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OBJECTIVE: FUND HIGHLIGHTS:

The Alpha Hedged Strategies Fund seeks to achieve consistent returns with low e Multiple hedge fund strategies ® No investor qualification
correlation to traditional financial market indices. The Fund uses the S&P 500 ¢ Multiple hedge fund managers ~® Low minimum investment
Index and the Hedge Fund Research, Inc. (“HFRI”) Fund of Funds Composite e Mutual fund structure ¢ Complete position-level
Index as its benchmarks. * Daily liquidity transparency

FUND INCEPTION DATE: NET ASSETS: TICKER SYMBOL:

September 23, 2002 (N MILLIONS) ALPHX

$249

MINIMUM lNVESTMENT:* TOTAL GROSS EXPOSURE: NUMBER OF SUB-ADVISORS:

$10,000 106% 15

ADDITIONAL INVESTMENT:" TOTAL NET EXPOSURE: NUMBER OF POSITIONS:

$250 52% 1,619

"VARIOUS BROKER PLATFORMS MAY SET THEIR OWN MINIMUMS

PERFORMANCE

Standardized Returns . ) . )
(average annual return) ALPHX HFRI FOF S&P 500 Historical Data (since inception) ALPHX HFRIFOF  S&P 500
Year-to-date 0.50% -0.25% -0.61% Standard Deviation® 8.80% 5.77% 14.94%
1-Year 24.13% 10.81% 53.62% Largest Drawdown’” -35.67% -21.94% -50.95%
3-Year -4.68% -1.91% -5.67% Drawdown - # of months® 16 14 16
5-Year -0.11% 2.45% 0.37% Recovery - # of months® N.A. N.A. N.A.
Since Inception (9/23/2002) 2.23% 4.46% 5.95%

Total Annual Fund Operating Expenses 5.97% *Excludes dividends on short positions and interest on borrowing; other fund operating expenses are

Net Fund Operating Expenses* 3.99% contractually capped indefinitely at 3.99%.

Quarter-End Performance: As of 12/31/09, the 1-year, 3-year, 5-year, and since inception average annual return for ALPHX is 18.95%, -4.16%, -0.21%, and 2.20%,
respectively.

Performance data quoted represents past per[ormance; past performance does not guarantee future results. The investment return and principa[ value of an investment

will fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost. Current performance of the Funds may be lower or higher
than the performance quoted.

STRATEGY ALLOCATION’

CASH = 6%

Strategies Actual Allocation  # of Positions LSE = 25% - N
Long/Short Equity 25% 204 —ED = 27%
Market Neutral Equity 21% 992
Relative Value 21% 243
Event Driven 27% 180
Cash 6% N.A MINE = 21%

Total 1,619 ~ RV = 21%

1. HFRI Fund of Funds Composite Index - Funds included in the Index invest with multiple managers through funds or managed accounts. The strategy designs a
diversif‘ie(] Portf‘()lio 0‘: lnanager‘s \Vith the ObiectiV’e 0{: Signiﬁ(‘dntly 1OVVer‘ing the riSl'( <\'Oldt]lity) Of‘investing \\'ith an indi\’idual lnanﬂgel’t The f‘l,ln(l 0{: f‘LlnClS mi\nager
has discretion in choosing which strategies to invest in for the portfolio. A manager may allocate funds to numerous managers within a single strategy, or with
numerous managers in multiple strategies. The minimum investment in a fund of funds may be lower than an investment in an individual hedge fund or managed
account. The investor has the advantage of diversification among managers and styles with significantly less capital than investing with separate managers. You cannot
invest directly in an index. Benchmark performance should not be considered reflective of Fund performance. The HFRI are updated three times a month: Flash
Update (5th business day of the month), Mid Update (15th of the month), and End Update (1st business day of the following month). The current month and the
prior three months are left as estimates and are subject to change. All performance prior to that is locked and is no longer subject to change. For the purposes of this
report, the Flash Update is used.

2. Standard & Poor’s (S&P) 500 Total Return Index - The Index consists of 500 stocks chosen for market size, liquidity and industry group representation. It is a market

value weighted index, with each stock’s weight in the index proportionate to its market value. You cannot invest directly in an index. Benchmark performance should

not be considered reflective of Fund performance.

Standard deviation: measurement of the investment’s volatility.

Largest drawdown: the peak to trough decline of an investment.

Drawdown: number of months of a peak to trough decline of an investment.

Recovery: number of months to recover from a drawdown.

Portfolio composition is subject to change at any time.

N oA



HATTERAS
Ticreds

ALPHA HEDGED STRATEGIES FUND | FEBRUARY 28, 2010

PERFORMANCE
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
2010 0.10% 0.40% 0.50%
2009 0.00% -3.69% 1.74% 4.68% 5.23% -0.10% 3.22% 1.81% 4.64% -0.94% -0.57% 1.86% 18.95%
2008 -4.59% 0.55% -1.49% 1.83% 1.56% -1.62% -2.50% -2.01% -8.52% -12.35% -6.54% -0.69% -31.63%
2007 1.55% 0.61% 1.37% 1.20% 2.08% 0.15% -1.02% -0.07% 2.42% 2.08% -2.18% -0.13% 8.25%
2006 4.29% 0.39% 1.81% 1.70% -1.06% -0.31% -0.77% 0.62% -0.77% 1.09% 0.69% 1.38% 9.32%
2005 -0.25% 0.25% -0.17% -1.44% 1.72% 0.59% 1.51% -0.83% 1.67% -0.98% 0.74% 0.01% 2.80%
2004 0.99% 0.10% 1.47% -0.87% 1.07% 5.01% -1.56% 2.52% 0.82% 0.72% 5.37% 0.60% 17.23%
2003 2.04% 0.00% 0.60% -0.20% -0.40% -0.40% -1.41% -0.41% 1.02% 2.23% 0.10% 0.04% 3.21%
2002 -0.90% -1.31% 0.10% -2.10%

TOP 10 SUB-ADVISORS

Sub-Advisor Strategy Percentage Sub-Advisor Strategy Percentage
Simran Capital Mgt. Event Driven 7.70% Aristos Long/Short Equity 6.07%
Nicholas Relative Value 7.53% AlphaStream Capital Mgt. Market Neutral Equity 5.88%
Smith Breeden Assoc. Relative Value 7.20% Alpha Equity Mgt. - Int'l Market Neutral Equity 5.84%
Sunnymeath Asset Mgt. Long/Short Equity 7.14% GAMCO Asset Mgmt. Event Driven 5.64%
Concise Capital Mgt. Relative Value 6.74% Twin Capital Mgt. Market Neutral Equity 5.02%

IMPORTANT DISCLOSURES AND KEY RISK FACTORS

The Fund's investment objectives, risks, charges and expenses must be considered carefully before investing. The prospectus contains this and other important information about

the investment company, and it may be obtained by calling 1.877.569.2582 or by visiting www.hatterasmutualfunds.com. Read it carefully before investing.

Certain hcdging tcchniqucs and lcvcragc cmp]oycd in the management of the Fund may accelerate the Vc]ocity of p()ssib]c losses. Short scl]ing involves the
risk of p()tcntia”y unlimited increase in the market value of the sccurity sold short, which could result in potcntia]ly unlimited loss for the Fund. Derivatives
involve investment exposure that may exceed the ()r‘igina] cost and a small investment in derivatives could have a 1argc p()tcnrial impact on the pcrform'cmcc

0‘: t]’l(,‘ Fund. Opti()ns ]’101(1 in fl‘lC FUI](] I“aLV I)C 1“1(]111(1 and Tl’lC f‘und managcr‘ may ]’18.\'(,‘ diﬂ"iCUlTVV C]osing out a p()siri(m. Tl]C Fund may alSO invcst il]:

e smaller capiralizcd companics - sul)jcct to more al)rupr or erratic market movements than largcr‘, more established companics;

L forcign securities, which involve currency risk, different accounting standards and are subjcct to p()lirical instabi]ity;

® securities 1imitcd to l‘csalc to qua]iﬁcd institutional invcst()rs, V\'lli(jl’l can affcct tlwil‘ dcgl‘cc of ]iquidiry;

e shares of other investment companics that invest in securities and stylcs similar to the Fund, l‘csulting in a gcncra]ly llighcr investment cost than from

in\'csting dircctly in the undcrlying shares of these funds.

Thc Fun(l intcn(ls to UtiliZC rhCSC in(]i\'i(lu&ll SCCUI‘iTiCS an(] hc(lging tCC]’lni(]uCS in mat(j]’lcd C()ml)inati()ns t}]dt are (lcsignc(1 to I]Cutralizc or ()H"Sct rhc
in(li\'i(lllal I‘isl{s ()f‘c]n})l()}’ing tl]CSC tCCl]ni(IUCS Sc}jaratcl‘y'. S()m(: (){: tl]CSC matchc(l Stl‘atcgics inclll(lc Incrgcr‘ al‘l)itragc, l()ng/sh()rt C({Uit‘}', C()n\'cl‘til)lc l)()n(l
&Lrl)itr‘agc an(l f‘]xc(]‘inc()n]c ar})itr‘agc. Tl]CI‘C iS no assurance that tl]CSC Stl‘atcgics VVi]l Pr()t(,‘(:t against l()SSCS. Thc Flln(l iS n()n-di\’cr‘sifi(:d an(l tl]cl‘cfﬂ)lﬂc rna‘}'
invest in the securities of fewer issuers than diversified funds at any one time; as a result, the gains and losses of a single security may have a greater impact

on tl’lC FUI’](]’S S]'IEU"C P]"iCC.

Because the Fund is a fund-of-funds, your cost of investing in the Fund will generally be higher than the cost of investing directly in the shares of the
mutual funds in which it invests. By investing in the Fund, you will indirectly bear your share of any fees and expenses charged by the underlying
funds, in addition to indirectly bearing the principal risks of the funds. Please refer to the prospectus for more information about the Fund, including
risks, fees and expenses.

\\"l]l’l(ﬁ t}‘lC Fund l\ a I]()-lOa(] f‘und, managcmcnt {"CCS al](] othcr CXPCI’]SCS Stlll appl‘y. I\‘Utll&ll {:Lll]d invcsting iI‘lVOlVCS ris]c; l()SS Of principa] 1'\ p()ssil)]c. PlC&LSC

C()I]Sl,llt an invcstmcnt profbssiona] ("OI‘ 'dd\«'iCC rcgarding y()ur par‘ticular CiI‘CUl“STaI]CCS. f\l] invcstmcnt il’l tl]C Fund may not [)C suital)lc ("OI‘ dll invcst()rs.

Tl’lC Fund iS ()H"CI‘Cd OanV to Unitcd StatCS I"CSianfS, a.n(] infbrmation on Tl’liS SiTC l& intcndcd ()n]y ("()I‘ SUCl] PC]"SOI’]S. N()thing on t}]iS Sit(,‘ S]’l()uld l)C COI’]SidCI‘C({
a S()li(jital’i()n to l)UVV or an ()H"Cl‘ to SC” S]’li{]"CS Of t]’lC Fun(l in 'ngV jurisdicti()n \N]'lCr(,‘ t}]C ()H"Cl" or SOliCif&LtiOI] \V()Uld l)C unlawf‘ul undcr fl]C SCCUI‘]’tiCS l'd.V\'S 0‘:

such jurisdiction.

The Fund is distributed by Hatteras Capital Distributors, LLL.C, an affiliate of Hatteras Alternative Mutual Funds l)vv virtue of common control or

owncrship.



