


Managers Special Equity Fund

Schedule of Portfolio Investments (confinved)

Shares Valve Shares Valve

Energy - 6.6% (continued) Auxilium Pharmaceuticals, Inc.* 15,000 $449,700
Oceaneering International, Inc.* 21,252 | $1,243,667 Catalyst Health Solutions, Inc.* 10,123 369,186
PetroQuest Energy, Inc.* 181,6232 1,113,349 Chemed Corp. 628 30,125
Rosetta Resources, Inc.* 124,0002 2,471,320 Computer Programs & Systems, Inc. 28,930 1,332,226
Superior Energy Services, Inc.* 69,952 1,699,134 Conceptus, Inc.* 25,9792 487,366
WA&T Offshore, Inc. 43,2612 506,154 Crucell, ADR* 12,383 249,889
World Fuel Services Corp. 12,500 334,875 Cyberonics, Inc.* 11,446 233,956

Total Energy 15,006,488 DexCom, Inc.* 83,091 671,375
Financials - 5.5% Emergency Medical Services Corp., Class A* 6,557 355,062
BOK Financial Corp. 32,7602 1,556,755 Endologix, Inc.* 44,124 232,975
Broadpoint Gleacher Securities Group, Inc.* 45,036 200,861 Eurand NLV.* 32,000 412,800
Calamos Asset Management, Inc., Class A 36,7222 423,405 Exelixis, Inc.* 38,400 283,008
China Real Estate Information Corp., ADR* 36,6922 402,878 Gentiva Health Services, Inc.* 32,411 875,421
CNinsure, Inc., ADR* 14,2002 285,136 Health Management Associates, Inc.* 239,900 1,744,073
Cohen & Steers, Inc. 13,306 303,909 HMS Holdings Corp.* 64,813 3,155,745
Evercore Partners, Inc., Class A 8,500 258,400 Human Genome Sciences, Inc.* 30,700 939,420
First Cash Financial Services, Inc.* 3,089 68,545 ICON PLC, Sponsored ADR* 43,725 950,144
Greenhill & Co., Inc. 3,7702 302,505 Insulet Corp.* 71,3002 1,018,164
Horace Mann Educators Corp. 26,200 327,500 Invacare Corp. 16,034 399,888
Iberia Bank Corp. 33,430 1,798,868 Kensey Nash Corp. * 11,420 291,210
KBW, Inc.* 12,300 336,528 LHC Group, Inc.* 7,180 241,320
PS Business Parks, Inc. 4,400 220,220 Martek Biosciences Corp.* 13,500 255,690
Pinnacle Financial Partners, Inc.* 95,3302 1,355,593 Masimo Corp.* 27,400 833,508
Signature Bank* 38,130 1,216,347 MedAssets, Inc.* 38,320 812,767
Stifel Financial Corp.* 10,200 604,248 Medicis Pharmaceutical Corp., Class A 19,700 532,885
SVB Financial Group* 12,3342 514,204 NuVasive, Inc.* 22,9002 732,342
Texas Capital Bancshares, Inc.* 105,725 1,475,921 Odyssey HealthCare, Inc.* 25,500 397,290
World Acceptance Corp.* 29,0072 1,039,321 PDL BioPharma, Inc. 31,500 216,090

Total Financials 12,691,144 Pharmerica Corp.* 1,299 20,628
Health Care - 16.5% Phase Forward, Inc.* 27,914 428,480
Acorda Therapeutics, Inc.* 19,689 496,557 Providence Service Corp.* 18,500 292,300
Air Methods Corp.* 8,255 277,533 Psychiatric Solutions, Inc.* 7,929 167,619
Alexion Pharmaceuticals, Inc.* 16,300 795,766 Regeneron Pharmaceuticals, Inc.* 27,148 656,439
Align Technology, Inc.* 45,047 802,738 RehabCare Group, Inc.* 9,900 301,257
Allos Therapeutics, Inc.* 10,300 67,671 Salix Pharmaceuticals, Ltd. * 29,500 749,300
Amedisys, Inc.* 68,7152 3,336,800 Savient Pharmaceuticals, Inc.* 8,500 115,685
American Medical Systems Holdings, Inc.* 68,021 1,312,125 Sirona Dental Systems, Inc.* 24,772 786,263
AMERIGROUP Corp.* 1,275 34,374 Steris Corp. 21,948 613,886
AMN Healthcare Services, Inc.* 39,800 360,588 SXC Health Solutions Corp. * 61,683 3,327,798
AmSurg Corp.* 13,700 301,674 Thoratec Corp.* 23,698 637,950
Ariad Pharmaceuticals, Inc.* 110,774 252,565 United Therapeutics Corp.* 4,8002 252,720
athenahealth, Inc.* 44,6512 | 2,020,011 Valeant Pharmaceuticals International* 13,8002 438,702

The accompanying notes are an infegral part of these financial statements.




Managers Special Equity Fund

Schedule of Portfolio Investments (confinved)

Shares Valve Shares Valve

Health Care - 16.5% (continued) Tennant Co. 10,800 $282,852
Vanda Pharmaceuticals, Inc.* 23,796 $267,467 Wabtec Corp. 30,280 1,236,635
Viropharma, Inc.* 25,9007 217,301 Watson Wyatt & Co. 6,600 313,632

Total Health Care 37,835,822 Total Industrials 24,081,479
Industrials - 10.5% Information Technology - 29.7%
Acuity Brands, Inc. 14,1977 505,981 3PAR, Inc.* 22,7822 269,967
Allegiant Travel Co.* 7,7002 363,209 Advent Software, Inc.* 21,913 892,516
American Superconductor Corp.* 18,5392 758,245 Amkor Technology, Inc. * 124,725 893,031
Avis Budget Group, Inc.* 14,1527 185,674 Ancestry.com, Inc.* 19,382 271,542
BE Aerospace, Inc.* 79,812 1,875,582 Archipelago Learning, Lid. * 11,1202 230,184
Beacon Roofing Supply, Inc.* 23,872 381,952 Arcsight, Inc.* 23,200 593,456
Bucyrus International, Inc. 46,930 2,645,445 Ariba, Inc.* 167,024 2,091,140
Chart Industries, Inc.* 21,339 353,160 Aruba Networks, Inc.* 206,140 2,197,452
Colfax Corp.* 14,234 171,377 Asialnfo Holdings, Inc.* 15,7652 480,360
Copa Holdings, S.A., Class A* 14,468 788,072 Atheros Communications, Inc. * 81,460 2,789,190
Copart, Inc.* 20,540 752,380 Benchmark Electronics, Inc.* 19,100 361,181
Corporate Executive Board Co. 11,363 259,304 Blue Coat Systems, Inc.* 18,595 530,701
Cubic Corp. 7,800 290,940 Brightpoint, Inc.* 38,400 282,240
Deluxe Corp. 21,300 315,027 Broadridge Financial Solutions, Inc. 17,500 394,800
DigitalGlobe, Inc.* 21,400 517,880 CACl International, Inc., Class A* 17,504 855,070
DynCorp International, Inc.* 29,609 424,889 Cavium Networks, Inc.* 40,787 971,954
EMCOR Group, Inc.* 12,200 328,180 CSG Systems International, Inc.* 64,688 1,234,894
Energy Recovery, Inc.* 17,800 122,464 Ceva, Inc.* 75,630 972,602
EnerNOC, Inc.* 19,989 607,466 Compellent Technologies, Inc.* 22,4612 509,415
EnerSys* 93,140 | 2,036,972 Concur Technologies, Inc.* 8,100 346,275
Geo Group, Inc., The* 86,240 1,886,931 Constant Contact, Inc.* 20,184 322,944
GrafTech International, Ltd.* 33,462 520,334 CyberSource Corp.* 51,590 1,037,475
Graham Corp. 17,500 362,250 Cymer, Inc.* 14,800 568,024
HNI Corp. 11,095 306,555 DragonWave, Inc.* 27,9172 319,929
Harbin Electric, Inc.* 23,0602 473,652 Equinix, Inc.* 3,800 403,370
[IVI, Inc.* 18,181 578,156 Euronet Worldwide, Inc.* 11,900 261,205
Kforce, Inc.* 33,7002 421,250 F5 Networks, Inc.* 9,255 490,330
Middleby Corp., The* 5,500 269,610 Fortinet, Inc.* 28,300 497,231
MYR Group, Inc.* 20,407 368,959 GSI Commerce, Inc.* 33,957 862,168
Nordson Corp. 20,600* | 1,260,308 Global Cash Access Holdings, Inc.* 5,321 39,854
Orion Marine Group, Inc.* 34,385 724,148 Hollysys Automation Technologies, Lid.* 28,000 336,280
Powell Industries, Inc.* 6,985 220,237 Informatica Corp. * 84,520 2,185,687
Quanex Building Products Corp. 20,557 348,852 InterDigital, Inc.* 26,263 697,020
Resources Connection, Inc.* 19,600 415,912 Intersil Corp., Class A 106,640 1,635,858
Simpson Manufacturing Co., Inc. 15,136 407,007 IPG Photonics Corp. * 34,873 583,774

The accompanying notes are an infegral part of these financial statements.




Managers Special Equity Fund

Schedule of Portfolio Investments (confinved)

Shares Valve Shares Valve

Information Technology - 29.7% (continued) STEC, Inc.* 3,8582 $63,040
Ixia* 96,680 $719,299 SuccessFactors, Inc.* 62,4002 1,034,592
)2 Global Communications, Inc.* 7,5852 154,355 Sybase, Inc.* 11,700 507,780
Knot, Inc., The* 43,183 434,853 Synaptics, Inc.* 2,474 75,828
LogMeln, Inc.* 24,900 496,755 Synchronoss Technologies, Inc.* 30,036 474,869
Longtop Financial Technologies, Ltd., ADR* 19,722 730,108 SYNNEX Corp.* 9,000 275,940
Manhattan Associates, Inc.* 12,000 288,360 Syntel, Inc. 17,791 676,592
Maxwell Technologies, Inc.* 11,900 212,296 Taleo Corp.* 96,1232 2,260,813
Mercadolibre, Inc.* 11,400 591,318 TeleTech Holdings, Inc.* 65,160 1,305,155
MicroStrategy, Inc.* 8,378 787,700 Teradyne, Inc.* 49,000 525,770
Monolithic Power Systems, Inc.* 18,112 434,145 Tessera Technologies, Inc.* 3,678 85,587
Multi-Fineline Electronix, Inc.* 14,000 397,180 TIBCO Software, Inc.* 3,748 36,093
Net 1 UEPS Technologies, Inc.* 14,000 271,880 NS, Inc.* 15,710 403,590
Netezza Corp.* 61,399 595,570 Veeco Instruments, Inc.* 49 419 1,632,804
Netgear, Inc.* 15,100 327,519 VeriFone Holdings, Inc.* 60,601 992,644
Netlogic Microsystems, Inc.* 73,238 3,387,991 Vistaprint N.V.* 13,305 753,861
NetSuite, Inc.* 29,612 473,200 Vocus, Inc.* 61,556 1,108,008
OpenTable, Inc.* 22,2002 565,212 Websense, Inc.* 4,629 80,822
Oplink Communications, Inc.* 17,300 283,547 Wright Express Corp.* 40,719 1,297,307
OSI Systems, Inc.* 14,000 381,920 Zoran Corp.* 31,400 346,970
Palm, Inc.* 24,3002 243,972 Total Information Technology 68,169,369
Pegasystems, Inc. 19,062 648,108 Materials - 3.5%
Plantronics, Inc. 49,966 1,298,117 AK Steel Holding Corp. 68,210 1,456,284
PMCsSierra, Inc.* 67,074 580,861 Bway Holding Co.* 46,432 892,423
Power Integrations, Inc. 27,021 082,484 Chemspec Internationdl, Ltd., ADR* 24,008 158,453
Qlogic Corp.* 81,192 1,532,093 NewMarket Corp. 11,716 1,344,645
Rackspace Hosting, Inc.* 69,5522 1,450,159 Rock-Tenn Co., Class A 24,452 1,232,625
RF Micro Devices, Inc.* 52,600 250,902 Schweitzer-Mauduit International, Inc. 23,840 1,677,144
RightNow Technologies, Inc.* 50,455 876,403 Scotts Co., The, Class A 8,500 334,135
Riverbed Technology, Inc.* 12,673 291,099 Silgan Holdings, Inc. 5,559 321,755
Rovi Corp.* 78,450 2,500,202 STR Holdings, Inc.* 39,5482 621,299
S1 Corp.* 49,659 323,777 Total Materials 8,038,763
ScanSource, Inc.* 7918 211,411 Telecommunication Services - 0.2%
Semtech Corp.* 26,420 449,404 Consolidated Communications Holdings, Inc. 19,700 344,750
Silicon Laboratories, Inc.* 13,200 638,088 Syniverse Holdings, Inc.* 4,961 86,718
SINA Corp.* 5,6002 253,008 Total Telecommunication Services 431,468
Skyworks Solutions, Inc.* 95,160 1,350,320 Utilities - 0.1%
SolarWinds, Inc.* 31,6002 727,116 ITC Holdings Corp. 4,180 217,736
Solera Holdings, Inc. 18,924 681,453| Total Common Stocks

(cost $162,150,075) 216,210,352

The accompanying notes are an infegral part of these financial statements.
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Managers Special Equity Fund

Schedule of Portfolio Investments (confinved)

Shares Valve
Short-Term Investments - 31.1%'
BNY Institutional Cash Reserves Fund,
Series A, 0.05%* 18,661,000 | $18,661,000
BNY Institutional Cash Reserves Fund,
Series B*34 2,499 559 487,414
Dreyfus Cash Management Fund, Institutional
Class Shares, 0.08% 32,137,401 | 32,137,401
JPMorgan Liquid Assets Money Market Fund,
Capital Shares, 0.19% 19,923,085 19,923,085
Total Short-Term Investments
(cost $73,221,045) 71,208,900
Total Investments - 125.4%
(cost $235,371,120) 287,419,252
Other Assets, less Liabilities - (25.4)% (58,232,150
Net Assets - 100.0% $229,187,102

The following footnotes and abbreviations should be read in conjunction
with the Schedule of Portfolio Investments.

Based on the cost of investments of $243,588,375 for Federal income tax
purposes at December 31, 2009, the aggregate gross unrealized apprecia-
tion and depreciation were approximately $47,993,391 and $4,162,514,
respectively, resulting in net unrealized appreciation of investments of

$43,830,877.

* Non-income producing security.

! Yield shown for an investment company represents the December 31, 2009, seven-
day average yield, which refers to the sum of the previous seven days’ dividends
paid, expressed as an annual percentage.

2 Some or all of these shares were out on loan to various brokers as of December 31,
2009, amounting fo a market value of $20,418,832, or approximately 8.9% of
net assets.

% Collateral received from brokers for securities lending was invested in this shortterm
investment.

4 On September 12, 2008, The Bank of New York Mellon established a separate
sleeve of the BNY Institutional Cash Reserves Fund (Series B) to hold certain
Lehman Brothers floating rate notes. The Fund’s position in Series B is being marked
to market daily.

Investments Definitions and Abbreviations:

ADR: ADR after the name of a holding stands for American Depositary Receipt,
representing ownership of foreign securities on deposit with a domestic custodian
bank. The value of the ADR security is determined or significantly influenced by
trading on exchanges not located in the United States or Canada. Sponsored ADRs
are initiated by the underlying foreign company.

The accompanying notes are an infegral part of these financial statements.
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Managers Special Equity Fund

Statement of Assets and Liabilities
December 31, 2009

Assets:
Investments at value (including securities on loan valued at $20,418,832)* $287,419,252
Receivable for investments sold 18,882,222
Receivable for Fund shares sold 66,933
Dividends, interest and other receivables 51,317
Prepaid expenses 13,408
Total assets 306,433,132
Liabilities:
Payable for Fund shares repurchased 32,603,758
Payable for investments purchased 22,959,828
Payable upon return of securities loaned 21,160,559
Accrued expenses:
Investment advisory and management fees 198,743
Administrative fees 55,206
Other 267,936
Total liabilities 77,246,030
Net Assets $229,187,102
Managers Shares:
Net Assets $221,158,719
Shares outstanding 5,585,051
Net asset value, offering and redemption price per share $39.60

Institutional Class Shares:

Net Assets $8,028,383
Shares outstanding 200,507
Net asset value, offering and redemption price per share $40.04

Net Assets Represent:
Paid-in capital $513,999,111

Undistributed net investment income -

Accumulated net realized loss from investments (336,860,141)
Net unrealized appreciation of investments 52,048,132
Net Assets $229,187,102
* |nvestments at cost $235,371,120

The accompanying notes are an infegral part of these financial stafements.
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Managers Special Equity Fund

Statement of Operations
For the year ended December 31, 2009

Investment Income:

Dividend income $1,371,507
Securities lending fees 244,638
Inferest income 14
Foreign withholding tax (6,807)
Total investment income 1,609,352
Expenses:
Investment management and advisory fees 2,905,178
Administrative fees 806,994
Transfer agent 804,566
Reports to shareholders 162,899
Custodian 147 919
Professional fees 124,622
Registration fees 54,154
Trustees fees and expenses 8,262
Miscellaneous 31,532
Tofal expenses before offsets 5,046,126
Expense reductions (94,982)
Fee waivers (27)
Net expenses 4,951,117
Net investment loss (3,341,765)
Net Realized and Unrealized Gain (Loss):
Net realized loss on investments (68,748,383)
Net unrealized appreciation of investments 146,181,404
Net realized and unrealized gain 77,433,021
Net increase in net assets resulting from operations $74,091,256

The accompanying notes are an infegral part of these financial stafements.
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Managers Special Equity Fund

Statement of Changes in Net Assets
For the year ended December 31,

Increase (Decrease) in Net Assets From Operations:
Net investment loss
Net realized loss on investments
Net unrealized appreciation (depreciation) of investments
Net increase (decrease] in net assefs resulfing from operations
Distributions to Shareholders:
From net realized gain on investments:
Managers Class
Institutional Class
Total distributions to shareholders
From Capital Share Transactions:
Managers Class:
Proceeds from sale of shares
Reinvestment of dividends and distributions
Cost of shares repurchased
Net decrease from Managers Class share transactions
Institutional Class:
Proceeds from sale of shares
Reinvestment of dividends and distributions
Cost of shares repurchased
Net decrease from Institutional Class share transactions
Net decrease from capital share transactions
Total decrease in net assets
Net Assets:
Beginning of year
End of year
End of year undistributed net investment income
Share Transactions:
Managers Class:
Sale of shares
Reinvested shares from dividends and distributions
Shares repurchased
Net decrease in shares
Institutional Class:
Sale of shares
Reinvested shares from dividends and distributions
Shares repurchased

Net decrease in shares

2009 2008
($3,341,765) ($5,943,300)
(68,748,383) (262,909,241)
146,181,404 (299,027,742)
74,091,256 (567,880,283

- (60,482,450)

_ (14,942,810)

- (75,425,260)
31,884,153 187,952,090
- 56,640,818
(225,493,111) (997,437,797)
(193,608,958) (752,844,889)
12,754,238 116,771,071
- 12,946,151
(108,594,167) (204,449,527
(95,839,929) (74,732,305)
(289,448,887) (827,577,194)

(215,357,631) (1,470,882,737)
444,544,733 1,915,427,470

$229,187,102 $444,544,733

1,041,783 3,473,798
- 1,951,786
(7,084,785) (19,749,465)
(6,043,002) (14,323,881)
421,778 2,489,353
_ 441,999
(3,245,866) (3,729,675)
(2,824,088) (798,323)

The accompanying notes are an infegral part of these financial stafements.



Managers Special Equity Fund
Financial Highlights

For a share outstanding throughout each year

For the year ended December 31,

Managers Class: 2009 2008 2007 2006 2005
Net Asset Value, Beginning of Year $30.28 $64.27 $82.96 $86.78 $90.42
Income from Investment Operations:

Net investment loss (0.34) (0.28)° (0.51) (0.14)3 (0.54)°

Net realized and unredlized gain (loss) on investments 9.66° (27.93) 0.55° 9.88° 418

Total from investment operations 9.32 (28.21) 0.04 9.74 3.64
Less Distributions to Shareholders from:

Net realized gain on investments - (5.78) (18.73) (13.5¢) (7.28)
Net Asset Value, End of Year $39.60 $30.28 $64.27 $82.96 $86.78
Total Return! 30.78% (43.49)% (0.60)% 11.28% 4.00%

Ratio of net expenses fo average net assets 1.58% 1.48% 1.43% 1.42% 1.40%

Ratio of net investment loss to average net assefs ' (1.08)% (0.52)% (0.59)% (0.15)% (0.60)%

Portfolio turnover 186% 138% 67% 76% 80%

Net assets at end of year (000's omitted) $221,159 $352,106  $1,668,031 $2,551,703  $2,834,314

Ratios absent expense offsets: 2

Ratio of fotal expenses to average net assets 1.61% 1.51% 1.46% 1.47% 1.45%

Ratio of net investment loss to average net assets (1.171)% (0.55)% (0.62)% (0.20)% (0.65)%

For the year ended December 31,

Institutional Class: 2009 2008 2007 2006 2005
Net Asset Value, Beginning of Year $30.56 $64.71 $83.56 $87.09 $90.56
Income from Investment Operations:

Net investment income (loss) (0.26) (0.15p° (0.32)° 0.10 (0.33)°

Net realized and unrealized gain (loss) on investments 9.743 (28.16) 0.523 9.93 404

Total from investment operations 9.48 (28.31) 0.20 10.03 3.81
Less Distributions to Shareholders from:

Net realized gain on investments - (5.84) (19.05) (13.56) (7.28)
Net Asset Value, End of Year $40.04 $30.56 $64.71 $83.56 $87.09
Total Refurn! 31.02%* (43.35)% (0.39)% 11.56%* 4.21%

Ratio of net expenses to average net assets 1.33% 1.23% 1.20% 1.18% 1.20%

Ratio of net investment income (loss) o average net assefs ' (0.83)% (0.29)% (0.36)% 0.09% (0.56)%

Portfolio turnover 186% 138% 67% 76% 80%

Net assets at end of year (000's omitted) $8,028 $92,439 $247.396 $561,994 $510,541

Ratios absent expense offsets: 2

Ratio of fotal expenses to average net assets 1.36% 1.26% 1.23% 1.23% 1.25%

Ratio of net investment income (loss) fo average net assets (0.86)% (0.32)% (0.39)% 0.04% (0.61)%

! Total returns and net investment income would have been lower had certain expenses not been reduced. (See Note 1(c) of Notes to Financial Statements.)

2 Excludes the impact of fee waivers and expense offsets such as brokerage credits, but includes non-reimbursable expenses, if any, such as interest and
taxes. (See Note 1(c) to the Notes to Financial Statements.)

3 Per share numbers have been calculated using average shares.

4 The Total Return is based on the Financial Statement Net Asset Values as shown above.




Managers Special Equity Fund

Notes to Financial Statements
December 31, 2009

1. Summary of Significant Accounting Policies is closed, (2) trading in a portfolio security is suspended and has

The Managers Funds (the “Trust”) is an open-end management
investment company organized as a Massachusetts business trust
and registered under the Investment Company Act of 1940, as
amended (the “1940 Act”). Currently, the Trust is comprised

of a number of different funds, each having distinct investment
management objectives, strategies, risks and policies. Included in
this report is the Managers Special Equity Fund (“Special Equity”
or the “Fund”).

The Fund offers both Managers Class shares and Institutional
Class shares. The Institutional Class shares, which are designed
primarily for institutional investors that meet certain administrative
and servicing criteria, have a minimum investment of $2,500,000.
Managers Class shares are offered to all other investors. Each class
represents an interest in the same assets of the Fund and the classes
are identical except for class specific expenses related to share-
holder activity. Each class has equal voting privileges except that
each class has exclusive voting rights with respect to its services
and/or distribution plan. Please refer to a current prospectus for
additional information on each share class.

The Fund’s financial statements are prepared in accordance with
accounting principles generally accepted in the United States

of America, which require management to make estimates and
assumptions that affect the reported amounts of assets and liabili-
ties and disclosure of contigent assets and liabilities at the date of
the financial statements and the reported amounts of income and
expenses during the reporting periods. Actual results could differ
from those estimates and such differences could be material. The
following is a summary of significant accounting policies followed by
the Fund in the preparation of its financial statements:

a. Valuation of Investments

Equity securities traded on a domestic or international securities
exchange are valued at the last quoted sale price, or, lacking any
sales, at the last quoted bid price. Over-the-counter securities are
valued at the Nasdaq Official Closing Price, if one is available.
Lacking any sales, over-the-counter securities are valued at the

last quoted bid price. The Fund’s investments are generally valued
based on market quotations provided by third-party pricing services
approved by the Board of Trustees of the Fund. Under certain
circumstances, the value of certain Fund investments may be based
on an evaluation of fair value, pursuant to procedures established
by and under the general supervision of the Board of Trustees of
the Fund. The Fund may use the fair value of a portfolio security
to calculate its NAV when, for example, (1) market quotations are
not readily available because a portfolio security is not traded in a
public market or the principal market in which the security trades

not resumed before the Fund calculates its NAV, (3) a significant
event affecting the value of a portfolio security is determined to have
occurred between the time of the market quotation provided for a
portfolio security and the time as of which the Fund calculates its
NAV, (4) a security’s price has remained unchanged over a period of
time (often referred to as a “stale price”), or (5) Managers Investment
Group LLC (the “Investment Manager”) determines that a market
quotation is inaccurate. Portfolio investments that trade primarily
on foreign markets are priced based upon the market quotation of
such securities as of the close of their respective principal markets,
as adjusted to reflect the Investment Manager’s determination of the
impact of events occurring subsequent to the close of such markets
but prior to the time as of which the Fund calculates its NAV. In
accordance with procedures approved by the Board of Trustees,

the Investment Manager relies upon recommendations of a third-
party fair valuation service in adjusting the prices of such foreign
portfolio investments. The Fund may invest in securities that may
be thinly traded. The Board of Trustees has adopted procedures to
adjust prices when thinly traded securities are judged to be stale so
that they reflect fair value. An investment valued on the basis of its
fair value may be valued at a price higher or lower than available
market quotations. An investment’s valuation may differ depending
on the method used and the factors considered in determining value
according to the Fund’s fair value procedures.

Short-term investments having a remaining maturity of 60 days or
less are valued at amortized cost, which approximates market value.
Investments in other open-end regulated investment companies are
valued at their end of day net asset value per share except iShares or
other ETF’s, which are valued the same as equity securities. Invest-
ments in certain mortgage-backed and stripped mortgage-backed
securities, preferred stocks, convertible securities, derivatives and
other debt securities not traded on an organized securities market
are valued on the basis of valuations provided by dealers or by a
pricing service which uses information with respect to transactions
in such securities and various relationships between securities

and yield to maturity in determining value. Securities (including
derivatives) for which market quotations are not readily available
are valued at fair value, as determined in good faith, and pursu-

ant to procedures adopted by the Board of Trustees of the Trust.
The values assigned to fair value investments are based on avail-
able information and do not necessarily represent amounts that
might ultimately be realized, since such amounts depend on future
developments inherent in long-term investments. Further, because
of the inherent uncertainty of valuation, those estimated values may
differ significantly from the values that would have been used had a
ready market for the investments existed, and the differences could
be material.




Managers Special Equity Fund

Notes to Financial Statements (continued)

Generally Accepted Accounting Principles (GAAP) define fair value as the price that a Fund would
receive 1o sell an asset or pay to transfer a liability in an orderly transaction between market par-
ticipants at the measurement date. GAAP also establishes a framework for measuring fair value,
and a three-level hierarchy for fair value measurements based upon the transparency of inputs to
the valuation of an asset or liability. Inputs may be observable or unobservable and refer broadly
to the assumptions that market participants would use in pricing the asset or liability. Observable
inputs reflect the assumptions market participants would use in pricing the asset or liability based
on market data obtained from sources independent of the Fund. Unobservable inputs reflect the
Fund’s own assumptions about the assumptions that market participants would use in pricing the
asset or liability developed based on the best information available in the circumstances. Each
investment is assigned a level based upon the observability of the inputs which are significant to
the overall valuation.

The three-tier hierarchy of inputs is summarized below:
Level 1 — quoted prices in active markets for identical investments

Level 2 — other significant observable inputs (including quoted prices for similar investments, inter-
est rates, prepayment speeds, credit risk)

Level 3 —significant unobservable inputs (including the Fund’s own assumptions in determining the
fair value of investments)

The inputs or methodologies used for valuing investments are not necessarily an indication of the
risk associated with investing in those investments. The following table summarizes the inputs used
to value the Fund’s net assets by the above fair value hierarchy levels as of December 31, 2009:

Level 1 Level 2 Level 3 Total

Special Equity

Investments in Securities

Common Stocks' $216,210,352 - - $216,210,352
Short-Term Investments 70,721,486 $487,414 - 71,208,900
Total Investments in Securities $286,931,838 $487,414 - $287,419,252

! All common stocks held in the Fund are Level 1 securities. For a detailed break-out of the common stocks by major
industry classification, please refer to the Schedule of Portfolio Investments.

b. Security Transactions
Security transactions are accounted for as of trade date. Realized gains and losses on securities

sold are determined on the basis of identified cost.
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Notes to Financial Statements (continued)

c.Investment Income and Expenses

Dividend income is recorded on the ex-dividend date except certain
dividends from foreign securities where the ex-dividend date may
have passed. These dividends are recorded as soon as the Trust

is informed of the ex-dividend date. Dividend income on foreign
securities is recorded net of any withholding tax. Interest income,
which includes amortization of premium and accretion of discount on
debt securities, is accrued as earned. Non-cash dividends included
in dividend income, if any, are reported at the fair market value of
the securities received. Other income and expenses are recorded

on an accrual basis. Expenses that cannot be directly attributed to
a fund are apportioned among the Funds in the Trust and in some
cases other affiliated funds based upon their relative average net
assets or number of shareholders. Investment income, realized

and unrealized capital gains and losses, the common expenses of
the Fund and certain Fund level expense reductions, if any, are
allocated on a pro rata basis to each class based on the relative net
assets of each class to the total net assets of the Fund.

The Fund had certain portfolio trades directed to various brokers,
under a brokerage recapture program, which paid a portion of the
Fund’s expenses. For the year ended December 31, 2009, under
these arrangements the amount by which the Fund’s expenses
were reduced and the impact on the expense ratios was as follows:

$93,612 or 0.03% annualized.

The Fund has a “balance credit” arrangement with The Bank of
New York Mellon (“BNYM?”), the Fund’s custodian, whereby the
Fund is credited with an interest factor equal to 0.75% below the
effective 90-day T-Bill rate for account balances left uninvested
overnight. If the T-Bill rate falls below 0.75%, no credits will be
earned. These credits serve to reduce custody expenses that would
otherwise be charged to the Fund. For the year ended December 31,
2009, the custodian expense was not reduced.

Overdrafts will cause a reduction of any earnings credits, computed
at 2% above the effective Federal Funds rate on the day of the over-
draft. For the year ended December 31, 2009, the Fund incurred
overdraft fees of $2,445.

The Trust also has a balance credit arrangement with its Trans-

fer Agent, PNC Global Investment Servicing (U.S.) Inc., whereby
earnings credits are used to offset banking charges and other
out-of-pocket expenses. For the year ended December 31, 2009, the
transfer agent expense was reduced by $1,370.

The Investment Manager has agreed to waive a portion of its man-
agement fee in consideration of shareholder servicing fees that it has
received from JPMorgan Distribution Services, Inc., with respect

to short-term cash investments the Fund has made in the JPMorgan
Liquid Assets Money Market Fund, Capital Shares. For the year
ended December 31, 2009, the management fee was reduced $27.

Total returns and net investment income for the Funds would have
been lower had certain expenses not been offset. Total expenses before
offsets exclude the impact of expense reimbursements or fee waivers
and expense offsets such as brokerage recapture credits, but include
non-reimburseable expenses, if any, such as interest and taxes.

d.Dividends and Distributions

Dividends resulting from net investment income and distributions
of capital gains, if any, normally will be declared and paid annually
in December and when required for Federal excise tax purposes.
Distributions are recorded on the ex-dividend date and are declared
separately for each class. Income and capital gain distributions
are determined in accordance with Federal income tax regulations,
which may differ from GAAP. These differences are primarily due
to differing treatments for losses deferred due to wash sales, REITs,
equalization accounting for tax purposes, foreign currency, options,
futures and market discount transactions. Permanent book and tax
basis differences, if any, relating to shareholder distributions will
result in reclassifications to paid-in capital. The tax character of
distributions paid during the past two years were as follows:

2009 2008

Distributions paid from:

Ordinary income - -

Shortferm capital gains - $517,105
Long-ferm capital gains - 74,908,155
_ $75,425,260

As a % of distributions paid (unaudited):

Qualified ordinary income - -

Ordinary income - dividends received deduction - -

As of December 31, 2009, the components of distributable earn-
ings (excluding unrealized appreciation/depreciation) on a tax
basis consisted of:

$328,642,886

Undistributed ordinary income -

Capital loss carryforward

Undistributed shortferm capital gains -

Undistributed longerm capital gains -
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e.Federal Taxes At December 31, 2009, certain unaffiliated shareholders of record,

The Fund intends to comply with the requirements under Subchapter
M of the Internal Revenue Code of 1986, as amended, to distribute
substantially all of its taxable income and gains to its shareholders
and to meet certain diversification and income requirements with
respect to investment companies. Therefore, no provision for
Federal income or excise tax is included in the accompanying
financial statements.

Additionally, based on the Fund’s understanding of the tax rules and
rates related to income, gains and transactions for the foreign juris-
dictions in which it invests, the Fund will provide for foreign taxes,
and where appropriate, deferred foreign taxes.

Management has analyzed the Fund’s tax positions taken on federal
income tax returns for all open tax years (tax years ended December
31, 2006-2009), and has concluded that no provision for federal
income tax is required in the Fund’s financial statements. Addition-
ally, the Fund is not aware of any tax position for which it is reason-
ably possible that the total amounts of unrecognized tax benefits will
change materially in the next twelve months.

f.Capital Loss Carryovers
As of December 31, 2009, the Fund had accumulated net realized
capital loss carryover from securities transactions for Federal income

tax purposes as shown in the following chart. These amounts may
be used to offset realized capital gains, if any, through the expiration
dates listed.

Capital Loss Expires
Fund Carryover Amount  December 31,
Special Equity $145,021,109 2016
183,621,777 2017
Total $328,642,886

For the year ended December 31, 2009, the Fund did not utilize any
capital loss carryovers.

g. Capital Stock

The Trust’s Declaration of Trust authorizes for each series the
issuance of an unlimited number of shares of beneficial interest,
without par value. The Fund records sales and repurchases of its
capital stock on the trade date. The cost of securities contributed to
the Fund in connection with the issuance of shares is based on the
valuation of those securities in accordance with the Fund’s policy on
investment valuation. Dividends and distributions to shareholders
are recorded on the ex-dividend date.

specifically omnibus accounts, individually or collectively held
greater than 10% of the outstanding shares of the Fund as follows:
three collectively own 60%. Transactions by these shareholders may
have a material impact on the Fund.

2. Agreements and Transactions with Affiliates
The Trust has entered into an Investment Management Agreement
under which the Investment Manager, an independently managed
subsidiary of Affiliated Managers Group, Inc. (“AMG”), serves
as investment manager to the Fund and is responsible for the

Fund’s overall administration. The Investment Manager selects
subadvisors for the Fund (subject to Trustee approval) and monitors
each subadvisor’s investment programs and results. The Fund’s
investment portfolio is managed by portfolio managers who serve
pursuant to a Subadvisory Agreement with the Investment Manager.

Investment management fees are paid directly by the Fund to the
Investment Manager based on average daily net assets. The annual
investment management fee rate, as a percentage of average daily
net assets, is 0.90%.

The Trust has entered into an Administration and Shareholder
Servicing Agreement under which the Investment Manager serves as
the Fund’s administrator (the “Administrator”) and is responsible for
all aspects of managing the Fund’s operations, including administra-
tion and shareholder services to the Fund, its shareholders, and cer-
tain institutions, such as bank trust departments, broker-dealers and
registered investment advisers, that advise or act as an intermediary
with the Fund’s shareholders. The Fund pays a fee to the Adminis-
trator at the rate of 0.25% per annum of the Fund’s average daily net
assets for this service.

The aggregate annual retainer paid to each Independent Trustee is
$65,000, plus $4,000 or $2,500 for each regular or special meeting
attended, respectively. The Trustees’ fees and expenses are allo-
cated amongst all of the Funds for which the Investment Manager
serves as the advisor (the “Managers Funds”) based on the relative
net assets of such Funds. The Independent Chairman of the Trusts
receives an additional payment of $15,000 per year. The Chairman
of the Audit Committee receives an additional payment of $5,000
per year. The “Trustees fees and expenses” shown in the financial
statements represents the Fund’s allocated portion of the total fees
and expenses paid by the Managers Funds.

The Fund is distributed by Managers Distributors, Inc. (the “Dis-
tributor” or “MDI”), a wholly-owned subsidiary of the Investment
Manager. MDI serves as the principal underwriter for the Fund and
is a registered broker-dealer and member of the Financial Industry
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Regulatory Authority, Inc. (“FINRA”). Shares of the Fund will be
continuously offered and will be sold by brokers, dealers or other
financial intermediaries who have executed selling agreements with
MDI. MDI bears all the expenses of providing services pursuant to
the Underwriting Agreement, including the payment of the expenses
relating to the distribution of Prospectuses for sales purposes and
any advertising or sales literature. Certain Trustees and Officers of

the Fund are Officers and/or Directors of the Investment Manager,
AMG and/or the Distributor.

On June 23, 20009, the Securities and Exchange Commission
granted an exemptive order that permits the Funds to lend and
borrow money for certain temporary purposes directly to and

from other eligible Funds in the Managers Family of Funds (the
“Fund Family”). Participation in this interfund lending program

is voluntary for both borrowing and lending Funds, and an
interfund loan is only made if it benefits each participating Fund.
The Investment Manager administers the program according to
procedures approved by the Funds” Board of Trustees (the “Board”),
and the Board monitors the operation of the program. An interfund
loan must comply with certain conditions set out in the exemptive
order, which are designed to assure fairness and protect all
participating Funds. For the period from June 23, 2009 through
December 31, 2009, the Fund borrowed varying amounts up to
$7,491,947 over 7 days paying interest of $573 from other Funds

in the Fund Family. The Fund also lent varying amounts up to
$275,166 over 2 days earning interest of $14 to other Funds in the
Fund Family. The interest amounts are presented in the Statement of
Operations in interest income or as miscellaneous expense.

3.Purchases and Sales of Securities

Purchases and sales of securities, excluding short-term securities

and U.S. government obligations, for the year ended December 31,
2009, were $584.,636,518 and $881,924,642, respectively. There

were no purchases or sales of U.S. government obligations.

4.Portfolio Securities Loaned

The Fund may participate in a securities lending program offered
by BNYM, providing for the lending of securities to qualified
brokers. Securities lending fees include earnings of such temporary
cash investments, plus or minus any rebate to a borrower. These
earnings (after any rebate) are then divided between BNYM, as a
fee for its services under the program, and the Fund, according to

agreed-upon rates. Collateral on all securities loaned is accepted in
cash and/or government securities and is maintained at a minimum
level of 102% (105% in the case of certain foreign securities) of

the market value, plus interest, if applicable, of investments on
loan. It is the Fund’s policy to obtain additional collateral from

or return excess collateral to the borrower by the end of the next
business day, following the valuation date of the securities loaned.
Therefore, the value of the collateral held may be temporarily less
than the value of the securities on loan. Lending securities entails

a risk of loss to the Fund if and to the extent that the market value
of the securities loaned were to increase and the borrower did not
increase the collateral accordingly, and the borrower fails to return
the securities. The Fund bears the risk of any deficiency in the
amount of the collateral available for return to the borrower due to
any loss on the collateral invested. Collateral received in the form of
cash is invested temporarily in the BNY Institutional Cash Reserves
Fund (the “ICRF”), or other short-term investments as defined in the
Securities Lending Agreement with BNYM.

In September of 2008, BNYM advised the Investment Manager that
the ICRF had exposure to certain defaulted debt obligations, and
that BNYM had established a separate sleeve of the ICRF to hold
these securities. The net impact of this position is not material to
the Fund. The Fund’s position in the separate sleeve of the ICRF
Fund is included in the Schedule of Portfolio Investments and the
unrealized loss on such investment is included in Net Unrealized
Depreciation on the Statement of Assets and Liabilities and the
Statement of Operations.

.Commitments and Contingencies

In the normal course of business, the Fund may enter into contracts
and agreements that contain a variety of representations and
warranties, which provide general indemnifications. The maximum
exposure to the Fund under these arrangements is unknown, as this
would involve future claims that may be made against the Fund that
have not yet occurred. However, based on experience, the Fund
expects the risk of loss to be remote.

6.Subsequent Events

The Fund has determined that no additional material events or
transactions occurred subsequent to December 31, 2009, and
through February 25, 2010, the date of the issuance of the Fund’s
financial statements, which require additional disclosure in the
Fund’s financial statements.

Tax Information (unaudited)

The Fund hereby designates the maximum amount allowable of its
net taxable income as qualified dividends as provided in the Jobs
and Growth Tax Relief Reconciliation Act of 2003. The 2009 Form
1099-DIV you receive for the Fund will show the tax status of all
distributions paid to you during the year.

Pursuant to section 852 of the Internal Revenue Code, the Fund hereby
designates as a capital gain distribution with respect to the taxable year
ended December 31, 2009, $0 or, if subsequently determined to be
different, the net capital gains of such year.
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Report of Independent Registered Public Accounting Firm

To the Board of Trustees of The Managers Funds and the Shareholders of Managers
Special Equity Fund:

In our opinion, the accompanying statement of assets and liabilities, including the schedule of
portfolio investments, and the related statements of operations and of changes in net assets and
the financial highlights present fairly, in all material respects, the financial position of Managers
Special Equity Fund (one of the series constituting The Managers Funds, hereafter referred to

as the “Fund”) at December 31, 2009, the results of its operations for the year then ended, the
changes in its net assets for each of the two years in the period then ended and the financial
highlights for each of the five years in the period then ended, in conformity with accounting
principles generally accepted in the United States of America. These financial statements and
financial highlights (hereafter referred to as “financial statements”) are the responsibility of the
Fund’s management; our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these financial statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits, which included confirmation
of securities at December 31, 2009 by correspondence with the custodian and brokers, provide a
reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
February 25, 2010
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Trustees and Officers

The Trustees and Officers of the Trust, their business addresses,
principal occupations for the past five years and dates of birth are listed
below. The Trustees provide broad supervision over the affairs of the
Trust and the Funds. The Trustees are experienced executives who
meet periodically throughout the year to oversee the Funds’ activities,
review contractual arrangements with companies that provide services
to the Funds, and review the Funds’ performance. Unless otherwise
noted, the address of each Trustee or Officer is the address of the Trust:
800 Connecticut Avenue, Norwalk, Connecticut 06854.

There is no stated term of office for Trustees. Trustees serve until
their resignation, retirement or removal in accordance with the Trust’s
organizational documents and policies adopted by the Board from
time to time. The Chairman of the Trustees, President, Treasurer

and Secretary of the Trust are elected by the Trustees annually. Other
officers hold office at the pleasure of the Trustees.

Independent Trustees

The following Trustees are not “interested persons™ of the Trust within

the meaning of the 1940 Act:

Interested Trustees

The following Trustees are “interested persons” of the Trust within the
meaning of the 1940 Act. Mr. Dalton is an interested person by virtue
of his positions with, and interest in securities of, Affiliated Managers
Group, Inc. and his position with Managers Distributors, Inc. Mr.
Streur is an interested person by virtue of his positions with Managers
Investment Group LLC.

Name, Date of Birth, Number

of Funds Overseen in Fund  Principal Occupation(s) During Past 5 Years and Other

® Trustee since 2008
e Oversees 34 Funds in
Fund Complex

Complex* Directorships Held by Trustee
Nathaniel Dalton, Executive Vice President and Chief Operating Officer,
9/29/66 Affiliated Managers Group, Inc., (2006-Present);

Executive Vice President, Affiliated Managers Group,
Inc., (2002 -2006); Executive Vice President and General
Counsel, Affiliated Managers Group, Inc. (2001-2002);
Senior Vice President and General Counsel, Affiliated
Managers Group, Inc. (1996-2001). Director, Managers
Distributors, Inc. (2000-Present).

Name, Date of Birth, Number
of Funds Overseen in Fund
Complex*

Principal Occupation(s) During Past 5 Years and Other
Directorships Held by Trustee

Jack W. Aber, 9/9/37

® Trustee since 1999

e Oversees 34 Funds in
Fund Complex

Professor of Finance, Boston University School of
Management (1972-Present); Trustee of Appleton
Growth Fund (1 portfolio); Trustee of Third Avenue Trust
(5 portfolios); Trustee of Third Avenue Variable Trust

(1 portfolio).

John H. Streur, 2/6/60
® Trustee since 2008

® President since 2008
e Oversees 34 Funds in

Fund Complex

Senior Managing Partner, Managers Investment Group LLC
(2006-Present); President, Managers Distributors, Inc.
(2006-Present); Managing Partner, Managers Investment
Group LLC (2005-2006); Chief Executive Officer,
President and Chief Operating Officer, The Burridge Group
LLC (1996-2004).

Officers

William E. Chapman, II,

9/23/41

¢ Independent Chairman

e Trustee since 1999

® Oversees 34 Funds in
Fund Complex

President and Owner, Longboat Retirement Planning
Solutions (1998-Present); Hewitt Associates, LLC (part
time) (provider of Retirement and Investment Education
Seminars) (resigned Nov. 2009); Trustee of Bowdoin
College (2002-Present);Director of Harding, Loevner
Funds, Inc. (6 portfolios); Trustee of Third Avenue Trust
(5 portfolios); Trustee of Third Avenue Variable Trust

(1 portfolio).

Edward J. Kaier,
9/23/45

e Trustee since 1999

e Oversees 34 Funds in

Fund Complex

Attorney at Law and Partner, Teeters Harvey Gilboy &
Kaier LLP (2007-Present); Attorney at Law and Partner,
Hepburn Willcox Hamilton & Putnam, LLP (1977-2007);
Trustee of Third Avenue Trust (5 portfolios); Trustee of
Third Avenue Variable Trust (1 portfolio).

Steven J. Paggioli,

4/3/50

 Trustee since 1993

e Oversees 34 Funds in
Fund Complex

Consultant (2001-Present); Formerly Executive Vice
President and Director, The Wadsworth Group (1986-
2001); Executive Vice President, Secretary and Director,
Investment Company Administration, LLC (1990-2001);
Vice President, Secretary and Director, First Fund
Distributors, Inc. (1991-2001); Trustee, Professionally
Managed Portfolios (22 portfolios); Advisory Board
Member, Sustainable Growth Advisors, LP; Independent
Director, Chase Investment Counsel (2008 — Present).

Eric Rakowski, 6/5/58

 Trustee since 1999

e Oversees 34 Funds in
Fund Complex

Professor, University of California at Berkeley School
of Law (1990-Present); Director of Harding, Loevner
Funds, Inc. (6 portfolios); Trustee of Third Avenue Trust
(5 portfolios); Trustee of Third Avenue Variable Trust (1
portfolio).

Thomas R. Schneeweis,

5/10/47

e Trustee since 1987

e Oversees 34 Funds in
Fund Complex

Professor of Finance, University of Massachusetts
(1977-Present); Director, CISDM at the University of
Massachusetts, (1996-Present); President, Alternative
Investment Analytics, LLC, (formerly Schneeweis
Partners, LLC) (2001-Present); Partner, White Bear
Partners, LLC (2007-Present); Partner, Schneeweis Capital
Management, LLC (2007-Present); Partner, Schneeweis
Associates, LLC (2007-Present); Partner, Northampton
Capital Management, LLC (2004-Present); Partner, TRS
Associates (2007-Present).

* The Fund Complex consists of Managers AMG Funds, The Managers Funds,
Managers Trust I and Managers Trust 1.

Name, Date of Birth,
Position(s) Held with Fund
and Length of Time Served

Principal Occupation(s) During Past 5 Years

Christine C. Carsman,
4/2/52
® Secretary since 2004

Senior Vice President and Chief Regulatory Counsel,
Affiliated Managers Group, Inc. (2004-Present);

Secretary, Managers AMG Funds, Managers Trust I and

I (2004-Present); Senior Counsel, Vice President and
Director of Operational Risk Management and Compliance,
Wellington Management Company, LLP (1995-2004);
Deputy General Counsel, The Boston Company, Inc.
(1993-1995); Associate General Counsel, The Boston
Company Advisors, Inc. (1991-1993); Associate, Sullivan
& Worcester LLP (1987-1991).

Donald S. Rumery,

5/29/58

o Chief Financial
Officer since 2007

® Treasurer since 1995

Senior Vice President, Managers Investment Group
LLC (2005-Present); Director, Finance and Planning,
The Managers Funds LLC, (1994-2004); Treasurer

and Chief Financial Officer, Managers Distributors,
Inc. (2000-Present); Treasurer, Managers AMG Funds
(1999-Present); Treasurer, Managers Trust I and Managers
Trust IT (2000-Present); Secretary, Managers Trust |
and Managers Trust II (2000-2004) and Secretary, The
Managers Funds (1997-2004); Chief Financial Officer,
Managers AMG Funds, Managers Trust I and Managers
Trust IT (2007-Present).

Keitha L. Kinne,

5/16/58

o Chief Operating
Officer since 2007

Managing Partner and Chief Operating Officer, Managers
Investment Group LLC (2007-Present); Chief Investment
Officer, Managers Investment Group LLC (2008-Present);
Chief Operating Officer, Managers AMG Funds, Managers
Trust I and Managers Trust II (2007-Present); Managing
Director, Legg Mason & Co., LLC (2006-2007); Managing
Director, Citigroup Asset Management (2004-2006); Senior
Vice President, Prudential Investments (1999-2004).

David Kurzweil, 6/22/74

o Assistant Secretary

since 2008

Senior Vice President and Associate Counsel, Managers
Investment Group LLC (2008-Present); Assistant Secretary,
The Managers Funds, Managers Trust I, Managers Trust

11, and Managers AMG Funds (2008-Present); Counsel
and Senior Vice President, Lazard Asset Management LLC
(2003-2008).




Investment Manager and Administrator
Managers Investment Group LLC

333 W. Wacker Drive
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Distributor

Managers Distributors, Inc.
333 W. Wacker Drive
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Chicago, IL 60606

(800) 835-3879

Custodian

The Bank of New York Mellon
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Legal Counsel
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MANAGERS AND MANAGERS AMG FuNbDs

Equity Funps

Barancep Funps

EmERGING MARKETS EQUITY
Rexiter Capital Management Limited

Schroder Investment Management North
America Inc.

EsseEx GRowTH
EsseEx LARGE CAP GROWTH
Essex SMALL/Micro Car GROWTH

Essex Investment Management Co., LLC

FQ Tax-Manacep U.S. Equity
FQ U.S. Equiry
First Quadrant, L.P.

GW&K SmaLL Car EquiTy
Gannett Welsh & Kotler, LLC

InstrTuTIONAL MICRO-CAP
Micro-Car

Lord, Abbett & Co. LLC

WEDGE Capital Management L.L.P.

Next Century Growth Investors LLC

RBC Global Asset Management (U.S.) Inc.

INTERNATIONAL EQUITY
AllianceBernstein L.P.

Lazard Asset Management, LLC
Martin Currie Inc.

CHicaco EQuiTy PARTNERS
Mip-Car
Chicago Equity Partners, LLC

REAL ESTATE SECURITIES

Urdang Securities Management, Inc.

RENAISSANCE LARGE CAP GROWTH
Renaissance Group LLC

SKYLINE SPECIAL EQUITIES
PorTFoLIO
Skyline Asset Management, L.P.

FRrRONTIER SMALL CAP GROWTH
Frontier Capital Management Company, LLC

SpEcIAL EQuiTy

Ranger Investment Management, L.P.
Lord, Abbett & Co. LLC

Smith Asset Management Group, L.P.
Federated MDTA LLC

SYSTEMATIC VALUE
SysTEMATIC MID CAP VALUE

Systematic Financial Management, L.P.

TiMESSQUARE Mip CAP GROWTH
TIMESSQUARE SMALL CAP GROWTH
TimesSquare Capital Management, LLC

This report is prepared for the Fund’s shareholders. It is authorized for distribution to prospective

investors only when preceded or accompanied by an effective prospectus. To receive a free copy of the

prospectus or Statement of Additional Information, which includes additional information about Fund
Trustees, please contact us by calling 800.835.3879. Distributed by Managers Distributors, Inc.,

member FINRA.

A description of the policies and procedures each Fund uses to vote its proxies is available: (1)
without charge, upon request, by calling 800.835.3879, or (ii) on the Securities and Exchange Com-

mission’s (SEC) Web site at www.sec.gov. For information regarding each Fund’s proxy voting record for

the 12-month period ended December 31, call 800.835.3879 or visit the SEC Web site at www.sec.gov.
The Fund files its complete schedule of portfolio holdings with the SEC for the first and third quar-

ters of each fiscal year on Form N-Q. The Fund’s Forms N-(Q) are available on the SEC’s website

at www.sec.gov. A Fund’s Forms N-Q may be reviewed and copied at the SEC’s Public Reference

Room in Washington, DC. Information on the operation of the Public Reference Room may be

obtained by calling 1-800-SEC-0330. To review a complete list of the Fund’s portfolio holdings,

or to view the most recent quarterly holdings report, semiannual report, or annual report, please visit

www.managersinvest.com.

www.managersinvest.com

AR003-1209

CricAco EQuiTy PARTNERS BALANCED
Chicago Equity Partners, LLC

ALTERNATIVE FUNDS

FQ GLOBAL ALTERNATIVES
FQ GroBAL ESSENTIALS
First Quadrant, L.P.

IncomE Funps

Bonp (MANAGERS)
Fixep INcoME
GLoBAL Bonp
Loomis, Sayles & Co., L.P.

Bonp (Manacers PIMCO)
Pacific Investment Management Co. LLC

CALIFORNIA INTERMEDIATE TAX-FREE
Miller Tabak Asset Management LLC

GW&K MunicieaL Bond
GW&K MunicipaL ENHANCED YIELD
Gannett Welsh & Kotler, LLC

HicH YiELD
J.P. Morgan Investment Management LLC

INTERMEDIATE DURATION GOVERNMENT
SHORT DURATION GOVERNMENT
Smith Breeden Associates, Inc.

MoNEY MARKET
JPMorgan Investment Advisors Inc.
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