risk of such a
combined option transaction is that the price of the underlying stock will rise. In that case, each one-dollar rise in the
price of the stock would result in a loss of approximately one dollar on the combined option transaction.

The only type of option transaction which the Permanent Portfolio or the Aggressive Growth Portfolio may enter
into as an offsetting or indirect investment is the combined transaction described in the preceding paragraph.
However, those Portfolios will enter into such a transaction only if they actually own the stock to which the options
apply, and they will continue to hold the option positions only while they continue to hold the stock. Thus, any loss
on a permissible option transaction should be approximately equaled by a gain on the price of the stock.



Each of the Permanent Portfolio and the Aggressive Growth Portfolio has adopted the following operating
policies with respect to option transactions used as offsetting or indirect investments, which may be changed only by
the Board of Directors:

 the aggregate value of the stock underlying option transactions, determined as of the date the options are entered
into, will not ordinarily exceed 10% and may not exceed 25% of such Portfolio’s net assets;

* the stock underlying the options must be listed on a national securities exchange, and the option must be issued
by the Chicago Board Options Clearing Corporation;

* the aggregate premiums paid for all put options purchased by such Portfolio and held by it at any one time will
not exceed 2% of its net assets;

» the stock underlying the options must be qualified within such Portfolio’s investment categories; and
¢ the maximum term of the options will not exceed nine months.

The foregoing discussion applies only to option transactions used as offsetting or indirect investments and has no
application to the acquisition of stock warrants by the Permanent Portfolio or the Aggressive Growth Portfolio. See
“Investment Categories — Aggressive growth stocks” in this SAIL

Forward contracts. A forward purchase obligates the purchaser to pay a fixed price for a commodity (or
currency) to be delivered at a fixed date in the future. A forward sale is the counterpart of a forward purchase; it
obligates the seller to deliver a commodity (or currency) on a fixed date in the future in exchange for a fixed price.

Except for futures contracts (the type of forward contract that is traded on a U.S. futures exchange), forward
contracts usually are settled in cash at the contract’s maturity date. A futures contract, on the other hand, usually
involves daily settlement, in cash, of the gain or loss on the commodity’s price each day. Commodity futures
contracts traded on U.S. commodity exchanges are subject to the regulation of the exchange and of the Commodity
Futures Trading Commission under the Commodity Exchange Act, in order to prevent price manipulation and
excessive speculation, and to promote orderly and effective commodity futures markets. Such regulations may
include trading and daily price limits, position limits and margin requirements. Forward contracts with a bank or
dealer generally are not secured or guaranteed by an exchange, clearing corporation, or similar entity.

Because it is possible to enter into forward purchase and sales contracts by making an initial payment of as little
as 5% (or even less) of the value of the commodity, forward contracts can involve a high degree of risk; even a small
decline in the price of the commodity could result in the loss of most or all of the cash invested. The Permanent
Portfolio, however, will not trade in commodity forward contracts; it will enter into forward purchases only for
amounts of commodities (or Swiss francs) needed to meet the Target Percentages, and it will enter into forward sales
only for amounts of commodities (or Swiss francs) it actually owns that exceed the Target Percentages.
Consequently, the Permanent Portfolio will not be subject to the high degree of risk associated with the
speculative use of forward contracts, although each forward transaction, viewed in isolation, would still appear
to involve the risks normally associated with forward contracts. Furthermore, the Permanent Portfolio has adopted
the following operating policies, which may be changed only by the Board of Directors:

e it will use forward contracts only to acquire and dispose of actual commodities (or Swiss francs) within the
Target Percentages, and not for any speculative purpose;

e it will enter into forward contracts only through a regulated U.S. commodity exchange or dealers that are
members of or affiliated with members of a regulated U.S. commodity exchange, or with the ten largest (in
assets) U.S. banks or ten largest (in assets) Swiss commercial banks, excluding cantonal and savings banks, as
determined by the Swiss National Bank;

e its net assets plus its borrowings and the aggregate price of all commodity forward contracts it owns (measured
by multiplying the number of units to which the contracts refer by the price per unit specified) will equal at least
300% of the aggregate price of all commodity forward contracts it owns and any borrowings. If the 300%
requirement specified above is not being met at any time, the Permanent Portfolio will take the necessary steps to
restore the 300% coverage within three business days. Sales of commodity forward contracts in order to comply
with this 300% limitation may have an adverse impact on the Portfolio;



¢ it will segregate, and maintain in a segregated account until the commodity forward purchase contract is closed
out, cash or U.S. government securities equal in value to the purchase price required to be paid by the Portfolio
due on the settlement date under the contract;

it will not invest (including the placing of additional margin deposits) more than twice the amount of the original
margin deposit in any commodity forward contract; and

e it will not invest in, or be contingently obligated in connection with, commodity contracts in an amount
exceeding 10% of its assets.

The assets maintained in the segregated account referred to above will continue to be treated as dollar assets for
purposes of the Target Percentages until the settlement date under the contract.

The Permanent Portfolio did not engage in any forward contracts during the last fiscal year, and does not intend
to engage in any forward contracts during the current fiscal year.

Short sales. A short sale obligates the seller to deliver a security at a later, perhaps indefinite, date. In return, the
seller receives a price that is fixed on the date of the sale. For a speculative trader, the risk of making a short sale is
that the price of the security will rise, forcing the short seller to purchase the security at a higher price than he
receives from the short sale. In principle, the potential loss is unlimited, since there is no absolute limit on how high
an investment’s price might rise.

Each of the Permanent Portfolio and the Aggressive Growth Portfolio will enter into short sales only of stocks
that it owns, and it will retain such stocks so long as the short position remains open. (In other words, those
Portfolios will enter into short sales “against the box.”) Consequently, those Portfolios will not be exposed to the
risks associated with the speculative use of short sales. Neither Portfolio entered into short sales during its last fiscal
year, nor intends to enter into short sales during its current fiscal year. Furthermore, each such Portfolio has adopted
the following operating policies with respect to short sales, which may be changed only by the Board of Directors:

it will limit the dollar amount of short sales at any one time to a value ordinarily not to exceed 10% and in no
instance to exceed 25% of its net assets; and

* the value of securities of any one issuer in which it may be short will not exceed the lesser of 2% of the value of its
net assets or 2% of the securities of that class of that issuer.

Borrowed money. The purchase of investments with borrowed money can entail a higher degree of risk from
price fluctuations than a cash purchase using one’s own funds, since the borrowings allow the buyer to purchase
more of the investment than he or she could using only his or her own cash (“Leverage Risk™). For example, if the
buyer finances a purchase of 50% with his or her own cash and 50% with borrowed funds, each 1% decline in the
price of the investment would result in a 2% decline in the net value of his or her position in the investment. A 50%
decline in price would result in a total loss. In addition, the buyer would incur interest expense on borrowed funds.

Borrowing also can add to the risk of loss from investment price fluctuations if the borrowing increases the
average length to maturity of the borrower’s net dollar assets, since such borrowing may increase the borrower’s
exposure to fluctuations in the prices of dollar assets due to changes in interest rates (“Interest Rate Risk™).
However, as indicated under “Investment Categories” above, the average length to maturity of the Permanent
Portfolio’s net dollar assets may not exceed fifteen years — a term structure that the Portfolio could achieve without
the use of borrowed money. Consequently, the Permanent Portfolio’s ability to borrow will not increase its potential
exposure to loss from investment price fluctuations due to Interest Rate Risk. Furthermore, the Permanent Portfolio,
the Versatile Bond Portfolio and the Aggressive Growth Portfolio each has adopted the following operating policies
with respect to borrowings:

e the amount of money such Portfolio may borrow will be limited by the Investment Company Act of 1940, as
amended (“1940 Act”), so that immediately after such borrowing the amount borrowed may not exceed 33"4% of
the value of such Portfolio’s assets (including the amount borrowed) less its liabilities (not including any
borrowings but including the fair market value at the time of computation of any securities with respect to which
there are open short positions). If, due to market fluctuations or other reasons, the value of such Portfolio’s assets
falls below the coverage requirement of the 1940 Act, such Portfolio will, within three business days, reduce its
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debt to the extent necessary. To do this, such Portfolio may have to sell a portion of its investments at a time when
it may be disadvantageous to do so;

e such Portfolio may borrow only from banks in accordance with the 1940 Act, and will also be subject to
applicable margin limitations imposed by regulations adopted by the Federal Reserve Board;

* in observing these limits, such Portfolio will count the proceeds of reverse repurchase agreements (see below) as
borrowed money; and

e such Portfolio will segregate, and maintain in a segregated account until the borrowing is repaid, cash,
U.S. government securities or other appropriate liquid assets equal to the amount borrowed. See “Forward
contracts” above for the treatment of the segregated assets.

No Portfolio has any current intention of engaging in any borrowings during the current fiscal year.

Reverse repurchase agreements. A reverse repurchase agreement is a special device for borrowing money. Under
such an agreement, the borrower sells an investment (usually a bond, money market instrument or other dollar asset)
and agrees to repurchase it later at a fixed price. Because it is possible to borrow nearly the entire purchase price of a
bond or other dollar asset through a reverse repurchase agreement, such agreements can be used by traders to
speculate on price changes, especially price changes associated with declines in interest rates. Such speculation is
highly risky, since an unforeseen rise in interest rates could cause a loss that equals or even exceeds the cash
invested.

The Permanent Portfolio, the Versatile Bond Portfolio and the Aggressive Growth Portfolio may enter into
reverse repurchase agreements; however, no Portfolio will use reverse repurchase agreements for any speculative
purpose. Reverse repurchase agreements have virtually the same effect on a Portfolio as borrowing. Those
Portfolios might enter into a reverse repurchase agreement, instead of a borrowing, if the reverse repurchase
agreement provides an advantage in interest rate over a borrowing. None of these Portfolios has any current
intention of engaging in reverse repurchase agreements.

The Permanent Portfolio, the Versatile Bond Portfolio and the Aggressive Growth Portfolio will count the
proceeds of a reverse repurchase agreement as borrowed money. Consequently, as in the case of direct borrowing
(discussed above), a Portfolio’s use of reverse repurchase agreements should not add to its potential risk of loss from
investment price fluctuations. Furthermore, the Permanent Portfolio, the Versatile Bond Portfolio and the
Aggressive Growth Portfolio each has adopted the following operating policies with respect to reverse
repurchase agreements:

* such Portfolio will enter into only those reverse repurchase agreements that have a specified repurchase price;
* such Portfolio will enter into reverse repurchase agreements only with banks; and

» such Portfolio will segregate, and maintain in a segregated account until the reverse repurchase agreement is
closed out, cash, U.S. government securities or other appropriate liquid assets equal to the repurchase price. See
“Forward contracts” above for the treatment of the segregated assets.

Default risk. Put and call options, forward purchases, short sales, borrowings and reverse repurchase agreements
all involve contracts between a Portfolio and a bank, broker, dealer or clearinghouse. A default by any of them could
expose the Portfolio to serious loss. Although the risk of such a loss is small, the Investment Adviser intends to
reduce a Portfolio’s exposure by giving preference to banks, brokers, dealers and clearinghouses which, in the
opinion of the Investment Adviser, have an especially high degree of creditworthiness and by giving preference to
transactions that require the corresponding party to pledge or otherwise deliver or establish collateral for the benefit
of such Portfolio.

Strategic Portfolio Adjustments

Because investment prices are constantly changing, the actual composition of the Permanent Portfolio’s holdings
will never exactly match the Target Percentages. Ordinarily, whenever the Permanent Portfolio’s actual holdings in
any investment category deviate from the category’s Target Percentage by more than 1/10th of the Target
Percentage, the Portfolio will buy or sell investments to correct the discrepancy (unless it is corrected by
changes in market prices) and will do so within thirty days from the initial day of such deviation.
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The Investment Adviser is authorized to delay making portfolio adjustments in the Permanent Portfolio
whenever, in its opinion, extraordinary circumstances make it desirable to do so. In the event of such a delay,
the Permanent Portfolio’s actual holdings in one or more investment categories could deviate by more than
1/10th from the Target Percentages for those categories for a period in excess of thirty days. Circumstances that
might occasion a delay include:

1. A disorderly market, i.e., when the differences between the buying and selling prices (bid and ask) quoted by
market makers and investment dealers are, in the opinion of the Investment Adviser, abnormally large;

2. A banking crisis or other financial emergency that compromises the ability of brokers and dealers to consummate
investment transactions; and

3. The inability to make a portfolio adjustment without recognizing a large short-term capital gain.

The Permanent Portfolio will not delay portfolio adjustments called for by the Target Percentages in anticipation
of a change in the general price level of any investment category.

A Portfolio may acquire assets from another Portfolio that are otherwise qualified investments for the Portfolio,
so long as neither Portfolio bears any markup or spread, and no commission, fee or other remuneration is paid in
connection with the acquisition. Any such transaction would be a cash purchase or sale of a security for which
market quotations are readily available, at its independent current market price, in a manner consistent with
Section 17(a) of the 1940 Act and Rule 17a-7 thereunder.

Investment Restrictions

The investment policies and restrictions described in the Prospectus and this SAI are intended to remain in force
indefinitely. The investment restrictions described below have been adopted by the Fund as operating policies and
are subject to change by the Board of Directors. However, the Fund will not change any operating policy without
notifying its shareholders in advance. The Fund will not:

1. Purchase securities of companies for the purpose of exercising control or management.

2. Purchase securities on margin, although the Permanent Portfolio may enter into commodity forward contracts
(but only in accordance with the operating procedures and policies contained elsewhere in the Prospectus and
this SAI) and obtain such short-term credit as may be necessary for the clearance of purchases and sales of
portfolio investments.

3. Purchase securities of any other registered open-end investment company except as part of a merger or
consolidation.

4. Invest in straddles or spreads.

5. Purchase from or sell to any officer, director or employee of the Fund, or its investment adviser, or any of its
members, managers or employees, any securities other than shares of any Portfolio of the Fund.

6. Purchase or retain the securities of any issuer if those officers and directors of the Fund or members of its
investment adviser owning individually more than 1/2% of a class of securities of such issuer together own
more than 5% of such securities of such issuer.

7. Retain a custodian for its assets which shall be other than a bank or trust company having at least $2,000,000 in
aggregate capital, surplus and undivided profits and, upon the resignation or inability to serve as the custodian,
the Fund shall use its best efforts to obtain and transfer its assets to a similarly qualified custodian or submit to
its stockholders the question whether to function without such a custodian.

8. Invest more than 5% of the value of the total assets of a Portfolio in securities of companies which together with
predecessors have a record of less than three years’ continuous operation.

9. Pledge, mortgage or hypothecate assets of any Portfolio having a market value greater than 15% of the value of
that Portfolio’s gross assets (taken at cost), except to secure permitted borrowings of that Portfolio.

10. Use as security for borrowings of any Portfolio more than 35% of value of that Portfolio’s assets.
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Each Portfolio’s fundamental investment policies and limitations cannot be changed without approval by a

“majority of the outstanding voting securities” of the Portfolio. A majority of the outstanding voting securities of a
Portfolio is defined under the 1940 Act as the lesser of: (i) 67% or more of the Portfolio’s shares present at a meeting
if more than 50% of the outstanding shares of the Portfolio are present and represented by proxy; or (ii) more than
50% of the outstanding shares of the Portfolio. In addition to those fundamental policies described in the
Prospectus, the following investment limitations are fundamental and cannot be changed without such
shareholder approval:

1.

Subject to the policy regarding a wholly owned broker-dealer subsidiary, the Fund will not act as a securities
underwriter of other issuers except to the extent that acting as such may be necessary to dispose of securities
acquired by the Fund. (However, in connection with the disposition of “restricted securities” and securities for
which there is no readily available market quotation, the Fund may be deemed to be an underwriter under certain
federal securities laws.)

. The Fund will not lend its assets to its officers, directors, investment adviser or affiliates of its investment adviser,

nor shall such persons take long or short positions in shares of the Fund (which prohibition shall not prevent them
from acquiring such shares for investment purposes at the current net asset value).

. No Portfolio will concentrate its investments in any particular industry or group of industries (i.e., no more than

25% of the value of any Portfolio’s assets, other than securities issued by the United States government or an
agency or instrumentality thereof, will be invested in any one industry).

. No Portfolio will invest in the stock of any issuer, other than the United States government or an agency or

instrumentality thereof, if immediately thereafter more than 5% of that Portfolio’s total assets (taken at market
value) would be invested therein. For this purpose, options on the stock of any corporation will be deemed to be
securities issued by that corporation.

. Subject to the policy regarding a wholly owned broker-dealer subsidiary, neither the Permanent Portfolio nor the

Aggressive Growth Portfolio will invest in the stock of any issuer, other than the United States government or an
agency or instrumentality thereof, if immediately thereafter more than 10% of the outstanding voting stock of
such issuer would be held by the respective Portfolio.

. Neither the Short-Term Treasury Portfolio nor the Versatile Bond Portfolio will invest in the stock of any issuer,

other than the United States government or an agency or instrumentality thereof, if immediately thereafter more
than 10% of the outstanding voting stock of such issuer would be held by the respective Portfolio.

. The Permanent Portfolio will not borrow money, issue senior securities, purchase or sell real estate (including

real estate limited partnerships) or commodities or oil, gas or other mineral leases, or make loans to other
persons, except in accordance with the operating procedures and policies contained elsewhere in the Prospectus
and this SAI in addition to the following: the amount of money the Permanent Portfolio may borrow will be
limited by the 1940 Act so that immediately after such borrowing, the amount borrowed may not exceed 33'3%
of the value of the Permanent Portfolio’s assets (including the amount borrowed), less its liabilities (not including
any borrowings but including the fair market value at the time of computation of any securities with respect to
which there are open short positions). In observing these limits, the Permanent Portfolio will count the proceeds
of reverse repurchase agreements as borrowed money.

. Neither the Short-Term Treasury Portfolio, the Versatile Bond Portfolio nor the Aggressive Growth Portfolio will

borrow money, issue senior securities, purchase or sell real estate (including limited partnership interests) or
commodities or oil, gas or other mineral leases, make loans or lend its assets to other persons, hold more than 5%
of its net assets in investments which are not readily marketable, engage in short sales or write put options or
uncovered call options (other than as noted above), except as follows: the amount of money any such Portfolio
may borrow will be limited by the 1940 Act so that immediately after such borrowing the amount borrowed may
not exceed 33Y3% of the value of the respective Portfolio’s assets (including the amount borrowed), less its
liabilities (not including any borrowings but including the fair market value at the time of computation of any
securities with respect to which there are open short positions).
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9. Notwithstanding any other policy of the Permanent Portfolio, the Fund may form a wholly-owned subsidiary to
be owned by the Permanent Portfolio for the purpose of engaging in broker-dealer activities. The total amount of
the Permanent Portfolio’s capital contributions to such subsidiary shall be limited to an amount not to exceed, in
the aggregate, 1% of the net assets of the Permanent Portfolio as of the time that any capital contribution is made.
The Permanent Portfolio shall not make any capital contribution to such subsidiary that would increase the then
current value of the Permanent Portfolio’s investment in the subsidiary to an amount in excess of 1% of the then
net assets of the Permanent Portfolio.

ORGANIZATION AND MANAGEMENT

Fund History

The Fund is an open-end management investment company. The Fund was incorporated under the laws of Maryland
on December 14, 1981, under the name “Permanent Portfolio Fund, Inc.” and changed its name to “Permanent Portfolio
Family of Funds, Inc.” on August 10, 1988. The Fund was originally organized with a single Portfolio that commenced
operations as an investment company on October 15, 1982. That Portfolio continues and is now called the ‘“Permanent
Portfolio.” The Treasury Bill Portfolio commenced operations on May 26, 1987 and changed its name to “Short-Term
Treasury Portfolio” on June 1, 2010. The Aggressive Growth Portfolio commenced operations on January 2, 1990 and
the Versatile Bond Portfolio commenced operations on September 27, 1991. The Fund may offer additional portfolios
from time to time.

Investment Adviser

The Fund retains Pacific Heights as its investment adviser. Pacific Heights is a limited liability company
organized in October 2002 under the laws of the State of California and was registered as an investment adviser on
January 3, 2003. Its manager and sole member is Michael J. Cuggino, who is also its President and Chief Executive
Officer. Pacific Heights’ offices are located at 600 Montgomery Street, Suite 4100, San Francisco, California
94111. Mr. Cuggino also serves as President, Secretary and a director of the Fund. See “Board of Directors.”

The services Pacific Heights provides to the Fund and the compensation it receives are defined in an Investment
Advisory Contract by and between the Fund and Pacific Heights, dated November 24, 2002 (“Contract”). Under the
Contract, Pacific Heights bears all operating expenses of the Portfolios, except the following: (a) fees payable to
Pacific Heights for its services under the Contract; (b) all fees, costs, expenses and allowances payable to any
person, firm or corporation in relation to the Fund’s investments, including interest on borrowings; (c) all taxes of
any kind payable by the Fund; (d) all brokerage commissions and charges in the purchase and sale of the Fund’s
assets; (e) all salaries, fees and expenses of directors and officers of the Fund; and (f) all extraordinary fees, costs
and expenses of the Fund, including any fees, costs and expenses associated with litigation, governmental
investigations or administrative proceedings, including the costs of any settlements. Through June 1, 2011,
Pacific Heights has contractually agreed to assume the salary expense of the Fund’s officers.

The investment advisory fee payable to Pacific Heights under the Contract is calculated separately for each
Portfolio of the Fund, for each calendar year at the following annual rates of total average daily net assets, computed
for each day of each such year on the basis of net assets as of the close of business on the next preceding “full
business day,” as defined in the Contract:

a) 1 and 3/16ths of 1% (1.1875%) of the first $200 million of the Portfolio’s average daily net assets;
b) 7/8ths of 1% (.8750%) of the next $200 million of the Portfolio’s average daily net assets;

c) 13/16ths of 1% (.8125%) of the next $200 million of the Portfolio’s average daily net assets; and
d) 3/4ths of 1% (.7500%) of all of the Portfolio’s average daily net assets in excess of $600 million.
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Pacific Heights received the following investment advisory fees from each of the Fund’s Portfolios for the years
ended January 31, 2010, 2009 and 2008, respectively, under the Contract:

Year Ended Year Ended Year Ended
January 31, 2010  January 31, 2009  January 31, 2008
Permanent Portfolio $31,286,640 $24,509,872 $9,674,173
Short-Term Treasury Portfolio'" 462,793 428,808 318,085
Versatile Bond Portfolio®® 151,682 93,492 91,561
Aggressive Growth Portfolio 204,014 259,827 356,359

M Net of investment advisory fees waived of $336,576, $311,860 and $231,335 for the years ended January 31, 2010, 2009 and
2008, respectively.

@ Net of investment advisory fees waived of $70,007, $43,150 and $42,259 for the years ended January 31, 2010, 2009 and
2008, respectively.

During the years ended January 31, 2010, 2009 and 2008, Pacific Heights waived portions of its investment
advisory fee allocable to the Short-Term Treasury Portfolio and Versatile Bond Portfolio to the extent that either
Portfolio’s total investment advisory fee otherwise would exceed an annual rate of 11/16ths of 1% (.6875%), in the
case of the Short-Term Treasury Portfolio, or 13/16ths of 1% (.8125%), in the case of the Versatile Bond Portfolio,
of the respective Portfolio’s average daily net assets. Effective January 1, 2010, Pacific Heights contractually agreed
to extend this waiver through June 1, 2011. In addition, for the period January 1, 2010 through June 1, 2011, Pacific
Heights has contractually agreed to waive portions of its investment advisory fee allocable to the Permanent
Portfolio so that the investment advisory fee paid by the Permanent Portfolio does not exceed an annual rate of
.6875% of the Portfolio’s average daily net assets in excess of $6 billion up to $8 billion, .6600% of the Portfolio’s
average daily net assets in excess of $8 billion up to $10 billion, .6400% of the Portfolio’s average daily net assets in
excess of $10 billion up to $15 billion and .6200% of the Portfolio’s average daily net assets in excess of $15 billion.
Such waivers may be terminated or amended only with the approval of the Board of Directors.

The Contract also provides that Pacific Heights shall not be liable to the Fund or to any shareholder for anything
done or omitted by it, including losses sustained by the Fund in the purchase, holding or sale of any Fund
investment, except acts or omissions involving willful misfeasance, bad faith, gross negligence or reckless disregard
of the duties imposed upon it by the Contract.

The Contract continues in force from year to year with respect to a Portfolio, provided that the renewal of the
Contract has been specifically approved annually by the vote of a majority of the outstanding voting securities of the
Portfolio, or by the Board of Directors. In addition, to continue in force, the Contract must be approved annually by
a majority of the Fund’s directors who are not parties to the Contract or “interested persons’ of such parties as that
term is defined in the 1940 Act, voting in person at a meeting called for the purpose of considering continuation of
the Contract. The Contract was most recently approved by the Board of Directors, including a majority of the Fund’s
directors who are not interested persons of the Fund (“Independent Directors’), on December 4, 2009. The Contract
was most recently approved by a majority of the outstanding voting securities of each Portfolio on May 1, 2003.

The Contract may be terminated by either party without penalty on sixty days’ written notice to the other party.
Such termination may be effected on behalf of the Fund by its Board of Directors, or by a vote of a majority of its
outstanding voting securities, or on behalf of a Portfolio of the Fund by a vote of a majority of the outstanding voting
securities of that Portfolio. Assignment of the Contract to another party automatically terminates it.

Additional information regarding the Contract is set forth in the Prospectus under “Management — Portfolio
Management,” and a discussion regarding the Board of Directors’ basis for approving the Contract is available in the
Fund’s Annual Report to Shareholders for the year ended January 31, 2010.

Portfolio Manager

Mr. Cuggino is the portfolio manager for each of the Fund’s Portfolios. Mr. Cuggino also currently serves as
President, Secretary and a director of the Fund. For additional information on Mr. Cuggino’s compensation as an
officer and director of the Fund, see “Compensation” below.
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Pacific Heights, of which Mr. Cuggino is the manager and sole member (also its President and Chief Executive
Officer), compensates Mr. Cuggino for service as the portfolio manager for each of the Fund’s Portfolios. As the
manager and sole member of Pacific Heights, Mr. Cuggino is the owner of Pacific Heights and determines his own
compensation. Mr. Cuggino’s compensation from Pacific Heights is in the form of a share of Pacific Heights’ total
profits. Mr. Cuggino’s compensation is reviewed and may be modified each year as appropriate to reflect changes in
the market, as well as to adjust for other factors used to determine compensation. Such factors include taking into
consideration Pacific Heights’ profitability and such other factors as Pacific Heights may deem relevant under the
circumstances. Mr. Cuggino’s compensation is not based directly on the performance of any of the Fund’s Portfolios
or their levels of net assets. Actual or apparent conflicts of interest may arise because Mr. Cuggino has day-to-day
management responsibilities with respect to each of the Fund’s Portfolios and certain personal accounts. The
management of the Fund’s Portfolios and these other accounts may result in Mr. Cuggino devoting unequal time and
attention to the management of the Fund’s Portfolios and these other accounts. If Mr. Cuggino identifies a limited
investment opportunity which may be suitable for more than one Portfolio or other account, a Portfolio may not be
able to take full advantage of that opportunity due to an allocation of filled purchase or sale orders across all eligible
Portfolios and other accounts. (To deal with this situation, Pacific Heights has adopted procedures for allocating
portfolio transactions across multiple accounts.)

Mr. Cuggino is subject to the Fund’s and Pacific Heights’ Amended and Restated Code of Ethics, discussed in
this SAI under “Code of Ethics,” which seeks to address potential conflicts of interest that may arise in connection
with Mr. Cuggino’s management of any personal accounts. There is no guarantee, however, that such procedures
will detect each situation in which a potential conflict may arise.

The following table provides information relating to accounts managed by Mr. Cuggino as of April 30, 2010:

Registered Other Pooled Other

Investment Companies Investment Vehicles  Accounts
Number of Accounts Managed 1 0 1
Number of Accounts Managed with
Performance-Based Advisory Fees 0 0 0
Assets Managed $6,113,516,338 $0 $874,906
Assets Managed with
Performance-Based Advisory Fees $0 $0 $0

As of April 30, 2010, Mr. Cuggino owned shares in each of the Fund’s Portfolios through his ownership of Pacific
Heights. Such holdings are included among the assets managed of “Registered Investment Companies” but are not
included among “Other Accounts” in the preceding table. See “Share Ownership of Directors and Officers™ in this SAL

Portfolio Holdings Disclosure

The Fund has adopted policies and procedures that govern the timing and circumstances of disclosure to shareholders
and third parties of information regarding portfolio investments held by the Fund’s Portfolios. The policies and procedures
are intended to prevent unauthorized disclosure of Fund portfolio holdings information and have been approved by the
Board of Directors. The policies permit disclosure of non-public portfolio holdings to selected parties only when consistent
with the Fund’s legitimate business purposes and when in the best interests of its shareholders, and upon assurances of
confidentiality including a duty to use such information only for agreed upon purposes. The Investment Adviser will seek to
monitor a recipient’s use of non-public portfolio holdings information provided under these agreements and, when
appropriate, use its best efforts to enforce the terms of such agreements. Such parties include the Fund’s service providers
(e.g., the Fund’s investment adviser, custodian, fund accountants and independent accountants), who generally need access
to such information in the performance of their contractual duties and responsibilities and are subject to duties of
confidentiality, including a duty to not trade on the non-public information, as well as several rating and ranking
organizations on the condition that such information will be used only in connection with developing a rating, ranking or
research product for the Fund. The Investment Adviser and fund accountants have access to the Fund’s complete portfolio
holdings on a daily basis. The Fund’s custodian receives confirmation of portfolio activity within one business day of a
trade. The Fund provides its independent accountants complete year-end portfolio holdings within one business day of the
Fund’s year-end. The Fund provides its complete month-end portfolio holdings to Morningstar, Bloomberg and Thomson
Reuters (Lipper, Vestek and Thomson Financial) within fifteen days of month-end.
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The Investment Adviser may, for legitimate business purposes and when in the best interests of the Fund’s
shareholders, within the scope of its official duties and responsibilities, disclose portfolio holdings (whether partial
portfolio holdings or complete portfolio holdings) or “interest lists” to one or more broker-dealers during the course
of, or in connection with, normal day-to-day securities transactions with or through such broker-dealers subject to
such broker-dealer’s duty of confidentiality and duty not to trade on the information.

The Fund’s policy provides a process for approving the addition of a new service provider or rating, ranking and
research organization as an authorized recipient of the Fund’s non-public portfolio holdings. The Fund’s President
may determine to add a recipient under the policy only if he or she first determines that the standards under the
Fund’s policy have been met prior to such disclosure. The Fund’s President will report to the Board of Directors
quarterly regarding any other approved recipient of non-public portfolio holdings information under its policies.

If the disclosure of non-public portfolio holdings presents a conflict of interest between the Fund’s shareholders
and the Fund’s service providers, which the Fund does not anticipate, the Fund will act in the best interests of its
shareholders.

It is a violation of the Amended and Restated Code of Ethics of the Fund and the Investment Adviser for any
covered person to release non-public information concerning the Fund’s portfolio holdings to any party other than
as described above.

The Fund generally discloses each Portfolio’s largest positions on a quarterly basis within approximately twenty
days after the end of each calendar quarter on its website at http://www.permanentportfoliofunds.com.

Disclosure of each Portfolio’s complete portfolio holdings is required to be made within sixty days of the end of
each fiscal quarter: (i) in the Annual Report and Semi-Annual Report to shareholders; and (ii) in the quarterly
holdings reports filed on Form N-Q. These reports are available, free of charge, on the SEC’s Electronic Data
Gathering and Retrieval (“EDGAR”) database on its website at http://www.sec.gov.

In no event does the Fund or the Investment Adviser receive any direct or indirect compensation or other
consideration from any third party in connection with the disclosure of information concerning the Fund’s portfolio
holdings. The Fund’s Chief Compliance Officer will report any material violations of these policies to the Board of
Directors at its next regularly scheduled meeting.

Board of Directors
The business and affairs of the Fund are managed under the supervision of its Board of Directors which exercises
all powers of the Corporation granted under Maryland law.

The primary responsibility of the Board of Directors is to represent the interests of the shareholders of the
Portfolios and to provide oversight management of the Fund. The Board meets at least quarterly to review the
investment performance of each Portfolio and other matters, including policies and procedures with respect to
compliance with regulatory and other requirements. The Board of Directors held eleven meetings during the year
ended January 31, 2010. Each director attended at least 75% of such meetings and of meetings of the committees on
which he served during the periods that he served. The Independent Directors held seventeen meetings during the
same period.

The Board of Directors is responsible for oversight of the risks associated with the Fund’s operations. As part of
its oversight role, the Board of Directors, acting at its scheduled meetings, or the Lead Independent Director, acting
between Board meetings, interacts with and receives reports from the Fund’s management. Additionally, the Board
receives periodic presentations and reports from the Fund’s management, including the Fund’s Chief Compliance
Officer, regarding compliance matters and risk management. The Board of Directors also receives reports from the
Fund’s legal counsel regarding regulatory compliance and governance matters. The Board’s oversight role does not
make the Board a guarantor of the Fund’s investments or activities.
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The Board has structured itself in a manner that it believes allows it to effectively perform its oversight function.
It has established five standing committees — an Audit Committee, Compensation Committee, Legal Affairs
Committee, Nominating Committee and a Compliance Committee, which are discussed in greater detail under
“Standing Committees of the Board of Directors,” below and which are all composed entirely of Independent
Directors. Seventy-five percent of the members of the Board are Independent Directors. The Independent Directors
have engaged their own independent legal counsel to advise them on matters relating to their responsibilities in
connection with the Fund. The Chairman of the Board, Mr. Cuggino, is an Interested Director by virtue of his
ownership interest in the Fund’s Investment Adviser. David P. Bergland serves as the Lead Independent Director. As
such, Mr. Bergland is responsible for: (i) coordinating activities of the Independent Directors; (ii) working with the
Investment Adviser, the Chairman of the Board, the Chairmen of the Board’s Committees, the Fund’s Chief
Compliance Officer, the Fund’s legal counsel and the independent legal counsel to the Independent Directors, as
applicable, to determine the agenda for Board and Committee meetings; (iii) serving as the principal contact for and
facilitating communication between the Independent Directors and the Fund’s service providers, particularly the
Investment Adviser; and (iv) any other duties that the Independent Directors may delegate to the Lead Independent
Director. The Fund has determined that the Board’s leadership structure, taking into account, among other things, its
committee structure, which permits certain areas of responsibility to be allocated to the Independent Directors and
the role of its Lead Independent Director described above, are appropriate given the characteristics and
circumstances of the Fund’s business.

Standing Committees of the Board of Directors

There are five standing committees of the Board of Directors, the responsibilities and activities of which are each
governed by their own committee charters adopted by the Board. The Audit Committee (chaired by Mr. Bergland
and composed of Messrs. Bergland, Butler and Doebke) oversees the annual audit of the Fund by its independent
registered public accounting firm and is responsible for the areas of audit coverage including risk-based
considerations, the Fund’s financial statements and their presentation, internal controls and income and excise
tax issues. The Compensation Committee (chaired by Mr. Bergland and composed of Messrs. Bergland, Butler and
Doebke) is responsible for the establishment, review and oversight of the compensation levels of the Fund’s
directors and officers. The Legal Affairs Committee (chaired by Mr. Bergland and composed of Messrs. Bergland,
Butler and Doebke) oversees the legal affairs of the Fund and communications with legal counsel to the Independent
Directors and the Fund. The Nominating Committee (chaired by Mr. Bergland and composed of Messrs. Bergland,
Butler and Doebke) considers and makes nominations as necessary of director candidates to fill vacancies on the
Board. It does not consider nominees recommended by shareholders. The Compliance Committee (chaired by
Mr. Butler and composed of Messrs. Bergland, Butler and Doebke) assists the Board in its oversight of the Fund’s
compliance matters, including the Fund’s compliance policies and procedures, functioning as a resource to the
Fund’s Chief Compliance Officer and making recommendations to the Board regarding compliance-related
matters. During the Fund’s last fiscal year, the Audit Committee and the Compliance Committee each held
two meetings. The Compensation Committee, the Legal Affairs Committee and the Nominating Committee held no
meetings over the same period.

Director Experience
The following provides a description of the material attributes, skills and experience that relate to the suitability
of each director to serve on the Board of Directors.

David P. Bergland has experience with business and regulatory matters, through his service as an attorney
specializing in business litigation for forty years and through his educational background and academic experience
as an Adjunct Professor of Law at Western State University College of Law. Mr. Bergland has served as an
Independent Director of the Fund since 1992 and oversees all four of the Fund’s Portfolios. As such, he has
significant experience with Board operations generally, as well as with compliance and regulatory matters affecting
the Fund.
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Hugh A. Butler has experience with financial, investment and regulatory matters as a result of his position as the
executive vice president of a large financial services and mortgage industry consulting firm, and as the chief
executive officer of a financial institutions consulting firm. Mr. Butler has significant experience with the operations
of the Board and oversight of the Fund’s operations, including compliance and regulatory matters, through his
service as an Independent Director of the Fund since 1996.

Roger Doebke has experience with asset management and financial matters through his service as president of a
commercial real estate acquisition, development and property management firm. Mr. Doebke is familiar with Board
operations generally, as well as with compliance and regulatory matters affecting the Fund, through his service as an
Independent Director of the Fund since 2004.

Michael J. Cuggino has experience with asset management, accounting and finance matters through his
educational background, certification as a public accountant and his service as the manager and sole member of
Pacific Heights, where he oversees all four of the Fund’s Portfolios. Mr. Cuggino has served as Chairman of the
Board and President of the Fund since 2003, as Treasurer of the Fund from 1993 through 2007, as Secretary of the
Fund since 2006 and as a director of the Fund since 1998. He has significant experience with Board operations
generally, as well as with compliance, accounting, regulatory, investment and other matters affecting the Fund.

The Board of Directors and its Nominating Committee believe that each of the directors possess the necessary
characteristics, such as the ability to critically review, analyze and discuss issues presented to the Board and
sophisticated understanding of business and financial matters, to serve on the Board. Mr. Cuggino, who is an
Interested Director of the Fund, also serves as an officer of the Fund.
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Additional Director and Officer Information

The following table includes additional information concerning the Fund’s directors and officers.

DIRECTORS AND OFFICERS (1)(4)

Current Position(s) with the Fund, Principal Occupations(s), Number of
Portfolios in Fund Complex Overseen by Directors, and Directorships of
Public Companies During Past Five Years

Name Age Term of
Address (1) Office and
Length of
Time
Served (1)
Independent Directors (2)
David P. Bergland 74 1992
Hugh A. Butler 57 1996
Roger Doebke 70 2004
Interested Director & Officers (3)
Michael J. Cuggino 47 1998
(Director)
2003
(President)
2006
(Secretary)
James H. Andrews 55 2006
Susan K. Freund 55 2010

Lead Independent Director. Member of the State Bar of California, formerly
a sole practitioner specializing in business litigation in Costa Mesa,
California, now retired from the active practice of law. Mr. Bergland is
also a writer, lecturer and a former Adjunct Professor of Law at Western
State University College of Law in Irvine, California. Mr. Bergland has
served as a director of the Fund since 1992 and oversees all four of the
Fund’s Portfolios.

Independent Director. Now retired, Mr. Butler was formerly Executive Vice
President from 2004 through 2006 of the Credit Union Services Division of
Fidelity National Information Services, Inc. (formerly Fidelity Information
Systems), a publicly-traded provider of software, outsourcing and
information technology consulting for the financial services and
mortgage industries, majority-owned by Fidelity National, Inc.
Previously, Mr. Butler was Chief Executive Officer and Founder of
Computer Consultants Corporation, an information systems consulting
firm to financial institutions, in Salt Lake City, Utah. Mr. Butler has
served as a director of the Fund since 1996 and oversees all four of the
Fund’s Portfolios.

Independent Director. President, Simplex Realty Services, Inc., a
commercial real estate acquisition, development and property
management firm located in Orange County, California since 1993. Mr.
Doebke has served as a director of the Fund since 2004 and oversees all four
of the Fund’s Portfolios.

Chairman of the Board, President, Secretary & Director. A Certified Public
Accountant, Mr. Cuggino has served as Chairman of the Board and
President of the Fund since 2003, as Treasurer of the Fund from 1993
through 2007, as Secretary of the Fund since 2006 and as a director of the
Fund since 1998. He is the manager and sole member (also its President and
Chief Executive Officer) of the Fund’s investment adviser. Mr. Cuggino
oversees all four of the Fund’s Portfolios.

Treasurer. Mr. Andrews has served as Treasurer of the Fund since 2007 and
previously served as Assistant Treasurer of the Fund from 2006 to 2007. He
has also served as Director of Finance of the Fund’s investment adviser since
2006. Previously, Mr. Andrews was employed in various financial,
investment and operational capacities at Blum Capital Partners L.P., an
investment management firm located in San Francisco, California from
1994 through 2005.

Chief Compliance Officer. Ms. Freund has served as the Chief Compliance
Officer of the Fund and the Fund’s investment adviser since April 2010 and
March 2010, respectively. Ms. Freund previously served as an independent
consultant to various asset management firms from March 2009 through
March 2010. She also served as President, Secretary, Treasurer and Chief
Compliance Officer of the Embarcadero Funds from 2007 to 2009.
Previously, Ms. Freund served as Senior Counsel at Bank of the West
from 2001 to 2007. Ms. Freund is a member of the State Bar of California.

(1) The address for each officer and director is c/o 600 Montgomery Street, Suite 4100, San Francisco, California 94111. A director
serves until removal, resignation, death or until his or her respective successor is elected. The Fund’s officers are elected annually by
the Board of Directors and each officer serves until removal, resignation, death or until his or her respective successor is elected.

(2) Not considered to be “interested persons” within the meaning of the 1940 Act.

(3) Considered to be an “interested person” within the meaning of the 1940 Act because of his or her association with the Fund’s

investment adviser.

(4) No director or officer has any family relationship with another.

20



Compensation

Under the Contract, the Fund has the obligation to pay the salaries, fees and expenses of all of the officers and
directors of the Fund. The Fund currently compensates its President at a rate of $72,000 per annum and its Secretary
and Treasurer at a rate of $48,000 per annum. Effective January 1, 2010, Pacific Heights has contractually agreed to
assume responsibility for the payment of the salaries of the Fund’s officers through June 1, 2011.

Mr. Bergland, who functions as the Fund’s Lead Independent Director, receives an annual retainer of $75,000
paid in equal quarterly installments. The other directors receive an annual retainer of $65,000 paid in equal quarterly
installments. The Fund’s directors also receive reimbursement for out-of-pocket expenses for each meeting of the
Board of Directors, Independent Directors or any of the Board’s Committees attended.

The Fund’s directors and officers are neither entitled to, nor do they receive, any pension or retirement benefits
from the Fund.

The table below sets forth information on compensation paid by the Fund to each officer and director for services
in such capacities during the year ended January 31, 2010.

COMPENSATION TABLE

Name of Person, Aggregate Pension or Retirement Estimated Annual Total Compensation from
Position Compensation Benefits Accrued as Benefits Fund/Fund Complex Paid
from Fund Part of Fund Expenses upon Retirement to Directors and Officers

Independent Directors

David P. Bergland,

Lead Independent Director $ 69,000 $ — $ — $ 69,000
Hugh A. Butler,

Independent Director 64,000 — — 64,000
Roger Doebke,

Independent Director 64,000 — — 64,000

Interested Director & Officers

Michael J. Cuggino,
President, Secretary

& Director 111,850 — — 111,850
James H. Andrews,

Treasurer 44,000 — — 44,000
Andrew B. Rogers,(l)

Chief Compliance Officer 43,750 — — 43,750

(1) Andrew B. Rogers served as the Fund’s Chief Compliance Officer until March 25, 2010.
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Share Ownership of Directors and Officers

As of April 30, 2010, the directors and officers of the Fund as a group owned less than 1% of the outstanding
common stock of the Portfolios of the Fund as a whole and of the Permanent Portfolio and Short-Term Treasury
Portfolio. The directors and officers of the Fund as a group owned 1.89% and 2.76% of the Versatile Bond Portfolio
and Aggressive Growth Portfolio, respectively. Also as of that date, no Independent Director or member of their
immediate families owned beneficially or of record any securities of, or had any direct or indirect material interest
in: (i) Pacific Heights; (ii) Quasar Distributors, LL.C; or (iii) any person controlling, controlled by or under common
control with such persons. As of April 30, 2010, the Fund’s directors and officers owned shares in the Fund’s
Portfolios as listed in the following table:

Dollar Range of

Equity Securities
Name in the Portfolio (1)
Permanent Portfolio:

Dollar Range of
Equity Securities
in the Fund (1)

David P. Bergland
Hugh A. Butler
Roger Doebke
Michael J. Cuggino (2)(3)
James H. Andrews (3)
Pacific Heights Asset Management, LLC Profit
Sharing/401(k) Plan (4)
Short-Term Treasury Portfolio:
Michael J. Cuggino (2)(3)
James H. Andrews (3)
Pacific Heights Asset Management, LLC Profit
Sharing/401(k) Plan (4)
Versatile Bond Portfolio:
Michael J. Cuggino (2)(3)
James H. Andrews (3)
Pacific Heights Asset Management, LLC Profit
Sharing/401(k) Plan (4)
Aggressive Growth Portfolio:
David P. Bergland
Hugh A. Butler
Roger Doebke
Michael J. Cuggino (2)(3)

Pacific Heights Asset Management, LLC Profit
Sharing/401(k) Plan (4)

Over $100,000
Over $100,000
$50,001-$100,000
Over $100,000
Over $100,000

$50,001-$100,000

Over $100,000
$1-$10,000

$10,001-$50,000

Over $100,000
$1-$10,000

$10,001-$50,000

$10,001-$50,000
$10,001-$50,000
$10,001-$50,000

Over $100,000

Over $100,000

Over $100,000
Over $100,000
Over $100,000
Over $100,000
Over $100,000

Over $100,000

Over $100,000
Over $100,000

Over $100,000

Over $100,000
Over $100,000

Over $100,000

Over $100,000
Over $100,000
Over $100,000
Over $100,000

Over $100,000

(1) Valuation as of April 30, 2010.

(2) Includes ownership through Mr. Cuggino’s ownership of Pacific Heights.

(3) Excludes ownership through participation in the Pacific Heights Asset Management, LL.C Profit Sharing/401(k) Plan.

(4) Messrs. Cuggino and Andrews are trustees of and participants in the Pacific Heights Asset Management, LLC Profit
Sharing/401(k) Plan.

Code of Ethics

The Fund and the Investment Adviser have adopted an Amended and Restated Code of Ethics (““Code of Ethics™)
pursuant to Rule 17j-1 under the 1940 Act, which permit personnel subject to the Code of Ethics to invest in
securities, including securities that may be purchased or held by the Fund. The Code of Ethics is on public file with,
and is available from, the SEC.
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Proxy Voting Policies

The Fund and the Investment Adviser have adopted proxy voting policies and procedures to use in determining
how to vote proxies relating to Portfolio securities. Such policies and procedures include procedures used when a
vote presents a conflict between the interests of the Fund’s shareholders and the Fund’s investment adviser.
Attached to this SAI as Appendix A and Appendix B, respectively, are the Fund’s and the Investment Adviser’s
proxy voting policies and procedures.

Information regarding how each of the Fund’s Portfolios voted its proxies relating to portfolio securities during
the most recent twelve-month period ended June 30, 2009 is available, without charge and upon request, by writing
or calling the Fund’s Shareholder Services Office toll free at (800) 531-5142, and on the SEC’s website at
http://www.sec.gov. Information regarding how the Fund voted proxies relating to portfolio securities during the
twelve-month period ended June 30, 2010 will be available no later than August 31, 2010 and will be accessible in
the same manner.

Control Persons and Principal Holders of Securities
As of April 30,2010, the following persons are known by the Board of Directors to own beneficially or to hold of
record 5% or more of the outstanding common stock of any of the Fund’s Portfolios as of that date:

Percent of Shares
Shareholder Name and Address (1) Owned of Record

Permanent Portfolio:
Charles Schwab & Co., Inc.

San Francisco, California 31.97%
National Financial Services, LLC

Boston, Massachusetts 26.76%
Pershing LLC

Jersey City, New Jersey 8.38%
Merrill Lynch, Pierce, Fenner & Smith, Inc.

Jacksonville, Florida 6.01%
TD Ameritrade Clearing, Inc.

Omaha, Nebraska 5.88%

Short-Term Treasury Portfolio:
Charles Schwab & Co., Inc.
San Francisco, California 13.55%

Versatile Bond Portfolio:
Charles Schwab & Co., Inc.

San Francisco, California 23.15%
Grosvenor Trust Company, LTD

Hamilton, Bermuda 18.50%
National Financial Services, LLC

Boston, Massachusetts 14.05%
Pershing LLC

Jersey City, New Jersey 7.25%

Aggressive Growth Portfolio:
Charles Schwab & Co., Inc.

San Francisco, California 14.71%
LPL Financial Services Corp.

San Diego, California 8.03%
National Financial Services, LLC

Boston, Massachusetts 5.46%

" The address for each holder is c/o 600 Montgomery Street, Suite 4100, San Francisco, California 94111.
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TAXES

General

To continue to qualify for treatment as a regulated investment company under Subchapter M of Chapter 1 of the
Internal Revenue Code of 1986, as amended (“Code”)(“RIC”), a Portfolio — each of which is treated as a separate
corporation for federal tax purposes — must satisfy certain specific requirements, including the following:

(i) The Portfolio must distribute to its shareholders for each taxable year at least 90% of its “investment company
taxable income” (“Distribution Requirement”). That income generally consists of net investment income, the
excess of net short-term capital gain over net long-term capital loss and net gains and losses from certain
foreign currency transactions, all determined without regard to any deduction for dividends paid;

(i) Atleast 90% of the Portfolio’s gross income each taxable year must be derived from investment-type income,
specifically: (a) dividends, interest, payments with respect to securities loans, gains from the sale or other
disposition of securities or foreign currencies or other income (including gains and losses from options, futures
or forward contracts) the Portfolio derives with respect to its business of investing in securities or those
currencies; and (b) net income from an interest in a “qualified publicly traded partnership” (“Income
Requirement”); and

(iii) The Portfolio’s investments must satisfy certain diversification requirements at the close of each quarter of its
taxable year.

For any taxable year during which a Portfolio so qualifies, it will not be liable for federal income tax on its
investment company taxable income or its net capital gain (i.e., the excess of net long-term capital gain over net
short-term capital loss), reduced by any capital loss carryovers from prior taxable years that it distributes to its
shareholders.

If a Portfolio failed to qualify for treatment as a RIC for any taxable year, then for federal tax purposes: (i) it
would be taxed as an ordinary corporation on the full amount of its taxable income for that year without being able
to deduct the distributions it makes to its shareholders; and (ii) the Portfolio’s shareholders would treat all those
distributions, including distributions of net capital gain, as dividends (taxable as ordinary income, except the part
thereof that is “qualified dividend income,” which is taxable for individual shareholders at the rate for net capital
gain — a maximum of 15% through 2010) to the extent of the Portfolio’s earnings and profits; those dividends
would be eligible for the dividends-received deduction available to corporations under certain circumstances. In
addition, the Portfolio could be required to recognize unrealized gains, pay substantial tax and interest and make
substantial distributions before requalifying for RIC treatment.

A Portfolio will be subject to a nondeductible 4% federal excise tax (“Excise Tax”) to the extent it fails to
distribute by the end of any calendar year substantially all of its ordinary income for that year and capital gain net
income for the one-year period ending on October 31 of that year, plus certain other amounts. A Portfolio will be
treated as having distributed any amount on which it is subject to federal income tax for any taxable year. For
purposes of calculating the Excise Tax, a Portfolio: (i) must reduce its capital gain net income (but not below its net
capital gain) by the amount of any net ordinary loss for the calendar year; and (ii) must exclude foreign currency
gains and losses incurred after October 31 of any year in determining the amount of ordinary income for that year. A
Portfolio will include foreign currency gains and losses incurred after October 31 in determining ordinary income
for the succeeding calendar year. As mentioned in the Prospectus, each Portfolio has incurred and will likely
continue to incur some liability for the Excise Tax.

Taxation of Shareholders

Any dividend a Portfolio pays has the effect of reducing its net asset value. Therefore, a dividend paid shortly
after a shareholder invests in a Portfolio would represent, in substance, a return of capital to the shareholder.
Nevertheless, the distribution would be subject to federal income tax, as discussed here and in the Prospectus.

A redemption of Portfolio shares (including a redemption under a Systematic Withdrawal Plan, as described in
the Prospectus) is a taxable event for the redeeming shareholder. Any gain or loss realized on a redemption by a
shareholder who is not a dealer in securities will generally be treated as a long-term capital gain or loss if the shares
have been held more than one year and otherwise as a short-term capital gain or loss. However, any loss realized on a
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redemption of shares a shareholder held for six months or less will be treated as a long-term capital loss to the extent
of any capital gain distributions the shareholder receives on those shares.

As described below under “Redemption of Shares — In-Kind Redemptions,” the Permanent Portfolio may
redeem its shares in kind in certain circumstances. The tax consequences to an individual (i.e., noncorporate)
shareholder other than an individual retirement account or individually directed account maintained under a plan
described in Code section 401(a) (each, a “Retirement Account”)(see the following paragraph) of an in-kind
redemption are similar to the consequences of a redemption for cash. A non-Retirement Account shareholder will
recognize a capital gain (or loss) equal to the market value of the assets he or she receives minus the cost basis in the
shares being redeemed. (The Fund will inform a shareholder as to its determination of the market value of any assets
distributed to him or her.) Such shareholder’s cost basis in the distributed assets will equal their market value at the
time of the redemption. The federal income tax consequences of an in-kind redemption to a corporate shareholder
are complex, and corporations considering investing in the Permanent Portfolio should consult their tax advisers in
this regard. The Permanent Portfolio expects to be able to satisfy a Code provision that will enable it to distribute
assets pursuant to an in-kind redemption without recognizing capital gain or loss.

The in-kind distributions that the Permanent Portfolio may make to redeem its shares may consist wholly or
partly of gold or silver bullion or coins. Such bullion or coins, with certain limited exceptions, if received by a
Retirement Account pursuant to an in-kind redemption, would be treated as the acquisition of a “collectible” by the
Account. Such an acquisition would be treated as a distribution from the Account in an amount equal to the
Account’s cost of the collectible, with resulting significant adverse federal income tax consequences pursuant to
Code sections 408(d) and 72. Accordingly, a person considering the purchase of Permanent Portfolio shares through
a Retirement Account should consult his or her tax and financial adviser(s) regarding the potential tax consequences
of that investment.

If a shareholder fails to certify on his or her Shareholder Account Application that the social security or other
taxpayer identification number provided is correct and that he or she is not subject to backup withholding for
previous underreporting to the Internal Revenue Service, the Fund must impose backup withholding, as discussed in
the Prospectus.

Taxation of the Portfolios

The Permanent Portfolio and the Aggressive Growth Portfolio. These Portfolios may use hedging strategies such
as writing (selling) and purchasing options and futures contracts, and the Permanent Portfolio may also enter into
forward contracts. These activities involve complex rules that will determine for income tax purposes the amount,
character and timing of recognition of the gains and losses a Portfolio realizes in connection therewith. Gain from
the disposition of foreign currencies (except certain gains therefrom that may be excluded by future regulations),
and gains from options, futures and forward contracts a Portfolio derives with respect to its business of investing in
securities or foreign currencies, will be treated as qualifying income under the Income Requirement. The Fund will
monitor its transactions, make appropriate tax elections and make appropriate entries in its books and records when
a Portfolio acquires any foreign currency, option, futures contract, forward contract or hedged investment to
mitigate the effect of these rules, prevent the Portfolio’s disqualification as a RIC and minimize the imposition of
federal income tax and the Excise Tax.

Some futures contracts, foreign currency contracts and “nonequity” options (i.e., certain listed options, such as
those on a “broad-based” securities index) in which a Portfolio may invest may be subject to section 1256 of the
Code (collectively, “section 1256 contracts”). Any section 1256 contracts a Portfolio holds at the end of its taxable
year generally must be “marked-to-market” (that is, treated as having been sold at that time for their fair market
value) for federal income tax purposes, with the result that unrealized gains or losses will be treated as though they
were realized. Sixty percent of any net gain or loss recognized on these deemed sales and 60% of any net realized
gain or loss from any actual sales of section 1256 contracts will be treated as long-term capital gain or loss, and the
balance will be treated as short-term capital gain or loss. These rules may operate to increase the amount that a
Portfolio must distribute to satisfy the Distribution Requirement (i.e., with respect to the portion treated as short-
term capital gain), which will be taxable to its shareholders as ordinary income, and to increase the net capital gain a
Portfolio recognizes, without in either case increasing the cash available to it. A Portfolio may elect not to have the
foregoing rules apply to any “mixed straddle” (that is, a straddle, which the Portfolio clearly identifies in accordance
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with applicable regulations, at least one (but not all) of the positions of which are section 1256 contracts), although
doing so may have the effect of increasing the relative proportion of net short-term capital gain (taxable as ordinary
income) and thus increasing the amount of dividends it must distribute. Section 1256 contracts also are
marked-to-market for purposes of the Excise Tax.

Offsetting positions a Portfolio enters into or holds in any actively traded security, option, futures or forward
contract may constitute a “straddle” for federal income tax purposes. Straddles are subject to certain rules that may
affect the amount, character and timing of recognition of a Portfolio’s gains and losses with respect to positions of
the straddle by requiring, among other things, that: (i) loss realized on disposition of one position of a straddle be
deferred to the extent of any unrealized gain in an offsetting position until the latter position is disposed of; (ii) the
Portfolio’s holding period in certain straddle positions not begin until the straddle is terminated (possibly resulting
in gain being treated as short-term rather than long-term capital gain); and (iii) losses recognized with respect to
certain straddle positions, that otherwise would constitute short-term capital losses, be treated as long-term capital
losses. Applicable regulations also provide certain “wash sale” rules, which apply to transactions where a position is
sold at a loss and a new offsetting position is acquired within a prescribed period, and “short sale” rules applicable to
straddles. Different elections are available to each Portfolio, which may mitigate the effects of the straddle rules,
particularly with respect to a mixed straddle.

If a call option written (sold) by a Portfolio lapses (i.e., terminates without being exercised), the amount of the
premium it received for the option will be short-term capital gain. If a Portfolio enters into a closing purchase
transaction with respect to a written call option, it will have a short-term capital gain or loss based on the difference
between the premium it received for the option it wrote and the premium it pays for the option it buys. If a written
call option is exercised and a Portfolio thus sells the securities or futures contract subject to the option, the premium
it received will be added to the exercise price to determine its gain or loss on the sale. If a call option purchased by a
Portfolio lapses, it will realize short-term or long-term capital loss, depending on its holding period for the security
or futures contract subject thereto. If a Portfolio exercises a purchased call option, the premium it paid for the option
will be added to the basis in the subject securities or futures contract.

If a Portfolio has an “appreciated financial position” — generally, an interest (including an interest through an
option, futures or forward contract or short sale) with respect to any stock, debt instrument (other than “straight debt”),
or partnership interest the fair market value of which exceeds its adjusted basis — and enters into a “constructive sale”
of the position, the Portfolio will be treated as having made an actual sale thereof, with the result that it will recognize
gain at that time. A constructive sale generally consists of a short sale, an offsetting notional principal contract or a
futures or forward contract a Portfolio or a related person enters into with respect to the same or substantially identical
property. In addition, if the appreciated financial position is itself a short sale or such a contract, acquisition of the
underlying property or substantially identical property will be deemed a constructive sale. The foregoing will not
apply, however, to any Portfolio transaction during any taxable year that otherwise would be treated as a constructive
sale if the transaction is closed within thirty days after the end of that year and the Portfolio holds the appreciated
financial position unhedged for sixty days after that closing (i.e., at no time during that sixty-day period is the
Portfolio’s risk of loss regarding that position reduced by reason of certain specified transactions with respect to
substantially identical or related property, such as having an option to sell, being contractually obligated to sell,
making a short sale or granting an option to buy substantially identical stock or securities).

The Permanent Portfolio. Under Code section 988, gains or losses: (i) from the disposition of foreign currencies,
including forward contracts; (ii) except in certain circumstances, from options, futures and forward contracts on
foreign currencies (and on financial instruments involving foreign currencies) and from notional principal contracts
(e.g., swaps, caps, floors and collars) involving payments denominated in foreign currencies; (iii) on the disposition
of each foreign-currency-denominated debt security that are attributable to fluctuations in the value of the foreign
currency between the dates of acquisition and disposition of the security; and (iv) that are attributable to exchange
rate fluctuations between the time the Portfolio accrues interest, dividends or other receivables, expenses or other
liabilities, denominated in a foreign currency and the time it actually collects the receivables or pays the liabilities
generally, will be treated as ordinary income or loss. These gains or losses will increase or decrease the amount of
the Portfolio’s investment company taxable income to be distributed to its shareholders as ordinary income, rather
than affecting the amount of its net capital gain. If the Portfolio’s section 988 losses exceed other investment
company taxable income during a taxable year, it would not be able to distribute any dividends. Although the
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Portfolio values its assets daily in terms of U.S. dollars, it does not intend to convert its holdings of foreign
currencies into U.S. dollars on a daily basis. The Portfolio will do so from time to time, incurring the costs of
currency conversion.

The Portfolio may invest in the stock of “passive foreign investment companies” (“PFICs”). A PFIC is any
foreign corporation (with certain exceptions) that, in general, meets either of the following tests: (i) at least 75% of
its gross income for the taxable year is passive; or (ii) an average of at least 50% of its assets produce, or are held for
the production of, passive income. Under certain circumstances, the Portfolio will be subject to federal income tax
on a portion of any “excess distribution” it receives on the stock of a PFIC or of any gain on its disposition of that
stock (collectively, “PFIC income”), plus interest thereon, even if the Portfolio distributes the PFIC income as a
dividend to its shareholders. The balance of the PFIC income will be included in the Portfolio’s investment company
taxable income and, accordingly, will not be taxable to it to the extent it distributes that income to its shareholders.
Portfolio distributions thereof will not be eligible for the 15% maximum federal income tax rate on “qualified
dividend income” described in the Prospectus.

If the Portfolio invests in a PFIC and elects to treat the PFIC as a “qualified electing fund” (“QEF), then in lieu of
the foregoing tax and interest obligation, the Portfolio would be required to include in income each taxable year its pro
rata share of the QEF’s annual ordinary earnings and net capital gain — which the Portfolio likely would have to
distribute to satisfy the Distribution Requirement and avoid imposition of the Excise Tax — even if the QEF did not
distribute those earnings and gain to the Portfolio. In most instances, it will be very difficult, if not impossible, to make
this election because some of the information required to make this election may not be easily obtainable.

The Portfolio may elect to “mark to market” any stock in a PFIC it owns at the end of its taxable year.
“Marking-to-market,” in this context, means including in gross income each taxable year (and treating as ordinary
income) the excess, if any, of the fair market value of the stock over the Portfolio’s adjusted basis therein as of the
end of that year. Pursuant to the election, the Portfolio also may deduct (as an ordinary, not capital, loss) the excess,
if any, of its adjusted basis in PFIC stock over the fair market value thereof as of the taxable year-end, but only to the
extent of any net mark-to-market gains with respect to that stock the Portfolio included in income for prior taxable
years under the election (and under regulations proposed in 1992 that provided a similar election with respect to the
stock of certain PFICs). The Portfolio’s adjusted basis in each PFIC’s stock subject to the election would be adjusted
to reflect the amounts of income included and deductions taken thereunder.

Investors should be aware that the Portfolio may not be able to ascertain whether a foreign corporation is a PFIC
when it acquires the corporation’s shares and that a foreign corporation may become a PFIC after the Portfolio
acquires shares therein. While the Portfolio generally will seek to avoid investing in PFIC shares to avoid the tax
consequences detailed above, there are no guarantees that it will be able to do so, and it reserves the right to make
such investments as a matter of its investment policy.

Dividends and interest the Portfolio receives, and gains it realizes, on foreign securities may be subject to
income, withholding or other taxes foreign countries and U.S. possessions impose that would reduce the yield
and/or total return on its investments, although the Investment Adviser anticipates that the amount of any such tax
will not be significant. Furthermore, tax conventions between certain countries and the United States may reduce or
eliminate foreign taxes, and many foreign countries do not impose taxes on capital gains in respect of investments
by foreign investors. The Portfolio does not expect to be able to pass through any foreign tax credits or deductions to
its U.S. shareholders.

COMPUTATION OF NET ASSET VALUE

The net asset values of the shares of each Portfolio are computed at the close of business of the New York Stock
Exchange (usually 4:00 p.m. Eastern Time) every day that the Exchange is open for business or any earlier
Exchange closing time that day (“business day”). The Exchange is generally open for trading every Monday
through Friday, but is closed for trading on certain customary national business holidays consisting of New Year’s
Day, Martin Luther King, Jr.’s Birthday, President’s Day, Good Friday, Memorial Day, Independence Day, Labor
Day, Thanksgiving Day and Christmas Day. Because the Permanent Portfolio may invest in securities that are
principally traded on foreign exchanges which may be open for trading on days other than the Fund’s business days,
the net asset values of the Permanent Portfolio’s shares may be significantly affected on days when investors have
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no access to the Fund. All awaiting and accepted requests for purchases and redemptions of Fund shares are
executed, at a price equal to net asset value per share, immediately following the computation. See ‘“Purchase of
Shares” and “Redemption of Shares.”

Net asset value per share of a Portfolio is computed by adding the current value of all the Portfolio’s assets,
subtracting the amount of its liabilities (including proper accruals of expense items), dividing the result by the total
number of outstanding shares of the Portfolio, and rounding up or down to the nearest cent per share. The current
value of Fund assets is determined as follows: securities that are listed and traded on one or more domestic
exchanges (including stock options) will be valued at their last quoted sales price of the day on the exchange or
system on which they are principally traded. Equity securities traded on the Nasdaq National Market System are
valued at the Nasdaq Official Closing Price (“NOCP”) provided by Nasdaq, usually as of 4:00 p.m. Eastern Time
each business day unless that price is outside the range of the “inside” bid and asked price, in which case Nasdaq
will adjust the price to equal the inside bid or asked price, whichever is closer. Foreign securities traded on an
exchange are valued on the basis of market quotations most recently available from that exchange. If there is no
trading in an investment on a business day, the investment will be valued at the mean between its bid and asked
prices on the exchange or system on which the security is principally traded. Securities that are traded
over-the-counter will be valued at the last sale price in the over-the-counter market. If the over-the-counter
security does not trade on a particular day, then the mean between its closing bid and closing asked prices will be
used. Short- and long-term debt securities, including U.S. government securities, listed corporate bonds, other fixed
income securities and unlisted securities, are generally valued at the latest price furnished by an independent pricing
service. The Fund will value gold and silver bullion each business day at the closing spot price on the New York
Commodity Exchange, a regulated U.S. commodity futures exchange. Gold and silver coins are valued at the price
furnished by an independent pricing service. Deposits of Swiss francs will be valued each business day at the 4 p.m.
(Eastern Time) price (converted into U.S. dollars) quoted by an independent pricing service. Swiss government
bonds will be valued each business day at the closing price in Zurich, Switzerland, converted into U.S. dollars at the
4 p.m. (Eastern Time) Swiss franc rate quoted by an independent pricing service. All other assets (including
restricted securities and forward contracts with banks or brokers) or investments for which bona fide market
quotations are not readily available, or investments for which the Investment Adviser determines that a quotation or
a price for such an investment provided by a dealer or an independent pricing service is inaccurate, will be valued
pursuant to fair value policies approved by the Board of Directors. Also, the Fund may rely upon bona fide
quotations obtained from sources other than those referred to above when doing so would, in the opinion of the
Board of Directors, better serve the fair and accurate valuation of the Fund’s assets. In the event of an extraordinary
occurrence or emergency which would affect the value of Fund assets traded on a foreign exchange, and which the
Fund learns of prior to 4:00 p.m. Eastern Time, those assets will be valued at fair value as determined in good faith
pursuant to policies approved by the Board of Directors.

PURCHASE OF SHARES

Shares in each of the Fund’s Portfolios are offered for sale continuously by the Fund. Investors who purchase such
shares directly from the Fund pay no commissions or sales charges. The minimum initial investment in any Portfolio is
$1,000. Shareholders may make additional investments at any time in minimum amounts of $100 per Portfolio. All
requests for purchases of shares accompanied by payment therefore are effected at a price equal to the net asset value per
share, as described under “Computation of Net Asset Value,” next computed after receipt of the properly completed
request by the Fund’s transfer agent. Please see ‘“Purchase of Shares” in the Prospectus for further information.

If a shareholder sends money to the Fund without clearly indicating how it is to be invested, the Fund’s policy is
to treat the money as an investment in the Short-Term Treasury Portfolio.

The Fund reserves the right to reject investments in part or in whole. The Fund’s Board of Directors has adopted
policies and procedures with respect to frequent purchases and redemptions of shares in the Fund’s Portfolios by its
shareholders. Each Portfolio is intended for long-term investors. The Fund discourages frequent purchases and
redemptions of shares in its Portfolios by its shareholders. “Market-timers” who engage in frequent purchases and
redemptions over a short period can disrupt a Portfolio’s investment program and create additional transaction costs
that are borne by all shareholders.
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Complete and detailed records for each Shareholder Account are maintained by the Fund’s transfer agent. A
confirmation is sent to a shareholder at the time of each purchase, redemption or other transaction. Certificates for
shares are issued without charge, but only when specifically requested in writing by the investor. Certificates are not
issued for fractional interests.

The Fund has authorized one or more broker-dealers to accept purchase and redemption orders for Fund shares on the
Fund’s behalf. Such broker-dealers are authorized to designate other intermediaries to accept purchase and redemption
orders for Fund shares on the Fund’s behalf. The Fund will be deemed to have received a purchase or redemption order
for Fund shares when an authorized broker-dealer, or if applicable, a broker-dealer’s authorized designee or intermediary,
accepts the order. In such instances, an investor’s order will be priced at the Fund’s net asset value next computed after it
is accepted by such an authorized broker-dealer or the broker-dealer’s authorized designee.

Investors who purchase or redeem shares in the Fund through a broker-dealer may be charged a transaction fee by
the broker-dealer, who may place such orders by telephone in accordance with the Fund’s procedures.

REDEMPTION OF SHARES
Shareholders may redeem all or some of their shares in any Portfolio.

Subject to the limitations noted below, requests for redemption will be accepted for a Portfolio on any business
day. The price paid to the redeeming shareholder is the Portfolio’s net asset value per share next computed after
receipt by the Fund’s transfer agent of the properly completed redemption request.

Redemption requests must be accompanied by certificates, if issued, and must be sent to the Fund’s transfer
agent. Shareholders may be required to use a redemption form provided by the Fund. The Fund may refuse
redemption requests not made in the proper manner. Please see “Redemption of Shares” in the Prospectus for further
information.

Requests for redemption (whether in writing or by telephone) will be processed by the Fund’s transfer agent at
the net asset value next determined after receipt of the request. Because the net asset value per share of each
Portfolio fluctuates (reflecting the market value of assets owned by the Portfolio), the amount a shareholder receives
for a redemption may be more or less than the amount of his or her purchase and may be more or less than the net
asset value on the date that a written redemption request is mailed. Any such redemptions are purely voluntary on
the part of the shareholder.

Redemption Limitations
The right to redeem may be limited or suspended by the Fund, or the payment date postponed, as follows:

e for any period during which the New York Stock Exchange is closed or trading thereon is restricted, as
determined by the SEC;

e for any period during which the SEC determines that an emergency makes it impractical to dispose of portfolio
securities or to calculate net asset values; or

e during any period for which the SEC has by order permitted a suspension for the protection of shareholders.

In-Kind Redemptions

Subject to the restrictions set forth below, the Fund may require redeeming shareholders in the Permanent
Portfolio (but not shareholders in any other Portfolio) to accept readily tradable gold or silver bullion or coins from
the Portfolio’s holdings in complete or partial payment of redemptions, if it can satisfy a Code provision that permits
it to do so without recognizing gain, where so doing would present an advantage to the Portfolio in pursuit of its tax
planning objectives over a sale or other disposition of an investment. Although the Investment Adviser believes it is
unlikely that the Fund would ever use an asset other than gold or silver bullion or bullion-type coins for any such in-
kind redemptions, the assets to be distributed would be selected by the Fund from the Permanent Portfolio’s
holdings and generally would not reflect Target Percentages. The Fund would not require redeeming shareholders to
accept any investment that is not readily tradable.

Investors should note that an in-kind distribution might result in inconvenience or in financial loss or gain due to
price fluctuations. The risk of financial loss would be especially great in the case of an investment subject to high
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price volatility. Also, shareholders might incur high brokerage costs in liquidating small lots of distributed
investments.

In order to reduce the possibility of inconvenience or loss to redeeming shareholders, the Fund has agreed that it
will not exercise its right to make such a required in-kind redemption unless it has arranged, on behalf of the
shareholder, a convenient opportunity to accomplish the prompt sale of the assets through a qualified broker or
dealer. Further, the Fund will not require a shareholder to accept an asset in an in-kind redemption if the necessary
costs of selling the asset (in the form and quantity distributed to the shareholder) exceed 2% of the asset’s value at
the time of the redemption. In the event that a shareholder elected not to use the broker or dealer provided by the
Fund to sell assets distributed to him or her, the Fund would deliver the assets to the shareholder, or at his or her
request, to his or her local bank.

The Permanent Portfolio makes portfolio changes on the basis of investment factors at the time and in pursuit of
its investment objectives, and in order to adhere to its Target Percentages. See “Portfolios Summaries — Permanent
Portfolio” in the Prospectus. In accordance with these objectives, at the time the decision is made to dispose of
assets from the Permanent Portfolio, the Fund will decide whether to sell the assets or to distribute them in
satisfaction of redemption requests.

If the Fund ever elects to dispose of assets through such required in-kind redemptions, it will inform its transfer
agent of the specific assets to be used and the order in which to use them. The transfer agent thereafter would honor
all redemption requests, in the order received, by distributing the designated assets. Generally, the transfer agent
would continue to effect all redemption requests for the Permanent Portfolio with in-kind distributions until the
designated assets were exhausted or until the Fund instructed the transfer agent otherwise. The Fund might instruct
the transfer agent otherwise, for example, if the Fund no longer intended to dispose of a designated asset or if a
particular redemption request would result in a distribution of assets that, in the estimation of the Investment
Adpviser, could not then be sold at a cost of 2% or less of the value of the assets.

In-Kind Redemption Requests

If the Fund ever elects to make assets available for in-kind payment of redemptions, at the request of a redeeming
shareholder, it will inform its transfer agent of the specific assets to be used. The transfer agent thereafter would
honor all written redemption requests for such asset, in the order received, by distributing the designated asset. The
transfer agent would continue to effect all redemption requests for a particular asset with in-kind payment until the
asset was exhausted or until the Fund instructed the transfer agent otherwise. The Fund might instruct the transfer
agent otherwise, for example, if the Fund no longer intended to dispose of the asset.

The Fund makes no representation that it will attempt to protect any redeeming shareholder from inconvenience,
expense or loss that results from an in-kind redemption requested by the shareholder.

The Fund has adopted the following operating policies with respect to such in-kind redemptions:

* the Fund shall identify before 4:00 p.m. Eastern Time, any readily tradable assets held by a Portfolio that are
available for in-kind redemption;

e any shareholder (except an affiliate as set forth below) may request an in-kind redemption of shares in such
Portfolio prior to 4:00 p.m. of such day and any such request shall become irrevocable at 4:00 p.m. of such day;

* o such request for redemption shall be accepted for any Fund shares held by an affiliated person or other person
specified in section 17(a) of the 1940 Act;

e the Fund will accept a request for an in-kind redemption only as an alternative to the sale of the asset to be
distributed in a transaction consistent with the Portfolio’s investment policies;

* requested in-kind redemptions shall be limited to assets for which market quotations are readily available; and

 the asset price used to effect the redemption shall be the respective asset price used to calculate the net asset value
of the shares being redeemed.
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PORTFOLIO TRANSACTIONS AND BROKERAGE

The Fund’s portfolio transactions are recommended by the Investment Adviser and placed by the Fund’s officers.
The objective of the Fund in effecting portfolio transactions is to obtain the best available prices, taking into account
services and the costs and promptness of executions. Some of the Fund’s purchases and sales of investments will be
made directly with dealers and market-makers, usually without brokerage commissions, however, dealer mark-ups
and mark-downs may be incurred. In other cases, the Fund will use a broker-dealer and will pay commissions. In
many foreign countries, commission rates are fixed by governmental or exchange regulation or by industry
agreement, and may be higher or lower than those charged on comparable transactions in the United States.

Neither the Board of Directors, its officers nor the Investment Adviser intends to request research, statistical,
securities pricing or other related services from any broker-dealer beyond what the broker-dealer provides to its
customers generally, nor will the Board of Directors, its officers or the Investment Adviser pay any broker
additional commissions on portfolio transactions as an inducement to sell Fund shares. Nevertheless, the Fund’s
officers may, in circumstances in which two or more broker-dealers are in a position to offer comparable prices and
execution, give preference to those which have provided research, statistical and related services to the Fund or the
Investment Adviser for the benefit of the Fund. The Investment Adviser believes that while research and related
services may be useful in varying degrees, they are of indeterminable value and may or may not reduce the expenses
of the Investment Adviser.

The Board of Directors does not consider that it has an obligation to obtain the lowest available commission rate with
respect to portfolio transactions to the exclusion of price, service and qualitative considerations. Nevertheless, the officers
of the Fund and of the Investment Adviser are authorized to negotiate payment only for brokerage services rendered and
not for research, statistical or other services. The Board of Directors does not authorize the payment of commissions to
brokers in recognition of their having provided such services, in excess of commissions other qualified brokers would
have charged for handling comparable transactions.

There currently is no agreement or commitment to place orders with any dealer, market-maker or broker-dealer.
Please see the following table for information on commissions paid by the Fund’s Portfolios.

PORTFOLIO COMMISSIONS AND TURNOVER

The Fund’s Portfolios paid the following commissions and had the following portfolio turnover rates during the
last three fiscal years:

Fiscal Year Ended January 31

2010 2009 2008
Total commissions paid
Permanent Portfolio. . . ............. ... ...... $267,191 $669,625 $210,296
Short-Term Treasury Portfolio
(formerly Treasury Bill Portfolio). . ............ 0 0 0
Versatile Bond Portfolio. . . .................... 0 0 0
Aggressive Growth Portfolio ................... 1,030 2,915 9,010
Portfolio turnover rate
Permanent Portfolio. . ........................ 12.78% 37.00% 37.46%
Short-Term Treasury Portfolio
(formerly Treasury Bill Portfolio) . ............. N/A N/A N/A
Versatile Bond Portfolio. . . .................... 61.18% 88.01% 74.72%
Aggressive Growth Portfolio ................... 4.92% 3.44% 9.16%
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DISTRIBUTOR

The Fund’s distributor is Quasar Distributors, LLC, 615 East Michigan Street, Milwaukee, Wisconsin 53202
(“Distributor”). The Distributor is an affiliate of U.S. Bancorp Fund Services, LLC, the Fund’s transfer agent.

The Distributor is a broker-dealer registered with the SEC and is a member of the Financial Industry Regulatory
Authority, Inc. (“FINRA”). The Distributor, as an agent in connection with the distribution of the Fund’s shares, is
responsible for the continuous distribution, on a “best efforts” basis, of the shares of each of the Fund’s Portfolios.

The Investment Adviser pays all customary fees and charges of the Distributor incurred by the Fund (See
“Management — Portfolio Management” in the Prospectus).

TRANSFER AND DIVIDEND-DISBURSING AGENT

The Fund’s transfer and dividend disbursing-agent is U.S. Bancorp Fund Services, LLC, P.O. Box 701,
Milwaukee, Wisconsin 53201 (“Transfer Agent”), telephone number (800) 341-8900.

The Transfer Agent maintains the records of each Shareholder Account, answers shareholders’ inquiries
concerning their accounts, processes purchases and redemptions of the Fund’s shares, acts as dividend and
disbursing agent, and performs other related shareholder service functions. See “Redemption of Shares — In-Kind
Redemptions.”

The Investment Adviser pays all customary fees and charges of the Transfer Agent incurred by the Fund (See
“Management — Portfolio Management” in the Prospectus).

CUSTODIAN

The Fund’s custodian is State Street Bank and Trust Company, P.O. Box 1713, Boston, Massachusetts 02105
(“Custodian”). HSBC Bank, USA, N.A. currently serves as the Custodian’s sub-custodian with respect to certain
gold and silver assets owned by the Permanent Portfolio.

The Custodian receives and deposits cash, holds all securities and other evidences of investments of the Fund
(other than gold and silver assets), receives and delivers securities and other investments bought or sold by the Fund,
and receives and collects income from the Fund’s investments. From time to time, but only upon direction of the
Investment Adviser, some of the Fund’s assets may be held in the London, Zurich or other foreign offices of the
Custodian’s sub-custodians or foreign custodians which are qualified to act as such under the 1940 Act, in
accordance with Rule 17f-5 thereunder.

The custodial agreement between the Fund and the Custodian requires the Custodian to hold the Fund’s assets in
strict segregation; the custodial agreement prohibits commingling of the Fund’s assets with assets owned by the
Custodian, and it requires the Custodian to receive and maintain the Fund’s assets in a form and condition that
would make them readily identifiable as customer property in an audit or in the event that the Fund appoints a
successor custodian. The custodial agreement also provides that the Custodian shall be indemnified by and be
without liability to the Fund for any action taken or omitted by it in good faith without negligence.

In executing portfolio transactions, the Custodian acts as an agent for the Fund, but has no part in the
management or investment decisions of the Fund or in the Fund’s general administration. The Custodian does not
provide trusteeship protection or protection for investors against possible depreciation of assets.

The Investment Adviser pays all customary fees and charges of the Custodian incurred by the Fund (See
“Management — Portfolio Management” in the Prospectus).
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Fund’s independent registered public accounting firm is Tait, Weller & Baker LLP, 1818 Market Street,
Suite 2400, Philadelphia, Pennsylvania 19103 (“Tait Weller”). The financial information under the caption
“Financial Highlights” in the Prospectus has been derived from the Fund’s financial statements contained in
the Fund’s Annual Report to Shareholders.

The Investment Adviser pays all customary fees and charges of Tait Weller incurred by the Fund (See
“Management — Portfolio Management” in the Prospectus).

GENERAL INFORMATION

Capitalization

The Fund’s present authorized capitalization is 500,000,000 common shares, $.001 par value per share. The
Board of Directors has designated from the Fund’s authorized common stock the following four series:
250,000,000 shares in the Permanent Portfolio; 100,000,000 shares in the Short-Term Treasury Portfolio;
25,000,000 shares in the Versatile Bond Portfolio; and 50,000,000 shares in the Aggressive Growth Portfolio.
Upon issuance and sale, shares of the Fund are fully paid and nonassessable, have no preemptive rights and are
freely transferable. Shareholders may redeem their shares. See “Redemption of Shares.”

Holders of shares in each Portfolio are entitled to vote separately on any change in that Portfolio’s investment
objective and fundamental investment policies and limitations, as provided in Section 13(a) of the 1940 Act, and on
all matters on which the 1940 Act, other applicable law or the Articles of Incorporation of the Fund require a vote by
Portfolios. Otherwise, all Fund shareholders have equal voting rights, vote as a single class and are entitled to one
vote per share.

The Fund will hold an annual meeting of its shareholders in any year in which an annual meeting is required
under Maryland law and the charter and bylaws of the Fund. Maryland law and the Fund’s bylaws provide that the
Fund is not required to hold an annual meeting in any year in which the election of directors is not required to be
acted upon under the 1940 Act.

FINANCIAL STATEMENTS

The financial statements of the Fund as of and for the period ended January 31, 2010 are incorporated herein by
reference. Such financial statements have been audited by Tait Weller, as set forth in their report thereon included
therein, and are incorporated by reference in reliance upon such report given upon the authority of such firm as
experts in accounting and auditing.

The Fund will furnish a copy of its Annual Report to Shareholders for the year ended January 31, 2010, without

charge and upon request, by writing or calling the Shareholder Services Office.

No person is authorized to give any information or to make any representation not contained in this SAI or in the
Prospectus in connection with the matters described herein and therein. If given or made, such information or
representation must not be relied upon as having been authorized.
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Appendix A

PERMANENT PORTFOLIO FAMILY OF FUNDS, INC.
PROXY VOTING POLICIES AND PROCEDURES
MAY 1, 2003
AS AMENDED SEPTEMBER 26, 2007

Permanent Portfolio Family of Funds, Inc. (“Fund”) has adopted the following policies and procedures to
determine how to vote proxies relating to portfolio securities held by each series of the Fund (each, a “Portfolio”).

L

IL.

III.

Iv.

VL

VIL

Delegation. The Board of Directors of the Fund (“Board of Directors,” or “Board”) has delegated to Pacific
Heights Asset Management, LLC, the Fund’s investment adviser (“Pacific Heights”), the responsibility for
voting proxies relating to portfolio securities held by a Portfolio as a part of the investment advisory services
provided by Pacific Heights to the Fund. All such proxy voting responsibilities shall be subject to the Board’s
continuing oversight. Notwithstanding this delegation of responsibilities for voting proxies, the Fund may
revoke such delegation, in whole or in part, at any time.

Fiduciary Duty. Pacific Heights is a fiduciary to each of the Portfolios and shall vote proxies in a manner
consistent with the best interests of each such Portfolio and its shareholders. Every reasonable effort shall be
made by Pacific Heights to vote the Fund’s proxies. However, Pacific Heights shall not be required to vote a
proxy if it is not practicable to do so, or if it determines that the potential costs involved with voting a proxy
outweighs the potential benefits to a Portfolio or its shareholders.

Proxy Voting Services. Pacific Heights may engage an independent proxy voting service to assist it in the
voting of the Fund’s proxies. Such a service would be responsible for coordinating with the Fund’s custodian to
ensure that all applicable proxy solicitation materials received by the custodian are processed in a timely
fashion.

Conflicts of Interest. The proxy voting guidelines of Pacific Heights shall address the procedures it would
follow with respect to conflicts of interest.

Annual Filing. The Fund shall file an annual report of each proxy voted with respect to portfolio securities of
the Portfolios during the twelve-month period ended June 30 on Form N-PX not later than August 31 of each
year.

Reports. Pacific Heights shall report annually to the Board of Directors with respect to the filing of Form N —
PX with the Securities and Exchange Commission.

Role of the Board of Directors. The Board of Directors shall oversee Pacific Heights’ proxy voting processes
and periodically review the Fund’s and Pacific Heights’ proxy voting policies and procedures. Pacific Heights
shall notify the Board promptly of any material changes to Pacific Heights’ proxy voting policies and
procedures.
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Appendix B

PACIFIC HEIGHTS ASSET MANAGEMENT, LLC
PROXY VOTING POLICIES AND PROCEDURES
MAY 1, 2003
AS AMENDED SEPTEMBER 26, 2007

Pacific Heights Asset Management, LLC (“Pacific Heights”) has adopted the following policies and procedures
(“Guidelines”), pursuant to which Pacific Heights, in the absence of special circumstances, generally shall vote
proxies relating to portfolio securities held by each series of Permanent Portfolio Family of Funds, Inc. (“Fund”).
These Guidelines are reasonably designed to ensure that such proxies shall be voted in the best interest of the
shareholders in each series of the Fund (each, a “Portfolio”), in accordance with Pacific Heights’ fiduciary duties
and applicable regulations.

I. Duty to Vote Proxies

Proxies are an asset of the Portfolios, and as such shall be treated by Pacific Heights with the same care, diligence
and loyalty as any asset belonging to the Fund’s Portfolios. As such, Pacific Heights views seriously its
responsibility to exercise voting authority over securities that are owned by the Portfolios. The following
Guidelines shall be observed with respect to proxies. These Guidelines also address special provisions for
conflicts of interests that may arise in connection with voting proxies.

A. The Fund has delegated the power to vote its proxies to Pacific Heights. Every reasonable effort shall be
made by Pacific Heights to vote the Fund’s proxies. However, voting proxies for shares of certain
non-U.S. companies may involve significantly greater effort and cost than for shares of U.S. companies.
There may be situations where Pacific Heights may not, or cannot, vote a proxy. For example, Pacific Heights
may receive proxy solicitation materials too late to be acted upon, or the cost of voting may outweigh the
benefit of voting. In such instances, Pacific Heights shall not be required to vote such proxies if it is not
practicable to do so, or if it determines that the potential costs involved with voting a proxy outweighs the
potential benefits to a Portfolio or its shareholders by voting such a proxy.

B. Pacific Heights is a fiduciary to each of the Fund’s Portfolio’s and shall vote proxies in a manner consistent
with the best interests of each such Portfolio and its shareholders. As such, it is the policy of Pacific Heights
to review each proxy statement on an individual basis and to vote exclusively in the best interests of such a
Portfolio and its shareholders.

C. To document that proxies are being voted, Pacific Heights shall keep a record for each of the Fund’s
Portfolios where applicable, reflecting: (i) when each proxy is first received; (ii) when each proxy is voted;
and (iii) how that proxy is voted. Pacific Heights shall keep and maintain such records consistent with the
requirements of Rule 206(4)-6 under the Investment Advisers Act of 1940, as amended (“Advisers Act”), and
other applicable rules and regulations. In each instance in which a proxy is not voted for any reason (such as
the late receipt of the proxy, incorrect instructions as to how to vote the proxy, or for some other reason), a
written explanation shall be prepared stating the reasons why that proxy was not voted. Pacific Heights shall
make its proxy voting history and these Guidelines available to the Fund upon request.

D. Pacific Heights may engage an independent proxy voting service to assist it in the voting of the Fund’s
proxies. Such a service would be responsible for coordinating with the Fund’s custodian to ensure that all
applicable proxy solicitation materials received by the custodian are processed in a timely fashion.

II. Guidelines for Voting Proxies

Pacific Heights generally will vote the Fund’s proxies so as to promote the long-term economic value of the
underlying securities, and generally will follow the Guidelines provided below. Each proxy proposal shall be
considered on its own merits, and an independent determination shall be made whether to support or oppose
management’s position. Pacific Heights believes that the recommendation of management should be given
substantial weight, but Pacific Heights shall not support management proposals that may be detrimental to the
underlying value of the Portfolio’s investment positions.
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Pacific Heights shall be responsible for administering, executing and overseeing the Fund’s proxy voting
process. On occasion, Pacific Heights may vote a proxy in a manner other than suggested by the Guidelines;
however, such departures from the Guidelines are expected to be rare, and Pacific Heights shall maintain a record
supporting such votes.

A. Specific Policies

1. Routine Matters

a. Election of Directors. In general, Pacific Heights shall vote in favor of an issuer’s management’s
director nominees if they are running unopposed. Pacific Heights believes that an issuer’s management
is in the best position to evaluate the qualifications of its directors and the needs of its particular board
of directors. Nevertheless, Pacific Heights shall vote against, or withhold its vote for, any director
nominee whom it feels is not qualified. When an issuer’s management’s director nominees are opposed
in a proxy contest, Pacific Heights shall evaluate which director nominee’s publicly-announced
management policies and goals are most likely to maximize shareholder value, as well as evaluate the
past performance of the incumbent director nominees, voting in accordance with its evaluation.

b. Ratification of Selection of Auditors. In general, Pacific Heights shall rely on the judgment of
management in selecting an issuer’s independent auditors. Nevertheless, Pacific Heights shall examine
the recommendation of the issuer’s management in appropriate cases (e.g., where there has been a
change in independent auditors based upon a disagreement on accounting matters), voting in
accordance with its examination.

c. Stock Option and Other Equity Based Compensation Plan Proposals. In general, Pacific Heights shall
approve an issuer’s management’s recommendations with respect to the adoption or amendment of
stock option plans and other similar equity-based compensation plans; provided, however, that the
total number of shares or other units of participation reserved under all of such an issuer’s
compensation plans is reasonable and not excessively dilutive.

2. Acquisitions, Asset Sales, Business Combinations, Mergers, Re-incorporations, Reorganizations and
Other Transactions

Because voting on transactions such as acquisitions, asset sales, business combinations, mergers, re-
incorporations and other reorganizations involves considerations unique to each transaction, Pacific Heights
does not have a general policy with regard to voting on such transactions, but shall vote in such instances on a
case-by-case basis for each transaction.

3. Changes in Capital Structure

Pacific Heights shall evaluate proposed capital change actions on a case-by-case basis and will generally defer to
an issuer’s management’s business analysis in support of such actions. In cases where proposed capital change
actions support proxy defenses or act to reduce or limit shareholder rights, particular consideration shall be given by
Pacific Heights to all the effects of such an action, and Pacific Heights’ shall vote in a manner consistent with the
objective of maximizing long-term shareholder value.

4. Anti-Takeover Proposals

In general, Pacific Heights shall vote against any proposal, whether recommended by an issuer’s management or
otherwise, which it believes would materially contribute to preventing a potential acquisition or takeover, thereby
potentially preventing the Fund from maximizing long-term shareholder value, including proposals to:

* stagger the board of directors;
* introduce cumulative voting;

¢ introduce unequal voting rights;
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e create supermajority voting; and

* establish preemptive rights.

In general, Pacific Heights shall vote in favor of any proposals, whether recommended by an issuer’s
management or otherwise, to reverse an issuer’s policy or policies as listed above.
5. Shareholder Proposals Involving Social, Moral or Ethical Matters

In general, Pacific Heights shall vote in accordance with an issuer’s management’s recommendation on issues
primarily involving social, moral or ethical matters, except for certain instances where Pacific Heights believes such
a proposal has substantial economic implications or the potential to maximize long-term value for the Fund’s
shareholders, in which case, it shall vote accordingly.

B. Voting Process

Generally, proxies are received, electronically or otherwise, and shall be promptly voted on by Pacific Heights.
With respect to each matter voted upon, Pacific Heights shall record the following information for and on behalf of
the applicable Portfolios:

* the name of the issuer of the portfolio security;

¢ exchange ticker symbol of the portfolio security;

e the Council on Uniform Securities Identification Procedures (“CUSIP”) number for the portfolio security;
e the shareholder meeting date;

¢ a brief identification of the matter voted on;

e whether the matter was proposed by the issuer or by a security holder;

¢ whether the Portfolio cast its vote on the matter;

* how the Portfolio cast its vote (e.g., for or against the proposal, or abstaining; for or withholding regarding the
election of directors); and

» whether the Portfolio cast its vote for or against the issuer’s management.
After such votes are cast, Pacific Heights shall perform a review to ensure that all proxies received, and for which

a voting obligation exists, have been properly voted.

III. Conflicts of Interest

Each proxy shall be reviewed by Pacific Heights to assess the extent to which there may be a material conflict of
interest between Pacific Heights and the Fund or any of its Portfolios. In addition, Pacific Heights shall assess to
what extent, if any, there may be a material conflict of interest between Fund shareholders’ interests and the interests
of Pacific Heights. For example, if an issuer’s proposal may harm the Fund or one of its Portfolios financially while
enhancing the financial or business prospects of Pacific Heights, or conversely, if an issuer’s proposal may harm the
financial or business prospects of Pacific Heights while enhancing the Fund or one of its Portfolios financially.

If Pacific Heights determines that a material conflict of interest exists, it shall promptly notify the Fund’s Board
of Directors of the conflict of interest and seek guidance from the Board on voting such a proxy.

IV. Recordkeeping and Reporting

Pacific Heights shall be required to maintain records of proxies voted pursuant to Section 204(2) of the Advisers
Act and Rule 204-2(c) thereunder. Pacific Heights shall maintain and make available for review upon reasonable
request to the Fund, its Portfolios and its shareholders, a copy of its Guidelines, proxy statements received regarding
the Fund’s securities, a record of each vote cast, each written Fund request for proxy voting records and Pacific
Heights’ response to any Fund request for such records. In addition, Pacific Heights shall maintain appropriate
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proxy voting records for the Fund in compliance with applicable regulations under the Investment Company Act of
1940, as amended.

Applicable proxy voting books and records shall be maintained by Pacific Heights for five (5) years, the first two
(2) years in an easily accessible place.
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