Schwab Funds

SchwaB S&P 500 Index Portfolio SWP1Z

STATEMENDFADDITIONAIFORMATION
April28,2023

TheStatemenof Additionalnformatioi{SAl)s nota prospectudt should statementandthereportoftheindependentgisteregublicaccounting
reportforthefiscalyearendeddecembel1,2022 areincorporatetyreferencentothis SAI.

Forafreecopyofthesedocumentsrto requesbtherinformatiomr askquestionaboutthefund,call
Schwal& Co.|nc.at1-888-311-488@r contactSchwal-undsat 1-877-824-5613nadditionyoum
atwww.schwabassetmanagement.com/schwabfunds_profpediescopyofaprospectusSAlo

Thefundis aserief SchwalAnnuityPortfoliogthe Trust) Thefundis partof the Schwattomplexffi
Investmen¥lanagemenic. dbaSchwalAsseManagementi¥theinvestmeradviseto thefund(i

REG97163-05 00284305



TABLE OF CONTENTS

Page
INVESTMENT OBJECTIVE. . . . . . e e e 1
INVESTMENT STRATEGIES. . . . . e e e e 1
INVESTMENTS, SECURITIES AND RISKS . . . . . . 1
INVESTMENT LIMITATIONS AND RESTRICTIONS . . . . . . e 18
MANAGEMENT OF THE FUND. . . . . e e e e 21
CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES. . . . . ... ... ... .. ... 26
INVESTMENT ADVISORY AND OTHER SERVICES. . . . . . . .. 27
PORTFOLIO MANAGERS. . . . . . e 29
BROKERAGE ALLOCATION AND OTHER PRACTICES . . . . . . .. 31
PROXY VOTING . . . o e e e e 33
PORTFOLIO HOLDINGS DISCLOSURE . . . . . . e 33
DESCRIPTION OF THE TRUST. . . . . e e e e e e e 34
PURCHASE, REDEMPTION, DELIVERY OF SHAREHOLDER DOCUMENTS AND PRICING OF.SHARES5
TAXATION. . 36

APPENDIX — PROXY VOTING POLICY



INVESTMENT OBJECTIVE
TheSchwab S&P 500 Index Portfetieks to track the total return of the S& Gailex.

The fund’s investment objective may be changed only by vote of a majority of its outstanding voting shares. A majority of the outstand
shares of the fund means the affirmative vote of the lesser of: (a) 67% or more of the voting shares represented at the meeting, if more
50% of the outstanding voting shares of the fund are represented at the meeting or (b) more than 50% of the outstanding voting shares «
There is no guarantee that the fund will achieve its investment objective.

INVESTMENT STRATEGIES

Itis the Schwab S&P 500 Index Portfolio’s policy that under normal circumstances it will invest at least 80% of its net assets in securiti
included in the S&P 500 Index. The fund will notify its shareholders at least 60 days before changing this policy. For purposes of this p
assets” means net assets plus the amount of any borrowings for investment purposes.

The S&P 500 Index is a product of S&P Dow Jones Indices LLC (SPDJI), and has been licensed for use by Charles Schwab Investme
Management, Inc. Standard & PFo&&® and S&P 500are registered trademarks of Standard & Poor’s Financial Services LLC (S&P); D
Jone& is a registered trademark of Dow Jones Trademark Holdings LLC (Dow Jones); and these trademarks have been licensed for
SPDJI and sublicensed for certain purposes by Charles Schwab Investment Management.

The S&P 500 Index is generally, considered to be representative of the performance of the U.S. stock market. The index consists of

approximately 500 stocks chosen for market size, liquidity and industry group representation. It is a market value weighted index (stoc
times number of shares outstanding), with each stock’s weight in the index proportionate to its market value. The S&P 500 Index does
the 500 largest stocks, as measured by market capitalization. Although many of the stocks in the index are among the largest, it also il
some relatively small companies. Those companies, however, generally are established companies within their industry group. Stand
(S&P) identifies important industry groups within the U.S. economy and then allocates a representative sample of stocks within each ¢
the S&P 500 Index. There are four major industry sectors within the index: industrials, utilities, financials and transportation. The Schwze
Index Portfolio may purchase securities of companies with which it is affiliated to the extent these companies are represented in its inc

The Schwab S&P 500 Index Portfolio is not sponsored, endorsed, sold or promoted by S&P. S&P makes no representation or warran
or implied, to the shareholders of the Schwab S&P 500 Index Portfolio or any member of the public regarding the advisability of invest
securities generally or in the Schwab S&P 500 Index Portfolio particularly, or the ability of the S&P 500 Index to track general stock
market performance. S&P’s only relationship to the Schwab S&P 500 Index Portfolio is the licensing of certain trademarks and trade r
S&P and of the S&P 500 Index, which is determined, composed and calculated by S&P without regard to the Schwab S&P 500 Index P
has no obligation to take the needs of the Schwab S&P 500 Index Portfolio or its shareholders into consideration in determining, comg
or calculating the S&P 500 Index. S&P is not responsible for and has not participated in the determination of the prices and amount of
S&P 500 Index Portfolio shares or in the determination or calculation of the equation by which the Schwab S&P 500 Index Portfolio’s ¢
are to be converted into cash. S&P has no obligation or liability in connection with the administration, marketing or trading of the Schwa
Index Portfolio’s shares.

S&P does not guarantee the accuracy and/or the completeness of the S&P 500 Index or any data included therein, and S&P shall hav
liability for any errors, omissions or interruptions therein. S&P makes no warranty, express or implied, as to results to be obtained by tt
S&P 500 Index Portfolio, its shareholders or any other person or entity from the use of the S&P 500 Index or any data therein. S&P me
express or implied warranties and expressly disclaims all warranties of merchantability or fithess for a particular purpose or use with ri
the S&P 500 Index or any data included therein. Without limiting any of the foregoing, in no event shall S&P have any liability for any s
punitive, indirect or consequential damages (including lost profits), even if notified of the possibility of such damages.

INVESTMENTS, SECURITIES AND RISKS

The different types of investments that the fund typically may invest in, the investment techniques it may use and the risks normally as
with these investments are discussed below.

The following investment securities, strategies, risks and limitations supplement those set forth in the prospectus and may be change
shareholder approval unless otherwise noted. Also, policies and limitations that state a maximum percentage of assets that may be in
in a security or other asset, or that set forth a quality standard, shall be measured immediately after and as a result of the fund’s acquisiti
security or asset unless otherwise noted. Thus, any subsequent change in values, net assets or other circumstances does not require
fund to sell an investment if it could not then make the same investment.

From time to time the fund may hold certain securities not otherwise discussed in this SAl as a permissible investment for the fund. Fo
example, the fund may invest in certain types of securities to the extent its index does even if the types of securities have not been ide
part of the fund’s principal or non-principal investment strategy. To the extent an investment becomes part of the fund’s principal or nc
principal investment strategy, the fund will take the necessary steps to identify them as permissible investments. In addition, the fund m
(i.e., not actively invest) such securities as a result of a corporate action, such as securities dividends, spin-offs or rights issues. In suc
cases, the fund will not actively add to its position and generally will dispose of the securities as soon as reasonably practicable.
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Risk management strategies include investment techniques designed to facilitate the sale of portfolio securities, manage the average
of the portfolio or create or alter exposure to certain asset classes, such as equity, other debt or foreign securities.

In addition to the derivative instruments and strategies described in this SAI, the investment adviser expects to discover additional del
instruments and other investment, hedging or risk management techniques. The investment adviser may utilize these new derivative i
and techniques to the extent that they are consistent with the fund’s investment objective and permitted by the fund’s investment limit:
operating policies, and applicable regulatory authorities.

A fund’s derivatives instruments can create (i) leverage risk, which generally refers to the risk that derivatives transactions can magnif
gains and losses, (ii) market risk, which generally refers to the risk from potential adverse market movements in relation to a fund's

derivatives positions, or the risk that markets could experience a change in volatility that adversely impacts fund returns and a fund'’s c
and exposures, (iii) counterparty risk, which generally refers to the risk that a counterparty on a derivatives transaction may not be will
able to perform its obligations under the derivatives contract, and the related risks of having concentrated exposure to such a counter
liquidity risk, which generally refers to the risk involving the liquidity demands that derivatives transactions can create to make paymel
margin, collateral, or settlement payments to counterparties, (v) operational risk, which generally refers to the risk related fopaitential o
issues, including documentation issues, settlement issues, systems failures, inadequate controls, and human error and (vi) legal risk,
generally refers to insufficient documentation, insufficient capacity or authority of the counterparty, or legality or enforceabligrzfia contra
of these risks are described in more detail as they apply to specific derivatives instruments in the following sub-sections of this SAI.

Forward Foreign Currency Exchange Contracts involve the purchase or sale of foreign currency at an established exchange rate, but with
payment and delivery at a specified future time. Many foreign securities markets do not settle trades within a time frame that would be c
customary in the U.S. stock market. Therefore, the fund may engage in forward foreign currency exchange contracts in order to secur
exchange rates for fund securities purchased or sold, but awaiting settlement. These transactions do not seek to eliminate any fluctus
the underlying prices of the securities involved. Instead, the transactions simply establish a rate of exchange that can be expected wh
settles its securities transactions in the future. Forwards involve certain risks. For example, if the counterparties to the contracts are ul
to meet the terms of the contracts or if the value of the foreign currency changes unfavorably, the fund could sustain a loss.

Buying and selling foreign currency exchange contracts involves costs and may result in losses. The ability of the fund to engage in th
transactions may be limited by tax considerations. Although these techniques tend to minimize the risk of loss due to declines in the v:
the hedged currency, they tend to limit any potential gain that might result from an increase in the value of such currency. Transaction
contracts involve certain other risks. Unanticipated fluctuations in currency prices may result in a poorer overall performance for the ft
than if they had not engaged in any such transactions. Moreover, there may be imperfect correlation between the funds holdings of se



While the fund may purchase and sell futures contracts in order to simulate, among other things, full investment, there are risks assoc
these transactions. Adverse market movements could cause the fund to experience substantial losses when buying and selling future
contracts. Of course, barring significant market distortions, similar results would have been expected if the fund had instead transacte
underlying securities directly. There also is the risk of losing any margin payments held by a broker in the event of its bankruptcy.
Additionally, the fund incurs transaction costs (e.g., brokerage fees) when engaging in futures trading.

When interest rates are rising or securities prices are falling, the fund may seek, through the sale of futures contracts, to offset a declir
value of its current portfolio securities. When interest rates are falling or prices are rising, the fund, through the purchase of futures
contracts, may attempt to secure better rates or prices than might later be available in the market when it effects anticipated purchase

Futures contracts may require actual delivery or acquisition of an underlying security or cash value of an index on the expiration date ¢
contract. In most cases, however, the contractual obligation is fulfilled before the date of the contract by buying or selling, as the case
identical futures contracts. Such offsetting transactions terminate the original contracts and cancel the obligation to take or make deliv



The ability to terminate over-the-counter options is more limited than with exchange-traded options and may involve the risk that brok
dealers participating in such transactions will not fulfill their obligations.

Options trading involves additional risks because of the low margin deposits required and the extremely high degree of leverage that «
trading may involve. There may be imperfect correlation between the change in market value of the securities held by the fund and the
the options, possible lack of a liquid secondary market, and the resulting inability to close such positions prior to their maturity dates.

The fund may write or purchase an option only when the market value of that option, when aggregated with the market value of all oth
transactions made on behalf of the fund, does not exceed 5% of its net assets.

Derivatives Regulatory Matters. In October 2020, the SEC adopted a final rule related to the use of derivatives, reverse repurchase agreer
and certain other transactions by registered investment companies that rescinded and withdrew the guidance of the SEC and its staff
regarding asset segregation and cover transactions previously applicable to the fund’s use of such transactions. The rule requires the
trade derivatives and other transactions that create future payment or delivery obligations (except reverse repurchase agreements
financing transactions) subject to value-at-risk (VaR) leverage limits and derivatives risk management program and reporting requirel
Generally, these requirements apply unless the fund satisfies a “limited derivatives users” exception that is included in the rule. Under
when the fund trades reverse repurchase agreements or similar financing transactions, including certain tender option bonds, it need:
aggregate the amount of indebtedness associated with the reverse repurchase agreements or similar financing transactions with the
amount of any other senior securities representing indebtedness when calculating the fund’s asset coverage ratio or treat all such
transactions as derivatives transactions. Reverse repurchase agreements or similar financing transactions aggregated with other ind
do not need to be included in the calculation of whether the fund satisfies the limited derivatives users exception, but for funds subject
the VaR testing requirement, reverse repurchase agreements and similar financing transactions must be included for purposes of suc
whether treated as derivatives transactions or not. The SEC also provided guidance in connection with the rule regarding the use of
securities lending collateral that may limit the fund’s securities lending activities. In addition, under the rule, the fund is permitted to inv
security on a when-issued or forward-settling basis, or with a non-standard settlement cycle, and the transaction will be deemed not tc
involve a senior security (as defined under Section 18(g) of the 1940 Act), provided that, (i) the fund intends to physically settle the tral
and (i) the transaction will settle within 35 days of its trade date (the Delayed-Settlement Securities Provision). The fund may otherwi:
engage in when-issued, forward-settling and non-standard settlement cycle securities transactions that do not meet the conditions of the
Settlement Securities Provision so long as the fund treats any such transaction as a “derivatives transaction” for purposes of compliar
the rule. Furthermore, under the rule, the fund will be permitted to enter into an unfunded commitment agreement, and such unfunded co
agreement will not be subject to the asset coverage requirements under the 1940 Act, if the fund reasonably believes, at the time it en
into such agreement, that it will have sufficient cash and cash equivalents to meet its obligations with respect to all such agreements e
come due. These requirements may limit the ability of the fund to use derivatives, and reverse repurchase agreements and similar
financing transactions, when-issued, delayed delivery and forward commitment transactions, and unfunded commitment agreements
its investment strategies. These requirements may increase the cost of the fund’s investments and cost of doing business, which coul
adversely affect investors. The investment adviser cannot predict the effects of these regulations on the fund. The investment adviser
monitor developments and seeks to manage the fund in a manner consistent with achieving the fund’s investment objectives, but ther
be no assurance that it will be successful in doing so.




(including war) which could affect adversely the economies of such countries or investments in such countries. The economies of dev
countries generally are heavily dependent upon international trade and, accordingly, have been and may continue to be adversely affec
barriers, exchange or currency controls, managed adjustments in relative currency values and other protectionist measures imposed
negotiated by the countries with which they trade.

In addition to the risks of investing in emerging market country debt securities, the fund’s investment in government or government-re
securities of emerging market countries and restructured debt instruments in emerging markets are subject to special risks, ingluding tf
or unwillingness to repay principal and interest, requests to reschedule or restructure outstanding debt, and requests to extend additic
loan amounts. The fund may have limited recourse in the event of default on such debt instruments.

Investing in China involves certain additional risks and considerations not typically associated with investing in other more established

economies or securities markets. China based companies that incorporate in the People’s Republic of China (PRC) can issue differer
shares depending on where they are listed and which investors are allowed to own them. These are referred to as Class A Shares, Cl
shares, and Class H shares, which are all renminbi-denominated shares that trade in different currencies depending on what stock ex
they are listed on. Class H Shares trade on the Hong Kong Stock Exchange, are quoted and traded in Hong Kong dollars, and have n
on who can trade them. Class B Shares trade on either the Shanghai or Shenzhen stock exchanges and can only be traded by non-re
of the PRC or residents with appropriate foreign currency dealing accounts. They trade in U.S. dollars on the Shanghai exchange and i
dollars on the Shenzhen exchange. Class A Shares trade on either the Shanghai or Shenzhen exchanges and are quoted in renminbi
Shares may only be traded by residents of the PRC, or under the Qualified Foreign Institutional Investor (QFII) rules, or through the St
programs (Shanghai-Hong Kong or Shenzhen-Hong Kong). Finally, China based companies that are controlled by PRC residents or |
entities and have a majority of their revenue or assets in the PRC may incorporate outside the PRC and trade on an exchange outside
the currency of the exchange. These are referred to as “Red Chip” (Hong Kong), “P Chip” (Hong Kong), “S Chip” (Singapore), or “N S
(United States). The multiplicity of share classes and various restrictions on ownership, in addition to the ability of Chinese regulatory :
and Chinese issuers to suspend trading and their willingness to exercise this option in response to market volatility and other events, «
significantly impact liquidity and volatility of the Chinese market and the markets for Chinese securities. In addition, to the extent that ¢
invests in China A Shares, there may be legal restrictions imposed by the PRC on the repatriation of assets or proceeds from the sale
Shares. Further, there are quotas on the amount China A Shares available either to QFlls or through the Stock Connect programs. Th
guotas are applicable to the entire market, not to a specific fund, but they impact the ability of a fund to implement its investment strate

Equity Securitie®present ownership interests in a company, and are commonly called “stocks.” Equity securities historically have outpe
most other securities, although their prices can fluctuate based on changes in a company'’s financial condition, market conditions and
political, economic or even company-specific news. When a stock’s price declines, its market value is lowered even though the intrins
the company may not have changed. Sometimes factors, such as economic conditions or political events, affect the value of stocks of
companies of the same or similar industry or group of industries, and may affect the entire stock market.

Types of equity securities include common stocks, preferred stocks, convertible securities, rights and warrants, depositary receipts, A
EDRs, interests in real estate investment trusts and business development companies. For more information on real estate investmel
(REITs), see the section titled “Real Estate Investment Trusts”, for more information on depositary receipts, see the section titled “Depo
Receipts,” and for more information on business development companies, see the section titled “Business Development Companies”

Common Stocks, which are probably the most recognized type of equity security, represent an equity or ownership interest in an issuer ¢
usually entitle the owner to voting rights in the election of the corporation’s directors and any other matters submitted to the corporation’
shareholders for voting, as well as to receive dividends on such stock. The market value of common stock can fluctuate widely, as it re
increases and decreases in an issuer’s earnings. In the event an issuer is liquidated or declares bankruptcy, the claims of bond owners
holders and owners of preferred stock take precedence over the claims of common stock owners. Common stocks are typically categ
by their market capitalization as large-, mid- or small-cap.

Small-Cap Stocks include common stocks issued by operating companies with market capitalizations that place them at the lower end o
stock market, as well as the stocks of companies that are determined to be small based on several factors, including the capitalizatior
the company and the amount of revenues. Historically, small-cap company stocks have been riskier than stocks issued by large- or m
companies for a variety of reasons. Small-cap companies may have less certain growth prospects and are typically less diversified an
to withstand changing economic conditions than larger capitalized companies. Small-cap companies also may have more limited pro
lines, markets or financial resources than companies with larger capitalizations, and may be more dependent on a relatively small ma
group. In addition, small-cap companies may not be well known to the investing public, may not have institutional ownership and may
only cyclical, static or moderate growth prospects. Most small-cap company stocks pay low or no dividends.

These factors and others may cause sharp changes in the value of a small-cap company’s stock, and even cause some small-cap col
fail. Additionally, small-cap stocks may not be as broadly traded as large- or mid-cap stocks and the fund’s position in securities of suc
companies may be substantial in relation to the market for such securities. Accordingly, it may be difficult for the fund to dispose of se
of these small-cap companies at prevailing market prices in order to meet redemptions. This lower degree of liquidity can adversely a
the value of these securities. For these reasons and others, the value of the fund’s investments in small-cap stocks is expected to be m



than other types of investments, including other types of stock investments. While small-cap stocks are generally considered to offer ¢
growth opportunities for investors, they involve greater risks and the share price of the fund that invests in small-cap stocks may chan
during the short term and long term.

Preferred Stocks represent an equity or ownership interest in an issuer but do not ordinarily carry voting rights, though they may carry lir
voting rights. Preferred stocks normally have preference over the corporation’s assets and earnings, however. For example, preferrec
stocks have preference over common stock in the payment of dividends. Preferred stocks normally pay dividends at a specified rate. |
preferred stock may be purchased where the issuer has omitted, or is in danger of omitting, payment of its dividend. Such investment:
would be made primarily for their capital appreciation potential. In the event an issuer is liquidated or declares bankruptcy, the claims |
owners take precedence over the claims of preferred and common stock owners. Certain classes of preferred stock are convertible in
shares of common stock of the issuer. By holding convertible preferred stock, the fund can receive a steady stream of dividends and <
the option to convert the preferred stock to common stock. Preferred stock is subject to many of the same risks as common stock and
debt securities.

Convertible Securities are typically preferred stocks or bonds that are exchangeable for a specific number of another form of security (us
the issuer's common stock) at a specified price or ratio. A convertible security generally entitles the holder to receive interest paid or a
bonds or the dividend paid on preferred stock until the convertible security matures or is redeemed, converted or exchanged. A corpol
may issue a convertible security that is subject to redemption after a specified date, and usually under certain circumstances. A holde
of a convertible security that is called for redemption would be required to tender it for redemption to the issuer, convert it to the underl
common stock or sell it to a third party. The convertible structure allows the holder of the convertible bond to participate in share price mc
in the company’s common stock. The actual return on a convertible bond may exceed its stated yield if the company’s common stock
appreciates in value and the option to convert to common stocks becomes more valuable.

Convertible securities typically pay a lower interest rate than nonconvertible bonds of the same quality and maturity because of the co
feature. Convertible securities are also rated below investment grade (high yield) or are not rated, and are subject to credit risk.

Prior to conversion, convertible securities have characteristics and risks similar to nonconvertible debt and equity securities. In additic
convertible securities are often concentrated in economic sectors, which, like the stock market in general, may experience unpredictak
in value, as well as periods of poor performance, which may last for several years. There may be a small trading market for a particula
convertible security at any given time, which may adversely impact market price and the fund’s ability to liquidate a particular security c
to an economic event, including deterioration of an issuer’s creditworthiness.

Convertible preferred stocks are nonvoting equity securities that pay a fixed dividend. These securities have a conversion feature sim
convertible bonds, but do not have a maturity date. Due to their fixed-income features, convertible securities provide higher income pot
the issuer's common stock, but typically are more sensitive to interest rate changes than the underlying common stock. In the event o
company’s liquidation, bondholders have claims on company assets senior to those of shareholders; preferred shareholders have cla
to those of common shareholders.

Convertible securities typically trade at prices above their conversion value, which is the current market value of the common stock re
upon conversion, because of their higher yield potential than the underlying common stock. The difference between the conversion va
price of a convertible security will vary depending on the value of the underlying common stock and interest rates. When the underlyin
of the common stocks declines, the price of the issuer’s convertible securities will tend not to fall as much because the convertibde securit
potential will act as a price support. While the value of a convertible security also tends to rise when the underlying common stock valt
rises, it will not rise as much because its conversion value is more narrow. The value of convertible securities also is affected by change:
rates. For example, when interest rates fall, the value of convertible securities may rise because of their fixed-income component.

Rights and Warrants are types of securities that entitle the holder to purchase a proportionate amount of common stock at a specified pr
a specific period of time. Rights allow a shareholder to buy more shares directly from the company, usually at a price somewhat lower
the current market price of the outstanding shares. Warrants are usually issued with bonds and preferred stock. Rights and warrants ¢
on the market separately from the company’s stock. The prices of rights and warrants do not necessarily move parallel to the prices of
underlying common stock. Rights usually expire within a few weeks of issuance, while warrants may not expire for several years. If arigh
is not exercised within the specified time period, it will become worthless and the fund will lose the purchase price it paid for the right o
warrant and the right to purchase the underlying security.

Initial Public Offering (IPO). The fund may purchase shares issued as part of, or a short period after, a company’s initial public offering (If
and may at times dispose of those shares shortly after their acquisition. The purchase of shares issued in IPOs exposes the fund to th
risks associated with companies that have little operating history as public companies, as well as to the risks inherent in those sectors
market where these new issuers operate. The market for IPO issuers has been volatile, and share prices of newly-public companies ha\
significantly over short periods of time.

Master Limited Partnerships



pictures, research and development and other projects. MLPs generally have two classes of owners, the general partner and limited
The general partner is typically owned by a major energy company, an investment fund, the direct management of the MLP oris an enti
one or more of such parties. The general partner may be structured as a private or publicly traded corporation or other entity. The gen
partner typically controls the operations and management of the MLP through an up to 2% equity interest in the MLP plus, in many cases
of common units and subordinated units. Limited partners own the remainder of the partnership, through ownership of common units,
have a limited role, if any, in the partnership’s operations and management.

MLPs are typically structured such that common units and general partner interests have first priority to receive quarterly cash distribt
to an established minimum amount (minimum quarterly distributions). Common and general partner interests also accrue arrearages
distributions to the extent the minimum quarterly distribution is not paid. Once common and general partner interests have been

paid, subordinated units receive distributions of up to the minimum quarterly distribution; however, subordinated units do not accrue
arrearages. Distributable cash in excess of the minimum quarterly distribution paid to both common and subordinated units is distribu
both common and subordinated units generally on a pro rata basis. The general partneris also eligible to receive incentive distrébutions if
partner operates the business in a manner which results in distributions paid per common unit surpassing specified target levels. As tl
general partner increases cash distributions to the limited partners, the general partner receives an increasingly higher percentage of
the incremental cash distributions. A common arrangement provides that the general partner can reach a tier where it receives 50% o
incremental dollar paid to common and subordinated unit holders. These incentive distributions are intended to encourage the general
streamline costs, increase capital expenditures and acquire assets in order to increase the partnership’s cash flow and raise the quar
cash distribution in order to reach higher tiers. Such results are intended to benefit all security holders of the MLP, however, such
incentive distribution payments give rise to potential conflicts of interest between the common unit holders and the general partner.

MLP common units represent a limited partnership interest in the MLP. Common units are listed and traded on U.S. securities exchanc
the-counter, with their value fluctuating predominantly based on prevailing market conditions and the success of the MLP. The fund nr
purchase common units in market transactions as well as directly from the MLP or other parties in private placements. Unlike owners ¢
stock of a corporation, owners of common units have limited voting rights and have no ability to annually elect directors. MLPs genera
distribute all available cash flow (cash flow from operations less maintenance capital expenditures) in the form of quarterly distributions.
Common units along with general partner units have first priority to receive quarterly cash distributions up to the minimum quarterly dic
and have arrearage rights. In the event of liquidation, common units have preference over subordinated units, but not debt or preferre
to the remaining assets of the MLP.

MLP subordinated units are typically issued by MLPs to their original sponsors, such as their founders, corporate general partners of |
entities that sell assets to the MLP, and investors. Subordinated units may be purchased directly from these persons as well as newly
issued subordinated units from MLPs themselves. Subordinated units have similar voting rights as common units and are generally n
traded. Once the minimum quarterly distribution on the common units, including any arrearages, has been paid, subordinated units re
cash distributions up to the minimum quarterly distribution prior to any incentive payments to the MLP’s general partner. Unlike comm
subordinated units do not have arrearage rights. In the event of liquidation, common units and general partner interests have priority ¢
subordinated units. Subordinated units are typically converted into common units on a one-to-one basis after certain time periods
and/or performance targets have been satisfied. The purchase or sale price of subordinated units is generally tied to the common unit
a discount. The size of the discount varies depending on the likelihood of conversion, the length of time remaining to conversion, the <
the block purchased relative to trading volumes, and other factors, including smaller capitalization partnerships or companieg potenti
limited product lines, markets or financial resources, lacking management depth or experience, and being more vulnerable to adverse
general market or economic development than larger more established companies.

General partner interests of MLPs are typically retained by an MLP’s original sponsors, such as its founders, corporate partners, entiti
assets to the MLP and investors. A holder of general partner interests can be liable under certain circumstances for amounts greater t
amount of the holder’s investment in the general partner interest. General partner interests often confer direct board participation rigt
many cases, operating control, over the MLP. These interests themselves are not publicly traded, although they may be owned by pul
traded entities. General partner interests receive cash distributions, typically 2% of the MLP’s aggregate cash distributionspathch are c
defined in the partnership agreement. In addition, holders of general partner interests typically hold incentive distribution rights, which
provide them with a larger share of the aggregate MLP cash distributions as the distributions to limited partner unit holders are increas
prescribed levels. General partner interests generally cannot be converted into common units. The general partner interest can be rec
the MLP if the MLP unitholders choose to remove the general partner, typically with a supermajority vote by limited partner unitholder:

Additional risks involved with investing in an MLP are risks associated with the specific industry or industries in which the partnership i
such as the risks of investing in real estate, or oil and gas industries.

Certain MLPs are dependent on their parent companies or sponsors for a majority of their revenues. Any failure by an MLP’s parents
to satisfy their payments or obligations would impact the MLP’s revenues and cash flows and ability to make distributions.

Real Estate Investment Trusts (REITS) are pooled investment vehicles, which invest primarily in income producing real estate or real estat
related loans or interests and, in some cases, manage real estate. REITs are sometimes referred to as equity REITs, mortgage REITs 0
An equity REIT invests primarily in properties and generates income from rental and lease properties and, in some cases, from the




management of real estate. Equity REITs also offer the potential for growth as a result of property appreciation and from the sale of ar
property. Mortgage REITs invest primarily in real estate mortgages, which may secure construction, development or long-term loans,
derive income for the collection of interest payments. Hybrid REITs may combine the features of equity REITs and mortgage REITs. F
generally organized as corporations or business trusts, but are not taxed as a corporation if they meet certain requirements of Subche
the Internal Revenue Code of 1986, as amended (Internal Revenue Code). To qualify, a REIT must, among other things, invest subst
all of its assets in interests in real estate (including other REITS), cash and government securities, distribute at least 90% of its taxable
to its shareholders and receive at least 75% of that income from rents, mortgages and sales of property.

Like any investment in real estate, a REIT’s performance depends on many factors, such as its ability to find tenants for its properties,
leases, and to finance property purchases and renovations. In general, REITs may be affected by changes in underlying real estate v:
which may have an exaggerated effect to the extent a REIT concentrates its investment in certain regions or property types. For exarn
income could decline because of extended vacancies, increased competition from nearby properties, tenants’ failure to pay rent, or
incompetent management. Property values could decrease because of overbuilding, environmental liabilities, uninsured damages ca
natural disasters, a general decline in the neighborhood, losses due to casualty or condemnation, increases in property taxes, or chanc
laws. Ultimately, a REIT’s performance depends on the types of properties it owns and how well the REIT manages its properties. Adc
declines in the market value of a REIT may reflect not only depressed real estate prices, but may also reflect the degree of leverage uti
REIT.

In general, during periods of rising interest rates, REITs may lose some of their appeal for investors who may be able to obtain higher
other income-producing investments, such as long-term bonds. Higher interest rates also mean that financing for property purchases
improvements is more costly and difficult to obtain. During periods of declining interest rates, certain mortgage REITs may hold mortg
mortgagors elect to prepay, which can reduce the yield on securities issued by mortgage REITs. Mortgage REITs may be affected by
ability of borrowers to repay debts to the REIT when due and equity REITs may be affected by the ability of tenants to pay rent.

Like small-cap stocks in general, certain REITs have relatively small market capitalizations and their securities can be more volatile th
at times will perform differently from — large-cap stocks. In addition, because small-cap stocks are typically less liquid than large-cap
stocks, REIT stocks may sometimes experience greater share-price fluctuations than the stocks of larger companies. Further, REITs a
upon specialized management skills, have limited diversification, and are therefore subject to risks inherent in operating and financing
limited number of projects. By investing in REITs indirectly through the fund, a shareholder will bear indirectly a proportionate share of
expenses in addition to their proportionate share of the fund’s expenses. Finally, REITs could possibly fail to qualify for tax-free pass-t
of income under the Internal Revenue Code or to maintain their exemptions from registration under the 1940 Act and CFTC regulatior

Business Development Companies (BDCs) are closed-end investment companies that have elected to be BDCs under the 1940 Act and ar
taxed as regulated investment companies (RICs) under the Internal Revenue Code. BDCs operate as venture capital companies and t
in, lend capital to, and provide significant managerial assistance to developing private companies or thinly-traded public companies.
the 1940 Act, BDCs are required to invest at least 70% of their total assets primarily in securities of privately-held U.S. companies or tl
traded U.S. public companies, cash, cash equivalents, U.S. government securities and high-quality debt investments that mature in o
less. In addition, a BDC may only incur indebtedness in amounts such that the BDC’s coverage ratio of total assets to total senior sect
equals 150% or 200%, as applicable.

BDCs generally invest in debt securities that are not rated by a credit rating agency and are considered below investment grade qualit
bonds). Little public information generally exists for the type of companies in which a BDC may invest and, therefore, there is a risk tha
may not be able to make a fully informed evaluation of the BDC and its portfolio of investments. In addition, investments made by BDC
typically illiquid and are difficult to value for purposes of determining a BDC'’s net asset value (for more information on BDCs, see the se
“Securities of Other Investment Companies”).

Exchange-Traded Funds



High-Yield Securitieslso called lower quality bonds (junk bonds), are frequently issued by companies without long track records of sale
earnings, or by those of questionable credit strength, and are more speculative and volatile (though typically higher yielding) than
investment grade bonds. Adverse economic developments could disrupt the market for high-yield securities, and severely affect the &
issuers, especially highly-leveraged issuers, to service their debt obligations or to repay their obligations upon maturity.

Also, the secondary market for high-yield securities at times may not be as liquid as the secondary market for higher-quality debt sect
aresult, the investment adviser could find it difficult to sell these securities or experience difficulty in valuing certain highayield securitie
certain times. Prices realized upon the sale of such lower rated securities, under these circumstances, may be less than the prices at
fund purchased them.

Thus, high-yield securities are more likely to react to developments affecting interest rates and market and credit risk than are more hi
rated securities, which primarily react to movements in the general level of interest rates. When economic conditions appear to be det






The risk of investing in Europe may be heightened due to steps taken by the United Kingdom (UK) to exit the European Union (EU). O
31, 2020, the UK officially withdrew from the EU. On December 30, 2020, the EU and UK signed the EU-UK Trade and Cooperation
Agreement (TCA) which governs certain aspects of the EU’s and the UK’s relationship, many of which are still to be determined, inclul
related to financial services. Notwithstanding the TCA, significant uncertainty remains in the market regarding the ramifications of the
withdrawal from the EU. The impact on the UK and European economies and the broader global economy could be significant, resulting
volatility and illiquidity, and companies that conduct a significant amount of business in the UK or Europe may experience lower reven
and/or profit growth, all of which may adversely affect the value of the fund’s investments. Brexit also may cause additional member s
contemplate departing the EU, which would likely perpetuate political and economic instability in the region and cause additional market
in global financial markets.

Foreign Institutionmvolve additional risks. The fund may invest in U.S. dollar-denominated securities issued by foreign institutions or
securities that are subject to credit or liquidity enhancements provided by foreign institutions. Foreign institutions may not bersubject t
accounting, auditing and financial reporting standards, practices and requirements that are comparable to those applicable to U.S.
corporations. In addition, there may be less publicly available information about foreign entities. Foreign economic, political and legal
developments could have effects on the value of securities issued or supported by foreign institutions. For example, conditions within
around foreign countries, such as the possibility of expropriation or confiscatory taxation, political or social instability, diplentatic devel
change of government or war could affect the value of these securities. In addition, there may be difficulties in obtaining or enforcing
judgments against foreign institutions that issue or support securities in which the fund may invest. These factors and others may incr
risks with respect to the liquidity of the fund, and its ability to meet a large number of shareholder redemption requests.

Hybrid Instrumentre a type of potentially high-risk derivative that combines a traditional stock, bond, or commodity with an option or
forward contract. Generally, the principal amount, amount payable upon maturity or redemption, or interest rate of a hybrid is tied (pos
negatively) to the price of some commodity, currency or securities index or another interest rate or some other economic factor (each
benchmark). The interest rate or (unlike most fixed-income securities) the principal amount payable at maturity of a hybrid security me
increased or decreased, depending on changes in the value of the benchmark. An example of a hybrid could be a bond issued by an
that pays a small base level of interest with additional interest that accrues in correlation to the extent to which oil prices exceed a cert
predetermined level. Such a hybrid instrument would be a combination of a bond and a call option on oil.

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






economic recession, increase the costs of banking services or result in the issuers being unable to obtain or refinance indebtedness ¢
as favorable terms as could otherwise have been obtained. Conditions in the banking sector are evolving, and the scope of any poten
impacts to the fund and issuers, both from market conditions and also potential legislative or regulatory responses, are uncertain. Cor
market volatility and uncertainty and/or a downturn in market and economic and financial conditions, as a result of developments in th
industry or otherwise (including as a result of delayed access to cash or credit facilities), could have an adverse impact on the fund an
issuers in which it invests.

The foregoing could lead to a significant economic downturn or recession, increased market volatility, market closures, changes in int
rates, higher default rates and adverse effects on the values and liquidity of securities or other assets. Such impacts, which may vary a
classes, may adversely affect the performance of the fund. In certain cases, an exchange or market may close or issue trading halts o
specific securities or even the entire market, which may result in the fund being, among other things, unable to buy or sell certain secu
financial instruments or to accurately price its investments.

To satisfy any shareholder redemption requests during periods of extreme volatility, it is more likely the fund may be required to dispo
portfolio investments at inopportune times or prices.

Money Market Securitiage high-quality, short-term debt securities that may be issued by entities such as the U.S. government, corpor:
and financial institutions (like banks). Money market securities include commercial paper, certificates of deposit, banker’'s acceptance
notes and time deposits. Certificates of deposit and time deposits are issued against funds deposited in a banking institution for a spe
period of time at a specified interest rate. Banker’s acceptances are credit instruments evidencing a bank’s obligation to pay a draft dr
by a customer. These instruments reflect the obligation both of the bank and of the drawer to pay the full amount of the instrument upc
maturity. Commercial paper consists of short-term, unsecured promissory notes issued to finance short-term credit needs.

Money market securities pay fixed-, variable- or floating-rates of interest and are generally subject to credit and interest rateyisks. The
date or price of and financial assets collateralizing a security may be structured in order to make it qualify as or act like a money marke
security. These securities may be subject to greater credit and interest rate risks than other money market securities because of their
Money market securities may be issued with puts or sold separately; these puts, which are sometimes called demand features or
guarantees, are agreements that allow the buyer to sell a security at a specified price and time to the seller or “put provider.” When the
buys a put, losses could occur as a result of the costs of the put or if it exercises its rights under the put and the put provider does not pe
agreed. Standby commitments are types of puts.

The fund may keep a portion of its assets in cash for business operations. The fund may invest in money market securities to reduce t
this otherwise uninvested cash would have on its performance. The fund may also invest in money market securities to the extent it is
consistent with its investment objective.
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securing the repurchase agreement. The fund also may incur disposition costs in liquidating the collateral. In the event of a bankruptc
default of a repurchase agreement’s seller, the fund might incur expenses in enforcing its rights, and could experience losses, includir
decline in the value of the underlying securities and loss of income. Certain repurchase agreements the fund may enter into may or m
subject to an automatic stay in bankruptcy proceedings. The fund will make payment under a repurchase agreement only upon physic
delivery or evidence of book entry transfer of the collateral to the account of its custodian bank.

Non-Publicly Traded Securities and Private Placermbatiind may invest in securities that are neither listed on a stock exchange nor






increase without limit, thus increasing the cost of buying those securities to cover the short position. If the fund sells securities short “a
the box”, itmay protect unrealized gains, but will lose the opportunity to profit on such securities if the price rises. The succesdfatuse of st
as a hedging strategy may be adversely affected by imperfect correlation between movements in the price of the security sold short al
securities being hedged.

The fund’s obligation to replace the securities borrowed in connection with a short sale will be secured by collateral deposited with the
that consists of cash or other liquid securities.

U.S. Government Securities issued by the U.S. Treasury or issued or guaranteed by the U.S. government or any of its agencies or
instrumentalities. Not all U.S. government securities are backed by the full faith and credit of the U.S. government. Some U.S. govern
securities, such as those issued by the Federal National Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage Corpor
Mac), the Student Loan Marketing Association (Sallie Mae) and the Federal Home Loan Banks (FHLB), are supported by a line of cre!
issuing entity has with the U.S. Treasury. Securities issued by other issuers are supported solely by the credit of the issuing agency or
instrumentality such as obligations issued by the Federal Farm Credit Banks Funding Corporation (FFCB). There can be no assuranc
U.S. government will provide financial supportto U.S. government securities of its agencies and instrumentalities if it is not obleyated to d
law. U.S. government securities, including U.S. Treasury securities, are among the safest securities; however, not unlike other debt s
they are still sensitive to interest rate changes, which will cause their yields and prices to fluctuate.

In September 2008, the Federal Housing Finance Agency (FHFA) placed Fannie Mae and Freddie Mac into conservatorship. As the c
FHFA succeeded to all rights, titles, powers and privileges of Fannie Mae and Freddie Mac and of any stockholder, officer or director ¢
Fannie Mae and Freddie Mac with respect to Fannie Mae and Freddie Mac and the assets of Fannie Mae and Freddie Mac. In connec
the conservatorship, the U.S. Treasury entered into a Senior Preferred Stock Purchase Agreement (SPA) with each of Fannie Mae anc
pursuant to which the U.S. Treasury agreed to purchase up to 1,000,000 shares of senior preferred stock with an aggregate initial liqu
preference of $1 billion and obtained warrants and options for the purchase of common stock of each of Fannie Mae and Freddie Mac
SPAs as currently amended, the U.S. Treasury has pledged to provide financial support to a government-sponsored enterprise (GSE
quarter in which the GSE has a net worth deficit as defined in the respective SPA. Under the current arrangement, the GSEs have a
amount of funding available to them which will be reduced by any future draws. There is arisk that if a GSE experiences a loss in any fis
that results in the GSE having a negative net worth that is greater than the amount available under the U.S. Treasury’s funding comm
that the FHFA could place the GSE in receivership. In addition, each GSE may only retain a certain amount of its profits at the end of €
quarter and the U.S. Treasury’s liquidation preference will increase in an amount equal to any increase in a GSE’s net worth up to a ce






Policies and investment limitations that state a maximum percentage of assets that may be invested in a security or other asset, or the
forth a quality standard shall be measured immediately after and as a result of the fund’s acquisition of such security or asset, unless «



MANAGEMENT OF THE FUND

The fund is overseen by a Board of Trustees. The trustees are responsible for protecting shareholder interests. The trustees regularly



Number of Portfolios
in Fund Complex

Name, Year of Birth, and Position(s) with the Trust Principal Occupations Overseen by the  Other Directorships During
(Term of Office and Length of Time Sétved During the Past Five Years Trustee the Past Five Years

Kimberly S. Patmore

1956

Trustee

(Trustee of The Charles Schwab Family of Funds,
Schwab Investments, Schwab Capital Trust,
Schwab Annuity Portfolios, Schwab Strategic Trust
and Laudus Trust since 2016)




Name, Year of Birth, and Position(s) with the Trust

(Term of Office and Length of Time Sétyed Principal Occupations During the Past Five Years
Mark Fischer Chief Operating Officer (Dec. 2020-present) and Treasurer and Chief Finan
1970
Chief Operating Officer

(Officer of The Charles Schwab Family of Funds, Schwab Investments, Schwab
Capital Trust, Schwab Annuity Portfolios, Schwab Strategic Trust and Laudus
Trust since 2013)




Board Oversight of Risk Management

Like most investment companies, fund management and its other service providers have responsibility for day-to-day risk manageme
fund. The Board’s duties, as part of its risk oversight of the Trust, consist of monitoring risks identified during regular and special repor
the Committees of the Board, as well as regular and special reports to the full Board. In addition to monitoring such risks, the Committ
the Board oversee efforts of fund management and service providers to manage risks to which the funds of the Trust may be exposed
example, the Investment Oversight Committee meets with portfolio managers and receives regular reports regarding investment risk
risk of the fund’s portfolio. The Audit, Compliance and Valuation Committee meets with the fund’s Chief Compliance Officer and Chief
Financial Officer and receives regular reports regarding compliance risks, operational risks and risks related to the valuation and liqui



Trustee Committees

The Board has established certain committees and adopted Committee charters with respect to those committees, each as describec

The Audit, Compliance and Valuation Committee reviews the integrity of the Trust’s financial reporting processes and compliar
policies, procedures and processes, and the Trust’s overall system of internal controls. The Audit, Compliance and Valuation C
also reviews and evaluates the qualifications, independence and performance of the Trust’s independent auditors, and the
implementation and operation of the Trust’s valuation policy and procedures. This Committee is comprised of at least three ind¢
trustees and currently has the following members: Kimberly S. Patmore (Chair), Michael J. Beer and J. Derek Penn. The Comn
met four times during the most recent fiscal year.

The Governance Committee reviews and makes recommendations to the Board regarding Trust governance-related matters, i
but not limited to Board compensation practices, retirement policies and term limits, Board self-evaluations, the effectiveness a



Securities Beneficially Owned by Each Trustee

The following table provides each trustee’s equity ownership of the fund and ownership of all registered investment companies overse
each trustee in the Family of Investment Companies as of December 31, 2022.

Aggregate Dollar Range of
Trustee Ownership in the Family
Name of Trustee Dollar Range of Trustee Ownership of the Fund Included in the SAl  of Investment Companies




Fund Name and Address Percent owned

Schwab S&P 500 Index Portfolio Nationwide Life Insurance Co NWPPVUL4 39.19%
C/O IPO Portfolio Accounting
PO BOX 182029
Columbus, OH 43218-2029

Nationwide Life Insurance Co NWPP 16.32%
C/O IPO Portfolio Accounting

NYL Insurance and Annuity Corp 14.99%
COLI PPVUL C/O NYLIAC

51 Madison Ave

New York, NY 10010

Great-West Life & Annuity VA-1 7.33%
Signature

8515 E Orchard Rd

Greenwood Village, CO 80111-5002

Great-West Life & Annuity 5.52%

FBO Schwab Annuities One Source Choice

Persons who beneficially own more than 25% of the fund may be deemed to control the fund. As a result, it may not be possible for me
subject to a vote of a majority of the outstanding voting securities of the fund to be approved without the affirmative vote of such shareh
it may be possible for such matters to be approved by such shareholder without the affirmative vote of any other shareholder.

INVESTMENT ADVISORY AND OTHER SERVICES

Investment Adviser

Charles Schwab Investment Management, Inc., dba Schwab Asset Management, a wholly owned subsidiary of CSC, 211 Main Stree
Francisco, CA 94105, serves as the fund’s investment adviser and administrator pursuant to an Amended and Restated Investment A
Administration Agreement (Advisory Agreement) between it and the Trust. Schwab is an affiliate of Schwab Asset Management and i
Trust’s distributor. Charles R. Schwab is the founder, Chairman and Director of CSC. As a result of his ownership of and interests in C
Schwab may be deemed to be a controlling person of Schwab Asset Management and Schwab.

Advisory Agreement

The continuation of the fund’s Advisory Agreement must be specifically approved at least annually (1) by the vote of the Trustees or b
the shareholders of the fund, and (2) by the vote of a majority of the Trustees who are not parties to the investment advisory agreemei
“interested persons” of any party (the Independent Trustees), cast in person, except to the extent permitted under the 1940 Act, the
rules or regulations thereunder or any exemption therefrom, at a meeting called for the purpose of voting on such approval.

Each year, the Board of Trustees calls and holds a meeting to decide whether to renew the Advisory Agreement between the Trust an
Asset Management with respect to existing funds in the Trust. In preparation for the meeting, the Board requests and reviews a wide \
of materials provided by Schwab Asset Management, as well as extensive data provided by third parties, and the Independent Truste
advice from counsel to the Independent Trustees.

Pursuant to an Amended and Restated Investment Advisory Agreement between Schwab Asset Management and the fund, Schwab
Management pays the operating expenses of the fund, excluding acquired fund fees and expenses, taxes, any brokerage expenses, anc
or non-routine expenses.

Schwab Asset Management is entitled to receive a fee from the fund, payable monthly, for its advisory and administrative services to
Under the Amended and Restated Investment Advisory Agreement, as compensation for these services, Schwab Asset Managemen
receives a management fee of 0.03% from the fund expressed as a percentage of the fund’s average daily net assets.

The following table shows the net advisory fees paid by the fund for the past three fiscal years.

Fund 2022 2021 2020
Schwab S&P 500 Index Portfolio $446,552 $353,930 $223,290

Distributor

Pursuant to a Distribution Agreement between Schwab and the Trust, Schwab, located at 211 Main Street, San Francisco, CA 94105
principal underwriter for shares of the fund and is the Trust’s agent for the purpose of the continuous offering of the fund’s shares. The
for prospectuses and shareholder reports to be prepared and delivered to existing shareholders. Schwab pays such costs when the d
materials are used in connection with the offering of shares to prospective investors and for supplemental sales literature and advertisin
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receives no fee under the Distribution Agreement; however, as described below in “Payments to Financial Intermediaries,” Schwab A
Management compensates Schwab, in its capacity as a financial intermediary and not in its capacity as distributor and principal unde!
the fund, for providing certain additional services that may be deemed to be distribution-related.

Payments to Financial Intermediaries

Schwab Asset Management and its affiliates make payments to certain broker-dealers, banks, trust companies, insurance companie:
retirement plan service providers, consultants and other financial intermediaries (Intermediaries) for services and expensesiorturred in
with certain activities or services which may educate financial advisors or facilitate, directly or indirectly, investment in the fund and ot
investment companies advised by Schwab Asset Management, including the Schwab ETFs. These payments are made by Schwab £
Management or its affiliates at their own expense, and not from the assets of the fund. Although a portion of Schwab Asset Managemt
its affiliates’ revenue comes directly or indirectly in part from fees paid by the fund, these payments do not increase the expenses paid
investors for the purchase of fund shares, or the cost of owning the fund.

These payments may relate to educational efforts regarding the fund, or for other activities, such as marketing and/or fund promotion

and presentations, educational training programs, conferences, data analytics and support, or the development and support of technc
platforms and/or reporting systems. In addition, Schwab Asset Management or its affiliates make payments to certain Intermediaries
shares of the fund available to their customers or otherwise promote the fund, which may include Intermediaries that allow customers
buy and sell fund shares without paying a commission or other transaction charge. Payments of this type are sometimes referred to a:
sharing or marketing support.

Payments made to Intermediaries may be significant and may cause an Intermediary to make decisions about which investment optic
recommend or make available to its clients or what services to provide for various products based on payments it receives or is eligibl
receive. As aresult, these payments could create conflicts of interest between an Intermediary and its clients and these financial incel
cause the Intermediary to recommend the fund over other investments.

As of April 28, 2023, Schwab Asset Management anticipates that Envestnet Asset Management, Inc., E*XTRADE Securities LLC, Fide
Services LLC/National Financial Services LLC, Empower Annuity Insurance Company of America, Minnesota Life Insurance Compar
Stanley Smith Barney LLC, Principal Life Insurance Company and Teachers Insurance and Annuity Association of America will recei\
these payments. Schwab Asset Management may enter into similar agreements with other FINRA member firms (or their affiliates) in
In addition to member firms of FINRA, Schwab Asset Management and its affiliates may also make these payments to certain other fir
intermediaries, such as banks, trust companies, insurance companies, and plan administrators and consultants that sell fund shares ¢
services to the fund and its shareholders. These firms may not be included in this list. You should ask your financial intermediary if it
receives such payments.

Schwab Asset Management also makes payments to Schwab for certain administrative, professional and support services provided t
in its capacity as an affiliated financial intermediary and not as distributor and principal underwriter of the fund. These payments reimb
Schwab for its charges, costs and expenses of providing Schwab personnel to perform marketing and sales activities under the directior
Asset Management, such as sales lead generation and sales support, assistance with public relations, marketing and/or advertising &
and presentations, educational training programs, conferences, and data analytics and support. Payments also are made by Schwab
Asset Management to Schwab for Schwab Asset Management's allocated costs of general corporate services provided by Schwab, <
human resources, facilities, project management support and technology.

Shareholder Services Agent

Schwab provides fund information to shareholders, including share price, shareholder ownership and account activities and distribute
fund’s prospectuses, financial reports and other informational literature about the fund. Schwab maintains the office space, equipmen
and personnel necessary to provide these services. Schwab also distributes and markets the fund and provides other services. At its o\
Schwab may engage third party entities, as appropriate, to perform some or all of these services.

For the services performed as shareholder services agent under its contract with the fund, Schwab does not receive a fee.

Transfer Agent

BNY Mellon Investment Servicing (US) Inc., 4400 Computer Drive, Westborough, MA 01581, serves as the fund’s transfer agent. As |
services, the firm maintains records pertaining to the sale, redemption and transfer of the fund’s shares.

Custodian and Fund Accountant
Citibank, N.A. (Citibank), 388 Greenwich Street, New York, NY 10013 serves as custodian for the fund.

State Street Bank and Trust Company (State Street), One Lincoln Street, Boston, MA, 02111 serves as fund accountant to the fund.
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The fund accountant maintains all books and records related to the fund’s transactions. The custodian is responsible for the daily safe
securities and cash held by the fund.

Independent Registered Public Accounting Firm

The fund’s independent registered public accounting firm, Deloitte & Touche LLP (Deloitte), 1601 Wewatta Street, Suite 400, Denver,
audits and reports on the annual financial statements of the fund and reviews certain regulatory reports. Deloitte or one of its affiliates
reviews the fund’s federal income tax returns and performs other professional, accounting, auditing, tax and advisory services when €
do so by the Trust.

Other Expenses

The fund pays other expenses that typically are connected with the Trust’s operations, and include legal, audit and custodian fees, as
costs of accounting and registration of the fund. Expenses not directly attributable to a particular fund will generally be allocated amor
funds in the Trust on the basis of the fund’s relative net assets at the time the expense is incurred.

Securities Lending Activities

Effective May 23, 2022, the fund’s securities lending agent is Citibank. Prior to May 23, 2022, the fund’s securities lending agent was |
Brothers Harriman & Co. The securities lending agent provides services to the fund which include the following: locating borrowers, n¢
the loan terms, monitoring the value of loans and collateral on a daily basis, marking each loan to market on a daily basis, coordinatin
collateral movements, collecting income, monitoring and processing corporate actions, managing recalls of loaned securities and terr
loans, and recordkeeping.

The table below summarizes key information regarding the fund’s securities lending activities to the extent the fund engaged in securi
lending during the most recent fiscal year.

Schwab S&P 500 Index Portfolio

Gross income from securities lending activities $225
Fees and/or compensation paid for securities lending activities and related o
services:
Fees paid to securities lending agent from a revenue split $ 18
Fees paid for any cash collateral management service (including fees $ 47

deducted from a pooled cash collateral reinvestment vehicle) that are
not included in a revenue split

Administrative fees not included in revenue split —

Indemnification fees not included in revenue split —

Rebates (paid to borrower) —

Other fees not included in revenue split —
Aggregate fees/compensation for securities lending activities $ 65
Net income from securities lending actiVifies $160

@ “Net income from securities lending activities” may not match the fund’s current financial statements, which may reflect certain ézcrual adjustmen

PORTFOLIO MANAGERS

Other Accounttn addition to the fund, each portfolio manager (collectively, referred to as the Portfolio Managers) is responsible for the
day management of certain other accounts, as listed below. The accounts listed below are not subject to a performance-based advisc
The information below is provided as of December 31, 2022.

Registered Investment Companies

(this amount does not include the fund in this SAI) Other Pooled Investment Vehicles Other Accounts
Name Number of Accounts Total Assets Number of Accounts  Total Assets = Number of Accounts  Total As
Christopher Bliss 34 $335,302,671,526 0 $0 0 $0
Ferian Juwono 21 $268,326,324,399 0 $0 0 $0
Sabya Sinha 21 $268,326,324,399 0 $0 0 $0

Jeremy B(0)BO $0




Conflicts of Interesf Portfolio Manager’'s management of other accounts may give rise to potential conflicts of interest in connection w
their management of the fund’s investments, on the one hand, and the investments of the other accounts, on the other. The other accou
separate accounts and other mutual funds advised by Schwab Asset Management (collectively, the Other Managed Accounts). The (
Managed Accounts might have similar investment objectives as the fund, track the same index the fund tracks or otherwise hold, purc
sell securities that are eligible to be held, purchased, or sold by the fund. While a Portfolio Manager's management of Other Managed
Accounts may give rise to the potential conflicts of interest listed below, Schwab Asset Management does not believe that the conflict:
are material or, to the extent any such conflicts are material, Schwab Asset Management believes it has adopted policies and procedt
that are designed to manage those conflicts in an appropriate way.

Knowledge of the Timing and Size of Fund Trades. A potential conflict of interest may arise as a result of the Portfolio Managers’ day-to-day

management of the fund. Because of their position with the fund, the Portfolio Managers know the size, timing, and possible marketimp
trades. It is theoretically possible that the Portfolio Managers could use this information to the advantage of the Other Managed Accol
they manage and to the possible detriment of the fund. However, Schwab Asset Management has adopted policies and procedures ri
designed to allocate investment opportunities on a fair and equitable basis over time. Moreover, with respect to index funds, which se
track their respective benchmark indexes, much of this information is publicly available. When it is determined to be in the best interes
accounts, the Portfolio Managers may aggregate trade orders for the Other Managed Accounts, excluding separate accounts, with th
the fund. All aggregated orders are subject to Schwab Asset Management’s aggregation and allocation policy and procedures, which
among other things, that (i) a Portfolio Manager will not aggregate orders unless he or she believes such aggregation is consistent wit
duty to seek best execution; (ii) no account will be favored over any other account; (iii) each account that participates in an aggregatec
will participate at the average security price with all transaction costs shared on a pro-rata basis; and (iv) if the aggregated ordexctannot b
in full, the partial execution is allocated pro-rata among the participating accounts in accordance with the size of each account’s order

Investment Opportunities. A potential conflict of interest may arise as a result of each Portfolio Manager's management of the fund and O
Managed Accounts which, in theory, may allow them to allocate investment opportunities in a way that favors the Other Managed Acc
the fund, which conflict of interest may be exacerbated to the extent that Schwab Asset Management or the Portfolio Managers receiv




Fund Performance measurements may be changed or modified at the discretion of the Schwab Asset Management President and Sc
Management Chief Operating Officer. As each participant may be a member of a team that manages and/or supports a number of fun
there may be several funds and/or Other Managed Accounts considered in arriving at the incentive compensation funding.

Portfolio Managers who are chief investment officers of the investment adviser are covered by a Plan that specifically includes a risk r
component in the funding determination.

Corporate Performance

The Corporate Bonus Plan is an annual bonus plan that provides discretionary awards based on the financial performance of CSC du
annual performance period. Quarterly advances may be paid for the first three quarters. Allocations are discretionary and aligned with
individual performance. Funding for the Plan is determined at the conclusion of the calendar year. Funding will be capped at 200% of 1

Allocation of Discretionary Bonus

At year-end, funding for both components of discretionary bonus is allocated to Plan participants by Schwab Asset Management seni
management based on their assessment of a variety of performance factors.

Factors considered in Schwab Asset Management senior management’s allocation process will include objective and subjective factc
take into consideration total performance and will include, but are not limited to:

® Fund performance relative to performance measure

® Risk management and mitigation

* |ndividual performance against key objectives

® Contribution to overall group results

® Functioning as an active contributor to the firm’s success
®* Team work

® Collaboration between Analysts and Portfolio Managers

® Regulatory/Compliance management
The Portfolio Managers’ compensation is not based on the value of the assets held in the fund’s portfolio or any Other Managed Acco

Ownership of Fund SharBise Portfolio Managers did not beneficially own any shares of the fund as of December 31, 2021, the fund’s n



including ETF shares, or certain riskless principal transactions placed on NASDAQ are typically effected through brokers who charge
commission for their services. Exchange fees may also apply to transactions effected on an exchange. Purchases and sales of fixed i
securities may be transacted with the issuer, the issuer’s underwriter, or a dealer. The fund does not usually pay brokerage commissic
on purchases and sales of fixed income securities, although the price of the securities generally includes compensation, in the form of
or a mark-up or mark-down, which is not disclosed separately. The prices the fund pays to underwriters of newly-issued securities ust
include a commission paid by the issuer to the underwriter. Transactions placed through dealers who are serving as primary market ma
the spread between the bid and asked prices. The money market securities in which the fund invests are traded primarily in the over-t
counter market on a net basis and do not normally involve either brokerage commissions or transfer taxes. Itis expected that the cost o
portfolio securities transactions of the fund will primarily consist of dealer spreads and brokerage commissions.

The investment adviser seeks to obtain best execution for the fund’s transactions. The investment adviser may take a number of factc
account in selecting brokers or dealers to execute these transactions. Such factors may include, without limitation, the follow#g: exect
brokerage commission or dealer spread; size or type of the transaction; nature or character of the markets; clearance or settlement
capability; reputation; financial strength and stability of the broker or dealer; efficiency of execution and error resolution; block trading
capabilities; willingness to execute related or unrelated difficult transactions in the future; order of call; ability to facilitaprehisibselling
of additional brokerage or research services or products; whether a broker guarantees that the fund will receive, on aggregate, prices
as favorable as the closing prices on a given day when adherence to “market-on-close” pricing aligns with fund objectives; or whethe
guarantees that the fund will receive the volume-weighted average price (VWAP) for a security for a given trading day (or portion there
when the investment adviser believes that VWAP execution is in the fund’s best interest. In addition, the investment adviser may have
sharing arrangements with certain unaffiliated brokers who guarantee market-on-close pricing: on a day when such a broker execute:
transactions at prices better, on aggregate, than market-on-close prices, that broker may receive, in addition to his or her standard co
a portion of the net difference between the actual execution prices and corresponding market-on-close prices for that day.

The investment adviser may cause the fund to pay a higher commission than otherwise obtainable from other brokers or dealers in re
brokerage or research services or products if the investment adviser believes that such commission is reasonable in relation to the
services provided. In addition to agency transactions, the investment adviser may receive brokerage and research services or produc
connection with certain riskless principal transactions, in accordance with applicable SEC and other regulatory guidelines. In both ins
these services or products may include: company financial data and economic data (e.g., unemployment, inflation rates and GDP fig
guotes, last sale prices and trading volumes, research reports analyzing the performance of a particular company or stock, narrowly
distributed trade magazines or technical journals covering specific industries, products, or issuers, seminars or conferences registrati
which provide substantive content relating to eligible research, quantitative analytical software and software that provides a@slyses of
portfolios, trading strategies and pre/post trade analytics, discussions with research analysts or meetings with corporate executives w









The fund may hold special shareholder meetings, which may cause the fund to incur non-routine expenses. These meetings may be ¢
purposes such as electing Trustees, changing fundamental policies and amending management contracts. Shareholders are entitled

for each share owned and may vote by proxy or in person. Proxy materials will be mailed to shareholders prior to any meetings, and w
include a voting card and information explaining the matters to be voted upon.

Insurance companies and their separate accounts are the record owners of fund shares. The fund understands that the insurance cor



Because market timing decisions to buy and sell securities typically are based on an individual investor’s market outlook, including su
as the perceived strength of the economy or the anticipated direction of interest rates, it is difficult for the fund to determine in advance



The fund is treated as a separate entity for federal income tax purposes and is not combined with the Trust’s other funds. The fund int
qualify as a RIC so that it will be relieved of federal income tax on that part of its income that is distributed to shareholders. In order to g
treatment as a RIC, the fund must, among other requirements, distribute annually to its shareholders an amount at least equal to the <
90% of its investment company taxable income (generally, net investment income plus the excess, if any, of net short-term capital gai
long-term capital losses) and 90% of its net tax-exempt income. Among these requirements are the following: (i) at least 90% of the fu
gross income each taxable year must be derived from dividends, interest, payments with respect to securities loans, and gains from tt
other disposition of stock, securities or foreign currencies, or other income derived with respect to its business of investing in such sto
securities or currencies and net income derived from an interest in a qualified publicly traded partnership; (ii) at the close of each quar
fund’s taxable year, at least 50% of the value of its total assets must be represented by cash and cash items, U.S. Government securi



APPENDIX — PROXY VOTING POLICY

The Charles Schwab Family of Funds
Schwab Investments
Schwab Capital Trust
Schwab Annuity Portfolios
Laudus Trust
Schwab Strategic Trust

PROXY VOTING POLICY
AS OF MARCH 2023

The Boards of Trustees (the “Board”) of The Charles Schwab Family of Funds, Schwab Investments, Schwab Capital Trust, Sc
Annuity Portfolios, and Laudus Trust (“Schwab Funds”) and Schwab Strategic Trust (“Schwab ETFs”; collectively with Schwab Funds



Charles Schwab Investment Management, Inc.

PROXY VOTING POLICY
AS OF MARCH 2023

.  INTRODUCTION

Charles Schwab Investment Management, Inc. (“CSIM”), as an investment adviser, is responsible for voting proxies with respe
securities held in accounts of investment companies and other clients that have delegated the authority to vote proxies to CSIM. CSIN
Committee exercises and documents CSIM’s responsibility with regard to voting of client proxies, including the review and approval o
Proxy Voting Policy (the “Proxy Policy”). CSIM’s Investment Stewardship Team has the primary responsibility to oversee that voting is
consistent with the Proxy Policy. The Investment Stewardship Team also conducts research into proxy issues and carries out engage
activities with companies. The Proxy Committee receives reports from the Investment Stewardship Team on these activities.

II.  PHILOSOPHY

As a leading asset manager, itis CSIM’s responsibility to use its proxy votes to encourage transparency, corporate governance
structures, and the management of environmental, social and governance (ESG) issues that it believes protect and promote sharehol

Just as the investors in CSIM’s equity funds generally have a long-term investment horizon, CSIM takes a long-term, measurec



A.

DIRECTORS AND AUDITORS

Directors

As a starting point, CSIM expects the board to be composed of at least a majority of independent directors and to be
responsive to shareholders. CSIM also expects directors that serve on a company’s nominating, compensation or
audit committee to be independent. CSIM believes that diversity of background, experience and skills, and personal
characteristics, including gender, race, ethnicity and age, meaningfully contribute to a board’s ability to make effective
decisions on behalf of shareholders.

Factors that may result in a vote against one or more directors:

® The board is not majority independent

* Alarge-cap company board does not have at least two female directors, or a mid- or small-cap company does |
have any female directors, and the board has not provided a reasonable explanation for its lack of gender diver

* Alarge-cap company board does not have at least one racially/ethnically diverse director, or has not provided e
disclosure of director diversity and skills

* Non-independent directors serve on the nominating, compensation or audit committees

e Adirector recently failed to attend at least 75% of meetings or serves on an excessive number of publicly trade
company boards






Factors that may result in a vote against Equity Compensation Plans:
* Plan’s total potential dilution appears excessive
® Plan’s burn rate appears excessive compared to industry peers
* Plan allows for the re-pricing of options without shareholder approval
® Plan has an evergreen feature
iii. Employee Stock Purchase Plans

CSIM supports the concept of broad employee participation in a company’s equity. Therefore, CSIM typically support
employee stock purchase plans when the shares can be purchased at 85% or more of the shares’ market value.

iv. Re-price/Exchange Option Plans

CSIM generally only supports management proposals to re-price options when the plan excludes senior managemen



F. ENVIRONMENTAL AND SOCIAL PROPOSALS

Effective oversight of material ESG risks relevant to a company and its business is an essential board function. In CSIM’:
appropriate risk oversight of environmental and social issues contributes to sustainable long-term value and companie
provide pertinent information on material risks common to their industry and specific to their business. CSIM evaluates, ¢
case-by-case basis, shareholder proposals regarding environmental and social issues, including those calling for additior
disclosure of material risks to a company, with emphasis placed on those risks identified within the framework of the Susta
Accounting Standards Board (SASB).

CSIM recognizes that financial performance can be impacted by a company’s environmental, social and human capital
management policies. CSIM’s case-by-case evaluation of these proposals takes into consideration a company’s current
level of reporting, disclosures by its peers, and the existence of controversies or litigation related to the issue.

CSIM believes that, in most instances, the board is best positioned to determine a company'’s strategy and manage its
operations, and generally does not support shareholder proposals seeking a change in business practices.

i. Climate Change Proposals

CSIM believes that companies should provide pertinent information on the management of potential climate change-!
risks, with the understanding that the relevance of this disclosure for any specific company will vary depending on its
industry and operations. For companies operating in carbon-intensive industries, we believe boards should be consic
range of energy demand scenarios. We generally support proposals requesting additional disclosure on climate chan
related impacts when the company’s current reporting is inadequate.

ii. Corporate Political Activity Proposals

CSIM expects the board of directors to have a stated oversight process for political contributions and lobbying activitie
CSIM evaluates proposals asking for disclosure of a company’s political contributions and lobbying activities and
generally supports them if there is no evidence of board oversight or a company’s disclosure is deficient and lags that
peers.

V. ADMINISTRATION

A. CONFLICTS OF INTERESTS

CSIM maintains the following practices that seek to prevent undue influence on its proxy voting activity. Such influence n
arise from any relationship between the company holding the proxy (or any shareholder or board member of the company)



Where CSIM’s Investment Stewardship Team conducts an engagement meeting with a company, CSIM has taken certa
mitigate perceived or potential conflicts of interest, including, but not limited to, the following:

ensuring that no members of the Board of (i) CSC or (ii) an Affiliated Fund, that are affiliated with such company, a
participants in such meetings.

FOREIGN SECURITIES/SHAREBLOCKING

Voting proxies with respect to shares of foreign securities may involve significantly greater effort and corresponding cost
voting proxies with respect to domestic securities due to the variety of regulatory schemes and corporate practices in
foreign countries with respect to proxy voting. Problems voting foreign proxies may include the following:

proxy statements and ballots written in a foreign language,
untimely and/or inadequate notice of shareholder meetings,
restrictions of foreigner’s ability to exercise votes,
requirements to vote proxies in person,

requirements to provide local agents with power of attorney to facilitate CSIM’s voting instructions.
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