
Empiric Funds, Inc.  
Statement of Additional Information 

 
Core Equity Fund  

 
January 25, 2008 

 
This document is not a prospectus.  You should read this document in conjunction with the Fund’s 
prospectus dated January 25, 2008 (the “Prospectus”), and the latest shareholder report, which contains 
important financial information that is incorporated by reference in this Statement of Additional 
Information (“SAI”).  You may obtain these at no charge by calling 1-888-839-7424. 
 

Table of Contents 
 

GENERAL ..................................................................................................................................................... 2 
FUND HISTORY........................................................................................................................................... 2 
VOTING......................................................................................................................................................... 2 
INVESTMENT OBJECTIVE AND POLICIES ............................................................................................ 3 
PORTFOLIO TURNOVER .........................................................................................................................  15

16

17

18

21

22

24

26

27

29

31

32

33

33

35

35

36

55

PROXY VOTING ........................................................................................................................................  
DISCLOSURE OF PORTFOLIO HOLDINGS ...........................................................................................  
DIRECTORS AND OFFICERS...................................................................................................................  
PRINCIPAL HOLDERS OF SECURITIES ................................................................................................  
INVESTMENT ADVISOR..........................................................................................................................  
PORTFOLIO MANAGER...........................................................................................................................  
SERVICE PROVIDERS ..............................................................................................................................  
DISTRIBUTION OF THE FUND’S SHARES............................................................................................  
BROKERAGE..............................................................................................................................................  
NET ASSET VALUE...................................................................................................................................  
PURCHASE AND REDEMPTION OF SHARES.......................................................................................  
TAX-DEFERRED RETIREMENT PLANS ................................................................................................  
TAX STATUS..............................................................................................................................................  
ANTI-MONEY LAUNDERING PROGRAM.............................................................................................  
FINANCIAL STATEMENTS......................................................................................................................  
APPENDIX A ..............................................................................................................................................  
APPENDIX B...............................................................................................................................................  
 

 B-1



 

GENERAL 
 
No one has been authorized to give any information or to make any representations, other than those 
contained in this SAI or in the Prospectus.  You should not rely on any other information given or any 
representation made because it may not have been authorized by the Empiric Funds, Inc. or its affiliates.  
This SAI and/or the Prospectus are not offers to sell or a solicitation of an offer to buy any securities in any 
jurisdiction where an offer to sell or solicitation of an offer to buy may not lawfully be made. 
 

FUND HISTORY 
 
The Core Equity Fund (the “Fund”) is a non-diversified, open-end investment series of Empiric Funds, Inc. 
(the “Company”) and is commonly known as a mutual fund and will be referred to as the “Fund” in this 
SAI.  The Fund is the only series of the Company.  Empiric Funds, Inc. will be referred to as the 
“Company” in this SAI. 
 
The Company is structured so that: 
 

• It is an open-end management investment company organized as a Maryland corporation on June 
26, 1995.  It changed its name from Texas Capital Value Funds, Inc. to Empiric Funds, Inc. on 
January 26, 2007. 

 
• The Company’s Articles of Incorporation authorize the Board of Directors to issue shares of 

common stock, par value $.0001 per share. 
 

• The Board of Directors can classify or allocate shares to the Fund or each separate series at its 
discretion. 

 
Currently, 100 million shares have been authorized and twenty-five million shares of the Company's 
authorized common stock have been initially allocated to the Class A shares, and twenty-five million shares 
to the Class C shares.  The Fund’s current fiscal year end is September 30. 
 
Each share of the Fund has equal voting, dividend, distribution and liquidation rights, except that shares of 
each class have exclusive voting rights with respect to the Rule 12b-1 plan applicable to that class.  Shares 
of the Company have no preemptive rights and only such conversion or exchange rights as the Board of 
Directors may grant in its discretion and as described in the Prospectus.  When issued for payment as 
described in the Prospectus, the Company's shares will be fully paid and non-assessable. 
 
Shareholder meetings will not normally be held for the purpose of electing Directors until and unless less 
than a majority of the Directors holding office have been elected by shareholders. 

VOTING 
 
Shareholders are entitled to one vote for each full share held, and fractional votes for fractional shares held, 
and will vote in aggregate and not by class or series except as otherwise required by the Investment 
Company Act of 1940, as amended (the “1940 Act”) or the Maryland General Corporation Law, or in the 
case of a vote regarding the Rule 12b-1 plans for the individual classes. 
 
Notwithstanding any provision of the Maryland General Corporation Law requiring for any purpose the 
concurrence of a proportion greater than a majority of all votes entitled to be cast at a meeting at which a 
quorum is present, the affirmative vote of the holders of a majority of the total number of shares of the 
Fund outstanding will be effective, except to the extent otherwise required by the 1940 Act and rules 
thereunder.  In addition, the Articles of Incorporation provide that, to the extent consistent with the 
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Maryland General Corporation Law and other applicable law, the Bylaws of the Company may provide for 
authorization to be given by the affirmative vote of the holders of less than a majority of the total number 
of shares of the Fund outstanding. 
 

INVESTMENT OBJECTIVE AND POLICIES 
 
The following information is in addition to the information detailed in the Prospectus under the heading 
“What is the Fund's Investment Strategy?” 
 
The fundamental investment policies detailed below may not be changed for the Fund without the approval 
of a majority of the Fund's outstanding voting securities.  As used in this SAI, a majority of the Fund's 
outstanding voting securities means the lesser of: 
 

1) more than 50% of its outstanding voting securities; or 2) 67% or more of the voting securities 
present at a meeting at which more than 50% of the outstanding voting securities are present or 
represented by proxy. 

 
The Fund has adopted the following fundamental investment policies.  These policies may not be changed 
without shareholder approval: 
 

1. The Fund may not invest more than 25% of its total assets in the securities of issuers in any one 
industry.  This restriction does not apply to investments by the Fund in securities of the U.S. 
government or its agencies or instrumentalities. 

 
2. The Fund may not make loans if, as a result, more than the current statutory limit (currently 33 

1/3%) of its total assets would be lent to other parties, except that the Fund may: (a) purchase or 
hold debt instruments; (b) enter into repurchase agreements; and (c) lend its securities. 

 
3. The Fund may not purchase or sell real estate or make real estate mortgage loans or invest in real 

estate limited partnerships, except that the Fund may purchase or sell securities issued by entities 
in the real estate industry or instruments backed by real estate such as, but not limited to, Real 
Estate Investment Trusts (“REITs”). 

 
4. The Fund may not issue senior securities (as defined in the 1940 Act) except as permitted by rule, 

regulation or order of the Securities and Exchange Commission (the “SEC”). 
 

5. The Fund may not borrow money in an amount exceeding the statutory limit (currently, 33 1/3% 
of its total assets (including the amount borrowed) less liabilities (other than borrowings)), 
provided that for purposes of this limitation investment strategies or transactions that obligate the 
Fund to purchase securities or require the Fund to segregate assets are not considered to be 
borrowing.  The Fund will maintain asset coverage as required under the 1940 Act for all 
borrowings (currently 300% except where the Fund has borrowed money for temporary purposes 
in amounts not exceeding 5% of its total assets). 

 
6. The Fund may not act as an underwriter of securities issued by others, except to the extent it may 

be deemed to be an underwriter in connection with the disposition of Fund securities. 
 

7. The Fund may not purchase or sell physical commodities or commodities contracts, except that the 
Fund may purchase and sell: (a) marketable securities issued by companies that own or invest in 
commodities or commodities contracts; (b) foreign currencies; and (c) commodities contracts 
relating to financial instruments, such as financial futures contracts and options on such contracts, 
futures contracts, options, forward contracts, swaps, caps, floors, collars and other financial 
instruments. 
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The Fund has adopted the following non-fundamental investment policies.  These policies may be changed 
without shareholder approval. 
 

1. The Fund may not purchase securities on margin or effect short sales, except that the Fund may: 
(a) obtain short-term credits necessary for the clearance of security transactions; (b) provide initial 
and variation margin payments in connection with transactions involving futures contracts and 
options on such contracts; and (c) make short sales “against the box” (i.e., owning an equal 
amount of the security itself, or of securities convertible into or exchangeable, without payment of 
any further consideration, for securities of the same issue and equal in amount to the security sold 
short) or in compliance with the SEC’s positions regarding the asset segregation requirements of 
Section 18 of the 1940 Act. 
 
Generally, the Fund may purchase, sell and enter into any type of derivative instrument (including, 
without limitation, financial futures contracts (including futures contracts on indices of securities, 
interest rates and currencies), options on financial futures contracts, warrants, swaps, forward 
contracts, foreign currency spot and forward contracts, or other derivative instruments that are not 
related to physical commodities).  Furthermore, the Fund will only invest in futures contracts to 
the extent that the Fund, its Directors, its Advisor, or any other entity providing services to the 
Fund would not be required to register with the Commodity Futures Trading Commission 
(“CFTC”).   

 
2. The Fund may not invest in securities or other assets that the Board of Directors determines to be 

illiquid if more than 15% of the Fund's net assets would be invested in such securities. 
 
The Fund’s investment objective, as well as those policies which are not fundamental, may be modified by 
the Board of Directors without shareholder approval if, in the reasonable exercise of the Board of 
Director’s business judgment, modification is determined to be necessary or appropriate to carry out the 
Fund’s objective.  However, the Fund will not change its investment objective or non-fundamental 
investment policies without written notice to shareholders. 
 
Further Information on the Nature of the Investments held by the Fund: 
 
General Characteristics of Convertible Securities 
 
The Fund may invest only in high grade convertible securities, that is, bonds, notes, debentures, preferred 
stocks and other securities which are convertible into common stocks.  “High grade” securities are those 
rated within the three highest ratings categories of Standard & Poor’s Corporation, Moody’s Investors 
Service, Inc., Fitch IBCA, Inc., or Duff & Phelps, Inc. or that are determined by the Advisor to be of 
equivalent quality.  For a more complete description of debt ratings, see APPENDIX A.  Investments in 
convertible securities may provide incidental income through interest and dividend payments and/or an 
opportunity for capital appreciation by virtue of their conversion or exchange features. 
 
Convertible debt securities and convertible preferred stocks, until converted, have general characteristics 
similar to both debt and equity securities.  Although to a lesser extent than with debt securities generally, 
the market value of convertible securities tends to decline as interest rates increase and, conversely, tends to 
increase as interest rates decline.  In addition, because of the conversion or exchange feature, the market 
value of convertible securities typically changes as the market value of the underlying common stocks 
changes, and, therefore, also tends to follow movements in the general market for equity securities.  As the 
market price of the underlying common stock declines, convertible securities tend to trade increasingly on a 
yield basis and so may not experience market value declines to the same extent as the underlying common 
stock.  When the market price of the underlying common stock increases, the prices of the convertible 
securities tend to rise as a reflection of the value of the underlying common stock, although typically not as 
much as the underlying common stock.  While no securities investments are without risk, investments in 
convertible securities generally entail less risk than investments in common stock of the same issuer. 
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As debt securities, convertible securities are investments that provide for a stream of income (or in the case 
of zero coupon securities, accretion of income) with generally higher yields than common stocks.  
Convertible securities generally offer lower yields than non-convertible securities of similar quality 
because of their conversion or exchange features. 
 
Convertible securities are generally subordinated to other similar but non-convertible securities of the same 
issuer, although convertible bonds, as corporate debt obligations, enjoy seniority in right of payment to all 
equity securities, and convertible preferred stock is senior to common stock of the same issuer.  However, 
because of the subordination feature, convertible bonds and convertible preferred stock typically have 
lower ratings than similar non-convertible securities. 
 
Investments in Real Estate Investment Trusts (“REITs”) 
 
Because the Fund may invest its assets in equity securities of REITs, it may also be subject to certain risks 
associated with direct investments in REITs.  REITs may be affected by changes in the value of their 
underlying properties and by defaults by borrowers or tenants.  Furthermore, REITs are dependent upon 
specialized management skills of their managers and may have limited geographic diversification, thereby, 
subjecting them to risks inherent in financing a limited number of projects.  REITs depend generally on 
their ability to generate cash flow to make distributions to shareholders, and certain REITs have self-
liquidation provisions by which mortgages held may be paid in full and distributions of capital returns may 
be made at any time. 
 
Defensive Policy 
 
The Fund may on a temporary basis because of market, economic, political, or other conditions, invest up 
to 100% of its assets in investment-grade, short-term debt instruments.  Such securities may consist of: 
obligations of the U.S. Government, its agencies or instrumentalities, and repurchase agreements secured 
by such instruments; certificates of deposit of domestic banks having capital, surplus, and undivided profits 
in excess of $100 million; banker’s acceptances of similar banks; commercial paper; and other corporate 
debt obligations. 
 
General Characteristics of Securities Lending 
 
In compliance with SEC guidelines, any loans of securities in the Fund would be required to be secured 
with collateral (consisting of any combination of U.S. currency, securities issued or guaranteed by the 
United States Government or its agencies, or irrevocable letters of credit or other debt securities issued by 
entities rated within the two highest grades assigned by S&P, Moody’s, Fitch IBCA, or Duff & Phelps or 
which are determined by the Advisor to be of equivalent quality). 
 
The borrower must agree to add to such collateral to cover increases in the market value of the loaned 
securities, and the Fund must be entitled to terminate any loan at any time, with the borrower obligated to 
redeliver borrowed securities within five trading days.  The borrower must agree that the Fund will receive 
all dividends, interest or other distributions on loaned securities, and the Fund must be able to vote loaned 
securities whenever the right to vote is material to the Fund’s performance. 
 
When the Fund makes loans to another party, it runs the risk that the other party will default on its 
obligations and that the value of the collateral will decline before the Fund can dispose of it.  
 
Investment in Unseasoned Issuers 
 
The Fund may invest in securities of issuers which have a record of less than three years of continuous 
operation, including the operation of any predecessor business of a company which came into existence as 
a result of a merger, consolidation, reorganization or purchase of substantially all of the assets of such 
predecessor business.  These investments may involve greater risks of loss than investments in securities of 
well-established companies with a history of consistent operating patterns. 
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Investment in Foreign Securities 
 
The Fund may invest in U.S. dollar-denominated securities of foreign issuers. Foreign issuers are issuers 
organized and doing business principally outside the United States and include banks, non-U.S. 
governments, and quasi-governmental organizations.  While investments in foreign securities are intended 
to reduce risk by providing further diversification, such investments involve sovereign and other risks, in 
addition to the credit and market risks normally associated with domestic securities.  These additional risks 
include: the possibility of adverse political and economic developments (including political or social 
instability, nationalization, expropriation, or confiscatory taxation); the potentially adverse effects of 
unavailability of public information regarding issuers, less governmental supervision and regulation of 
financial markets, reduced liquidity of certain financial markets, and the lack of uniform accounting, 
auditing, and financial reporting standards or the application of standards that are different or less stringent 
than those applied in the United States; different laws and customs governing securities tracking; and 
possibly limited access to the courts to enforce the Fund’s rights as an investor. 
 
The Fund may invest in equity, debt, or other income-producing securities that are denominated in or 
indexed to foreign currencies, including: (1) common and preferred stocks, (2) CDs, commercial paper, 
fixed time deposits, and bankers’ acceptances issued by foreign banks, (3) obligations of other 
corporations, and (4) obligations of foreign governments and their subdivisions, agencies, and 
instrumentalities, international agencies, and supranational entities. Investing in foreign currency 
denominated securities involves the special risks associated with investing in non-U.S. issuers, as described 
in the preceding paragraph, and the additional risks of: (1) adverse changes in foreign exchange rates and 
(2) adverse changes in investment or exchange control regulations (which could prevent cash from being 
brought back to the United States).  Additionally, dividends and interest payable on foreign securities (and 
gains realized on disposition thereof) may be subject to foreign taxes, including taxes withheld from those 
payments.  Commissions on foreign securities exchanges are often at fixed rates and are generally higher 
than negotiated commissions on U.S. exchanges, although the Fund endeavors to achieve the most 
favorable net results on portfolio transactions. 
 
Foreign securities often trade with less frequency and in less volume than domestic securities and therefore 
may exhibit greater price volatility.  Additional costs associated with an investment in foreign securities 
may include higher custodial fees than apply to domestic custody arrangements and transaction costs of 
foreign currency conversions. 
 
Foreign markets also have different clearance and settlement procedures. In certain markets, there have 
been times when settlements have been unable to keep pace with the volume of securities transactions, 
making it difficult to conduct such transactions.  Delays in settlement could result in temporary periods 
when a portion of the assets of the Fund is uninvested and no return is earned thereon.  The inability of the 
Fund to make intended security purchases due to settlement problems could cause the Fund to miss 
attractive investment opportunities.  Inability to dispose of portfolio securities due to settlement problems 
could result in losses to the Fund due to subsequent declines in value of the securities or, if the Fund has 
entered into a contract to sell the securities, could result in possible liability to the purchaser. 
 
Interest rates prevailing in other countries may affect the prices of foreign securities and exchange rates for 
foreign currencies.  Local factors, including the strength of the local economy, the demand for borrowing, 
the government's fiscal and monetary policies, and the international balance of payments, often affect 
interest rates in other countries.  Individual foreign economies may differ favorably or unfavorably from 
the U.S. economy in such respects as growth of gross national product, rate of inflation, capital 
reinvestment, resource self-sufficiency, and balance of payments position. 
 
The Fund may invest in ADRs, European Depository Receipts (EDRs), Global Depository Receipts 
(GDRs), and International Depository Receipts (IDRs). ADRs (sponsored or unsponsored) are receipts 
typically issued by a U.S. bank or trust company evidencing its ownership of the underlying foreign 
securities.  Most ADRs are denominated in U.S. dollars and are traded on a U.S. stock exchange.  However, 
they are subject to the risk of fluctuation in the currency exchange rate if, as is often the case, the 
underlying securities are denominated in foreign currency.  Issuers of the securities underlying sponsored 
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ADRs, but not unsponsored ADRs, are contractually obligated to disclose material information in the 
United States.  Therefore, the market value of unsponsored ADRs is less likely to reflect the effect of such 
information.  EDRs and IDRs are receipts typically issued by a European bank or trust company evidencing 
its ownership of the underlying foreign securities.  GDRs are receipts issued by either a U.S. or non-U.S. 
banking institution evidencing its ownership of the underlying foreign securities and are often denominated 
in U.S. dollars. 
 
Investments in securities of foreign issuers are subject to the Fund's quality standards.  The Fund may 
invest only in securities of issuers in countries whose governments are considered stable by the Fund's 
management. 
 
Options, Futures and Forwards 
 
The Fund may purchase and sell forward contracts, put and call options, and futures contracts.  Each of 
these instruments is a derivative instrument, as its value derives from the underlying asset or index. 
 
The Fund may utilize options and futures contracts to manage its exposure to changing interest rates and/or 
security prices.  Some options and futures strategies, including selling futures contracts and buying puts, 
tend to hedge the Fund's investments against price fluctuations.  Other strategies, including buying futures 
contracts, writing puts and calls, and buying calls, tend to increase market exposure.  Options and futures 
contracts may be combined with each other or with forward contracts in order to adjust the risk and return 
characteristics of the Fund’s overall strategy in a manner deemed appropriate to the Advisor and consistent 
with the Fund's investment objective and policies.  Because combined options positions involve multiple 
trades, they result in higher transaction costs and may be more difficult to open and close out.  
 
The use of options and futures is a highly specialized activity which involves investment strategies and 
risks different from those associated with ordinary portfolio securities transactions, and there can be no 
guarantee that their use will increase the Fund’s return.  While the Fund’s use of these instruments may 
reduce certain risks associated with owning its portfolio securities, these techniques themselves entail 
certain other risks.  If the Advisor applies a strategy at an inappropriate time or judges market conditions or 
trends incorrectly, options and futures strategies may lower the Fund’s return.  Certain strategies limit the 
Fund’s opportunities to realize gains as well as limiting the Fund’s exposure to losses. 
 
The Fund could also experience losses if the Fund’s options and futures positions were poorly correlated 
with the Fund’s other investments, or if the Fund could not close out its positions because of an illiquid 
secondary market.  In addition, the Fund will incur transaction costs, including trading commissions and 
option premiums, in connection with its futures and options transactions and these transactions could 
significantly increase the Fund’s portfolio turnover rate. 
 
Should prices or exchange rates move unexpectedly, the Fund may not achieve the anticipated benefits of 
the transactions or may realize losses and thus be in a worse position than if such strategies had not been 
used.  Unlike many exchange-traded futures contracts and options on futures contracts, there are no daily 
price fluctuation limits for certain options on currencies and forward contracts, and adverse market 
movements could continue to an unlimited extent over a period of time.  In addition, the correlation 
between movements in the prices of such instruments and movements in the prices of the securities and 
currencies hedged or used for cover will not be perfect and could produce unanticipated losses. 
 
Purchasing Put and Call Options.  By purchasing a put option, the Fund obtains the right (but not the 
obligation) to sell the instrument underlying the option at a fixed strike price.  In return for this right, the 
Fund pays the current market price for the option (known as the option premium).  Options have various 
types of underlying instruments, including specific securities, indexes of securities, indexes of securities 
prices, and futures contracts.  The Fund may terminate its position in a put option it has purchased by 
allowing it to expire or by exercising the option.  The Fund may also close out a put option position by 
entering into an offsetting transaction, if a liquid market exists.  If the option is allowed to expire, the Fund 
will lose the entire premium it paid. If the Fund exercises a put option on a security, it will sell the 
instrument underlying the option at the strike price.  If the Fund exercises an option on an index, settlement 
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is in cash and does not involve the actual sale of securities.  If an option is American style, it may be 
exercised on any day up to its expiration date.  A European-style option may be exercised only on its 
expiration date.  
 
The buyer of a typical put option can expect to realize a gain if the price of the underlying instrument falls 
substantially.  However, if the price of the instrument underlying the option does not fall enough to offset 
the cost of purchasing the option, a put buyer can expect to suffer a loss (limited to the amount of the 
premium paid, plus related transaction costs). 
 
The features of call options are essentially the same as those of put options, except that the purchaser of a 
call option obtains the right to purchase, rather than sell, the instrument underlying the option at the option's 
strike price.  A call buyer typically attempts to participate in potential price increases of the instrument 
underlying the option with risk limited to the cost of the option if security prices fall.  At the same time, the 
buyer can expect to suffer a loss if security prices do not rise sufficiently to offset the cost of the option. 
 
Selling (Writing) Put and Call Options. When the Fund writes a put option, it takes the opposite side of 
the transaction from the option’s purchaser.  In return for receipt of the premium, the Fund assumes the 
obligation to pay the strike price for the instrument underlying the option if the other party to the option 
chooses to exercise it.  The Fund may seek to terminate its position in a put option it writes before exercise 
by purchasing an offsetting option in the market at its current price.  If the market is not liquid for a put 
option the Fund has written, however, the Fund must continue to be prepared to pay the strike price while 
the option is outstanding, regardless of price changes, and must continue to post margin as discussed below. 
 
If the price of the underlying instrument rises, a put writer would generally expect to profit, although its 
gain would be limited to the amount of the premium it received.  If security prices remain the same over 
time, it is likely that the writer will also profit, because it should be able to close out the option at a lower 
price.  If security prices fall, the put writer would expect to suffer a loss.  This loss should be less then the 
loss from purchasing and holding the underlying instrument directly, however, because the premium 
received for writing the option should offset a portion of the decline.   
 
Writing a call option obligates the Fund to sell or deliver the option’s underlying instrument in return for 
the strike price upon exercise of the option.  The characteristics of writing call options are similar to those 
of writing put options, except that writing calls generally is a profitable strategy if prices remain the same 
or fall.  Through receipt of the option premium a call writer offsets part of the effect of a price decline.  At 
the same time, because a call writer must be prepared to deliver the underlying instrument in return for the 
strike price, even if its current value is greater, a call writer gives up some ability to participate in security 
price increases. 
 
The writer of an exchange traded put or call option on a security, an index of securities or a futures contract 
is required to deposit cash or securities or a letter of credit as margin and to make mark to market payments 
of variation margin as the position becomes unprofitable. 
 
Covering Options on Securities.  A call option on a security written by the Fund is “covered” if the Fund 
owns the underlying securities, has an absolute and immediate right to acquire those securities upon 
conversion or exchange of other securities it holds, or holds a call option on the underlying securities with 
an exercise price equal to or less than that of the call option it has written.  In addition, the Fund may cover 
its position by segregating cash or liquid instruments equal in value to the exercise price of the call option 
written by the Fund.  When the Fund writes a put option, the Fund can segregate with its custodian bank 
cash or liquid instruments having a value equal to the exercise value of the option.  Alternatively, the Fund 
could hold a put on the underlying securities with an exercise price equal to or greater than that of the put 
option it has written.   
 
Liquidity.  Although certain securities exchanges attempt to provide continuously liquid markets in which 
holders and writers of options can close out their positions at any time prior to the expiration of the option, 
no assurance can be given that a market will exist at all times for all outstanding options purchased or sold 
by the Fund.  If an options market were to become unavailable, the Fund would be unable to realize its 
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profits or limit its losses until the Fund could exercise options it holds, and the Fund would remain 
obligated until options it wrote were exercised or expired.  
 
Options on Securities Indexes.  Options on securities indexes are similar to options on securities, except 
that the exercise of securities index options is settled by cash payment and does not involve the actual 
purchase or sale of securities.  In addition, these options are designed to reflect price fluctuations in a group 
of securities or segment of the securities market rather than price fluctuations in a single security.  Some 
stock index options are based on a broad market index such as the S&P 500 Index, the NYSE Composite 
Index, or the AMEX Major Market Index, or on a narrower index such as the Philadelphia Stock Exchange 
Over-the-Counter Index. 
 
A stock index fluctuates with changes in the market values of the stocks included in the index.  Options on 
stock indexes give the holder the right to receive an amount of cash upon exercise of the option.  Receipt of 
this cash amount will depend upon the closing level of the stock index upon which the option is based 
being greater than (in the case of a call) or less than (in the case of a put) the exercise price of the option.  
The amount of cash received, if any, will be the difference between the closing price of the index and the 
exercise price of the option, multiplied by a specified dollar multiple.  The writer (seller) of the option is 
obligated, in return for the premiums received from the purchaser of the option, to make delivery of this 
amount to the purchaser.  All settlements of index options transactions are in cash.  
 
The Fund may engage in transactions in stock index options listed on national securities exchanges or 
traded in the OTC market as an investment vehicle for the purpose of realizing the Fund's investment 
objective.  Options on indexes are settled in cash, not by delivery of securities.  The exercising holder of an 
index option receives, instead of a security, cash equal to the difference between the closing price of the 
securities index and the exercise price of the option.  Options currently are traded on the Chicago Board 
Options Exchange, the AMEX, and other exchanges.  Purchased OTC options and the cover for written 
OTC options will be subject to the Fund’s 15% limitation on investment in illiquid securities. 
 
Risks -- Index options are subject to substantial risks.  The primary risks include the risk of imperfect 
correlation between the option price and the value of the underlying securities composing the stock index 
selected, the possibility of an illiquid market for the option or the inability of counterparties to perform.  
Because the value of an index option depends upon movements in the level of the index rather than the 
price of a particular stock, whether the Fund will realize a gain or loss from the purchase or writing (sale) 
of options on an index depends upon movements in the level of stock prices in the stock market generally 
or, in the case of certain indexes, in an industry or market segment, rather than upon movements in the 
price of a particular stock.  This requires different skills and techniques than are required for predicting 
changes in the price of individual stocks.  The Fund will not enter into an option position that exposes the 
Fund to an obligation to another party, unless the Fund either owns an offsetting position in securities or 
other options and/or segregates with the Fund's custodian bank cash or liquid instruments that, when added 
to the premiums deposited with respect to the option, are equal to the market value of the underlying stock 
index not otherwise covered. For a number of reasons, a liquid market may not exist and thus the Fund may 
not be able to close out an option position that it has previously entered into.  When the Fund purchases an 
OTC option, the Fund will be relying on its counterparty to perform its obligations, and the Fund may incur 
additional losses if the counterparty is unable to perform. 
 
Exchange Traded and OTC Options.  All options that the Fund purchases or sells will be traded on a 
securities exchange or will be purchased or sold by securities dealers (OTC options) that meet the Fund’s 
creditworthiness standards.  While exchange-traded options are obligations of the underlying exchange’s 
clearing house, in the case of OTC options the Fund relies on the dealer from which it purchased the option 
to perform if the option is exercised.  
 
Warrants.  The Fund may also invest in exchange-traded and over-the-counter warrants.  Warrants are 
economically the same as options, except they usually have longer exercise periods.  Exchange-traded 
warrants on a single issuer’s common stock are usually issued by the issuer of the underlying common 
stock or a special-purpose entity, rather than the exchange clearinghouse.  Warrants may also be issued on 

 B-9



indices or baskets of securities, and may be settled in cash or through delivery of the underlying securities.  
Like options, warrants may be more volatile instruments than the underlying securities. 
 
Warrants generally do not entitle the holder to dividends or voting rights with respect to the underlying 
common stock and do not represent any rights in the assets of the issuer company.  A warrant will expire 
worthless if it is not exercised on or before the expiration date. 
 
Futures Contracts and Options on Futures Contracts.  The Fund may purchase or sell (write) futures 
contracts and purchase or sell put and call options on futures contracts.  Futures contracts obligate the buyer 
to take and the seller to make delivery at a future date of a specified quantity of a financial instrument or an 
amount of cash based on the value of a securities index.  A “sale” of a futures contract means the 
acquisition of a contractual obligation to deliver the commodity called for by the contract at a specified 
price on a specified date.  A “purchase” of a futures contract means the incurring of an obligation to acquire 
the commodity called for by the contract at a specified price on a specified date. 
 
When the Fund purchases a put or call option on a futures contract, the Fund pays a premium for the right 
to sell or purchase the underlying futures contract for a specified price upon exercise at any time during the 
option period.  By writing (selling) a put or call option on a futures contract, the Fund receives a premium 
in return for granting to the purchaser of the option the right to sell to or buy from the Fund the underlying 
futures contract for a specified price upon exercise at any time during the option period.  
 
Unlike a futures contract, which requires the parties to buy and sell a security or make a cash settlement 
payment based on changes in a financial instrument or securities index on an agreed date, an option on a 
futures contract entitles its holder to decide on or before a future date whether to enter into such a contract.  
If the holder decides not to exercise its option, the holder may close out the option position by entering into 
an offsetting transaction or may decide to let the option expire and forfeit the premium thereon.  The 
purchaser of an option on a futures contract pays a premium for the option but makes no initial margin 
payments or daily payments of cash in the nature of “variation” margin payments to reflect the change in 
the value of the underlying contract as does a purchaser or seller of a futures contract. 
 
The seller of an option on a futures contract receives the premium paid by the purchaser and may be 
required to pay initial margin.  Amounts equal to the initial margin and any additional collateral required on 
any options on futures contracts sold by the Fund are paid by the Fund into a segregated account, in the 
name of the futures commission merchant, as required by the 1940 Act and the SEC's interpretations 
thereunder. 
 
The Fund will engage in transactions in futures contracts and related options that are traded on a U.S. 
exchange or board of trade or that have been approved for sale in the U.S. by the CFTC.  
 
Covering Futures Contracts -- When the Fund purchases or sells a futures contract, or sells an option 
thereon, the Fund “covers” its position.  To cover its position, the Fund may maintain with its custodian 
bank (and marked-to-market on a daily basis), a segregated  account consisting of cash or liquid securities 
that, when added to any amounts deposited with a futures commission merchant as margin, are equal to the 
market value of the futures contract or otherwise “cover” its position.  If the Fund continues to engage in 
the described securities trading practices and properly segregates assets, the segregated account will 
function as a practical limit on the amount of leverage which the Fund may undertake and on the potential 
increase in the speculative character of the Fund’s shares.  Additionally, such segregated accounts will 
generally assure the availability of adequate funds to meet the obligations of the Fund arising from such 
investment activities. 
 
Risks -- Whether the Fund realizes a gain or loss from futures activities depends generally upon movements 
in the underlying commodity.  The extent of the Fund’s loss from an unhedged short position in futures 
contracts or from writing options on futures contracts is potentially unlimited.  
 
Other risks associated with the use of futures contracts are imperfect correlation between movements in the 
price of the futures and the market value of the underlying securities, and the possibility of an illiquid 
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market for a futures contract.  Although the Fund intends to sell futures contracts only if there is an active 
market for such contracts, no assurance can be given that a liquid market will exist for any particular 
contract at any particular time.  Many futures exchanges and boards of trade limit the amount of fluctuation 
permitted in futures contract prices during a single trading day.  Once the daily limit has been reached in a 
particular contract, no trades may be made that day at a price beyond that limit or trading may be 
suspended for specified periods during the day.  Futures contract prices could move to the limit for several 
consecutive trading days with little or no trading, thereby preventing prompt liquidation of futures positions 
and potentially subjecting the Fund to substantial losses.  If trading is not possible, or if the Fund 
determines not to close a futures position in anticipation of adverse price movements, the Fund will be 
required to make daily cash payments of variation margin.  The risk that the Fund will be unable to close 
out a futures position will be minimized by entering into such transactions on a national exchange with an 
active and liquid secondary market. 
 
Stock Index Futures.  The Fund may buy and sell stock index futures contracts with respect to any stock 
index traded on a recognized stock exchange or board of trade.  A stock index futures contract is a contract 
to buy or sell units of an index at a specified future date at a price agreed upon when the contract is made.  
The stock index futures contract specifies that no delivery of the actual stocks making up the index will 
take place.  Instead, settlement in cash must occur upon the termination of the contract, with the settlement 
being the difference between the contract price and the actual level of the stock index at the expiration of 
the contract.  At the time the Fund purchases a futures contract, an amount of cash, U.S. Government 
Securities or other liquid securities equal to the market value of the futures contract will be deposited in a 
segregated account with the Fund’s custodian.  When writing a futures contract, the Fund will maintain 
with its custodian liquid assets that, when added to the amounts deposited with a futures commission 
merchant or broker as margin, are equal to the market value of the instruments underlying the contract.  
Alternatively, the Fund may “cover” its position by owning the instruments underlying the contract (or, in 
the case of an index futures contract, a portfolio with a volatility substantially similar to that of the index on 
which the futures contract is based),  or holding a call option permitting the Fund to purchase the same 
futures  contract at a price no higher than the price of the contract written by the Fund (or at a higher price 
if the difference is maintained in liquid assets with the Fund’s custodian). 
 
The Fund may purchase and sell stock index futures as a hedge against movements in the equity markets.  
There are several risks in connection with the use of stock index futures by the Fund as a hedging device.  
One risk arises because of the imperfect correlation between movements in the price of a stock index 
futures contract and movements in the price of the securities that are the subject of the hedge.  The price of 
a stock index futures contract may move more than or less than the price of the securities being hedged.  If 
the price of a stock index futures contract moves less than the price of the securities that are the subject of 
the hedge, the hedge will not be fully effective but, if the price of the securities being hedged has moved in 
an unfavorable direction, the Fund will be in a better position than if it had not hedged at all.  If the price of 
the securities being hedged has moved in a favorable direction, this advantage will be offset partially by the 
loss on the index futures contract.  If the price of the index futures contract moves more than the price of 
the stock, the Fund will experience either a loss or gain on the futures contract that will not be offset 
completely by movements in the price of the securities that are subject to the hedge. 
 
Asset Coverage for Futures Contracts and Options Positions.  Although the Fund will not be a 
commodity pool, certain derivatives subject the Fund to the rules of the Commodity Futures Trading 
Commission which limit the extent to which the Fund can invest in such derivatives.  The Fund may invest 
in futures contracts and options with respect thereto for hedging purposes without limit.  However, the 
Fund may not invest in such contracts and options for other purposes if the sum of the amount of initial 
margin deposits and premiums paid for unexpired options with respect to such contracts, other than for 
bona fide hedging purposes, exceeds 5% of the liquidation value of the Fund's assets, after taking into 
account unrealized profits and unrealized losses on such contracts and options; provided, however, that in 
the case of an option that is in-the-money at the time of purchase, the in-the-money amount may be 
excluded in calculating the 5% limitation. 
 
In addition, the Fund will comply with guidelines established by the SEC with respect to coverage of 
options and futures contracts by open-end investment companies, and if the guidelines so require, will set 
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aside appropriate liquid assets in a segregated custodial account in the amount prescribed.  Securities held 
in a segregated account cannot be sold while the futures contract or option is outstanding, unless they are 
replaced with other suitable assets.  As a result, there is a possibility that segregation of a large percentage 
of our assets could impede portfolio management or the Fund’s ability to meet its current obligations (e.g., 
meeting redemption requests). 
 
Forwards.  A forward is a cash market transaction in which a seller agrees to deliver a specific commodity, 
security, foreign currency or other financial instrument to a buyer at some point in the future for a set price.  
Forwards also can be structured for cash settlement rather than physical delivery. 
 
Unlike futures contracts (which occur through a clearing firm), forward contracts are privately negotiated 
and are not standardized.  Further, the two parties must bear each other’s credit risk, which is not the case 
with a futures contract.  Also, since the contracts are not exchange traded, there is no marking to market 
requirement, which allows a buyer to avoid almost all capital outflow initially (though some counterparties 
might set collateral requirements).  Given the lack of standardization in these contracts, there is very little 
scope for a secondary market in forwards.  
 
Short Sales 
 
The Fund may use short sales in an attempt both to protect its portfolio against the effects of potential 
downtrends in the securities markets and as a means of enhancing its overall performance.  A “short sale” is 
a transaction in which the Fund sells a security it does not own but has borrowed in anticipation that the 
market price of that security will decline.  To complete such a transaction, the Fund must borrow the 
security to make delivery to the buyer.  The Fund is then obligated to replace the security borrowed by 
borrowing the same security from another lender, purchasing it at the market price at the time of 
replacement, or paying the lender an amount equal to the cost of purchasing the security.  The price at such 
time may be more or less than the price at which the security was sold by the Fund.  Until the security is 
replaced, the Fund is required to repay the lender any dividends or interest which accrues during the period 
of the loan.  To borrow the security, the Fund also may be required to pay a premium, which would 
increase the cost of the security sold.  The net proceeds of the short sale will be retained by the broker, to 
the extent necessary to meet margin requirements, until the short position is closed out.  The Fund also will 
incur transaction costs in effecting short sales.  
 
The Fund will incur a loss as a result of a short sale if the price of the security increases between the date of 
the short sale and the date on which the Fund replaces the borrowed security.  The Fund will realize a gain 
if the price of the security declines in price between those dates.  The amount of any gain will be decreased, 
and the amount of any loss increased, by the amount of the premium, dividends or interest the Fund may be 
required to pay, if any, in connection with a short sale.  
 
The Fund also may make short sales “against the box,” i.e., when a security identical to or convertible or 
exchangeable into one owned by the Fund is borrowed and sold short.  
 
Until the Fund closes its short  position or replaces the borrowed  security, the Fund will:  (a) maintain a 
segregated account containing cash or liquid securities at such a level that:  (i) the amount deposited in the 
account plus the amount deposited with the broker as collateral will equal the current value of the security 
sold short; and (ii) the amount deposited in the segregated account plus the amount deposited with the 
broker as collateral will not be less than the market value of the security at the time the security was sold 
short; or (b) otherwise cover the Fund’s short position.  The Fund may use up to 100% of its portfolio to 
engage in short sales transactions and collateralize its open short positions. 
 
Risks -- Although the Fund’s gain is limited by the price at which it sold the security short, its potential loss 
is unlimited.  The more the Fund pays to purchase the security, the more it could lose on the transaction, 
and the more the price of Fund shares will be affected.  
 
Selling short magnifies the potential for both gain and loss to the Fund and its investors.  The larger the 
Fund’s short position, the greater the potential for gain and loss.  A strategy involving going short in a 
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particular security is separate and distinct from a strategy of buying and selling the underlying security 
itself. 
 
As the amount of the Fund’s net assets that must and will be segregated or earmarked by the Fund 
custodian increases, the Fund’s flexibility in managing its portfolio decreases.  The Board of Directors will 
monitor the Fund’s short sales to assure compliance with these limitations, that when and as required, Fund 
net assets are being segregated and earmarked, that the Fund is in a position to meet its current obligations 
and to honor requests for redemption, and overall, that the Fund’s portfolio is managed in a manner 
consistent with its stated investment objective. 
 
Swaps and Related Products 
 
The Fund may engage in swap transactions, including, but not limited to, securities index, basket, equity, 
total return, specific security, interest rate, currency and commodity swaps, caps, floors and collars and 
options on swaps (collectively defined as “swap transactions”).  Swap agreements are two-party contracts 
entered into primarily by institutional counterparties for periods ranging from a few weeks to several years.  
In a standard swap transaction, two parties agree to exchange the returns (or differentials in rates of return) 
that would be earned or realized on specified notional investments or instruments.  The gross returns to be 
exchanged or “swapped” between the parties are calculated by reference to a “notional amount,” i.e., the 
return on or increase in value of a particular dollar amount invested in a “basket” of securities representing 
a particular index, in a particular foreign currency or commodity, or at a particular interest rate.   
 
The purchaser of a cap or floor, upon payment of a fee, has the right to receive payments (and the seller of 
the cap is obligated to make payments) to the extent the return on a specified index, security, currency, 
interest rate or commodity exceeds (in the case of a cap) or is less than (in the case of a floor) a specified 
level over a specified period of time or at specified dates.  The purchaser of a collar, upon payment of a fee, 
has the right to receive payments (and the seller of the collar is obligated to make payments) to the extent 
that the return on a specified index, security, currency, interest rate or commodity falls outside an agreed 
upon range over a specified period of time or at specified dates.  The purchaser of an option on a swap, 
upon payment of a fee (either at the time of purchase or in the form of higher payments or lower receipts 
within a swap transaction) has the right, but not the obligation, to initiate a new swap transaction of a pre-
specified notional amount with pre-specified terms with the seller of the option as the counterparty. 
 
During the term of a swap, cap, floor or collar, changes in the value of the instrument are recognized as 
unrealized gains or losses by marking to market to reflect the market value of the instrument.  When the 
instrument is terminated, the Fund will record a realized gain or loss equal to the difference, if any, between 
the proceeds from (or cost of) the closing transaction and the Fund’s basis in the contract. 
 
The Fund’s current obligations under a swap agreement will be accrued daily (offset against any amounts 
owing to the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will be covered 
by segregating assets determined to be liquid.  Obligations under swap agreements so covered will not be 
construed to be “senior securities” for purposes of the Fund’s investment policy concerning senior 
securities. 
 
Notional Amounts -- The “notional amount” of a swap transaction is the agreed upon basis for calculating 
the payments that the parties have agreed upon to exchange.  For example, one swap counterparty may 
agree to pay a return equal to the appreciation or depreciation in an equity index calculated based on a $10 
million notional investment at the end of one year in exchange for receipt of payments calculated based on 
the same notional amount and a fixed rate of interest on a semi-annual basis.  In the event that the Fund is 
obligated to make payments more frequently than it receives payments from the other party, the Fund will 
incur incremental credit exposure to that swap counterparty.  This risk may be mitigated somewhat by the 
use of swap agreements which call for a net payment to be made by the party with the larger payment 
obligation when the obligations of the parties fall due on the same date.  Under most swap agreements 
entered into by us, payments by the parties will be exchanged on a “net basis,” and the Fund will receive or 
pay, as the case may be, only the net amount of the two payments. 
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Counterparties -- The counterparty to any swap agreement will typically be a bank, investment banking 
firm or broker/dealer.  The counterparty will generally agree to pay the Fund the amount, if any, by which 
the notional amount of the swap agreement would have increased in value had it been  invested in the 
particular stocks, plus the dividends that would have been received on those stocks.  The Fund will agree to 
pay to the counterparty a floating rate of interest on the notional amount of the swap agreement plus the 
amount, if any, by which the notional amount would have decreased in value had it been invested in such 
stocks.  Therefore, the return to the Fund on any swap agreement should be the gain or loss on the notional 
amount plus dividends on the stocks less the interest paid by the Fund on the notional amount. 
 
Strategy -- The Fund may enter into swap transactions in an attempt to obtain or preserve a particular return 
at a lower cost than obtaining that return or spread through purchases and/or sales of instruments in cash 
markets, to protect against currency fluctuations, to protect against any increase in the price of securities we 
anticipate purchasing at a later date, or to gain exposure to certain markets in the most economical way 
possible.  The Fund may enter into swap agreements to invest in a market without owning or taking 
physical custody of securities in circumstances in which direct investment is restricted for legal reasons or 
is otherwise impracticable. 
 
Segregated Accounts -- The Fund will maintain cash or liquid assets in a segregated account with its 
custodian in an amount sufficient at all times to cover its current obligations under its swap transactions, 
caps, floors and collars.  If the Fund enters into a swap agreement on a net basis, it will segregate assets 
with a daily value at least equal to the excess, if any, of its accrued obligations to receive under the 
agreement.  If the Fund enters into a swap agreement on other than a net basis, or sell a cap, floor or collar, 
it will segregate assets with a daily value at least equal to the full amount of its accrued obligations under 
the agreement. 
 
Risks -- As mentioned above, swap agreements typically are settled on a net basis, which means that the 
two payment streams are netted out, with the Fund receiving or paying, as the case may be, only the net 
amount of the two payments.  Payments may be made at the conclusion of a swap agreement or 
periodically during its term.  Swap agreements do not involve the delivery of securities or other underlying   
assets.  Accordingly, the risk of loss with respect to swap agreements is limited to the net amount of 
payments that the Fund is contractually obligated to make.  If the other party to a swap agreement defaults, 
the Fund’s risk of loss consists of the net amount of payments that the Fund is contractually entitled to 
receive, if any.  The net amount of the  excess,  if any, of the Fund’s  obligations  over its entitlements  with  
respect to each equity swap will be accrued on a daily basis and an amount of cash or liquid  assets,  having 
an aggregate net asset value at least equal to such accrued excess will be maintained in a segregated 
account by the Fund’s custodian.  Inasmuch as these transactions are entered into for hedging purposes or 
are offset by segregated cash or liquid assets, as permitted by applicable law, the Fund and the Advisor 
believe that these transactions do not constitute senior securities under the 1940 Act and, accordingly, will 
not treat them as being subject to the Fund’s borrowing restrictions. 
 
The amount of the Fund’s potential gain or loss on any swap transaction is not subject to any fixed limit.  
Nor is there any fixed limit on the Fund’s potential loss if it sells a cap or collar.  If the Fund buys a cap, 
floor or collar, however, the potential loss is limited to the amount of the fee that the Fund has paid.  When 
measured against the initial amount of cash required to initiate the transaction, which is typically zero in the 
case of most conventional swap transactions, swaps, caps, floors, and collars tend to be more volatile than 
many other types of instruments. 
 
The use of swap transactions, caps, floors and collars involves investment techniques and risks which are 
different from those associated with portfolio security transactions.  If the Advisor is incorrect in its 
forecasts of market values, interest rates, and other applicable factors, the Fund's investment performance 
will be less favorable than if these techniques had not been used.  These instruments are typically not traded 
on exchanges.  Accordingly, there is a risk that the other party to certain of these instruments will not 
perform its obligations to the Fund or that the Fund may be unable to enter into offsetting positions to 
terminate its exposure or liquidate its position under certain of these instruments when the Fund wishes to 
do so.  Such occurrences could result in losses to the Fund.  The Advisor will, however, consider such risks 
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and will enter into swap and other derivatives transactions only when it believes that the risks are not 
unreasonable. 
 
The Fund will not enter into a swap transaction, cap, floor, or collar, unless the counterparty to the 
transaction is deemed creditworthy by the Advisor.  The Fund bears the risk of loss of the amount expected 
to be received under a swap agreement in the event of the default or bankruptcy of a swap agreement 
counterparty. If a counterparty defaults, however, the Fund may have contractual remedies to the 
agreements related  
to the transaction. 
 
Because they are two-party contracts and because they may have terms of greater than seven days, swap 
agreements may be considered to be illiquid for the Fund’s illiquid investment limitation.  Further, swap 
transactions in which the Fund enters, which generally involve equity securities and having customized 
terms, are not expected to be particularly liquid.  However, the swap market has grown substantially in 
recent years with a large number of banks and investment banking firms acting both as principals and as 
agents utilizing standardized swap documentation.  As a result, certain aspects of the swap market have 
become relatively liquid in comparison with the markets for other similar instruments which are traded in 
the over-the-counter market.  The Advisor, under the supervision of the Board of Directors, is responsible 
for determining and monitoring the liquidity of Fund transactions in swap agreements.  The Advisor will 
consider liquidity in establishing the size and term of swap transactions.  The federal income tax treatment 
with respect to swap transactions, caps, floors, and collars may impose limitations on the extent to which 
the Fund may engage in such transactions. 
 
Indexed Securities 
 
Indexed securities are securities whose prices are indexed to the prices of other securities, securities 
indices, currencies, precious metals or other commodities, or other financial indicators.  Indexed securities 
typically, but not always, are debt securities or deposits whose value at maturity or coupon rate is 
determined by reference to a specific instrument or statistic.  The performance of indexed securities 
depends to a great extent on the performance of the security, currency or other instrument to which they are 
indexed, and may also be influenced by interest rate changes in the country or region in the currency of 
which the indexed security is denominated or based.  At the same time, indexed securities are subject to the 
credit risks associated with the issuer of the security, and their values may decline substantially if the 
issuer’s creditworthiness deteriorates.  Indexed securities may be more volatile than the underlying 
instruments. 
 

PORTFOLIO TURNOVER 
  
While it is difficult to predict, we expect that the annual portfolio turnover rate of the Fund may exceed 
250%.  The Fund’s turnover has been and will likely continue to be higher than average for most mutual 
funds.  Turnover is a function of the Fund's strategy, changing market conditions, the Fund's short-term 
success, which has tended to attract market timers, the volatility of stocks, and the tax gains or losses of the 
Fund.  A higher portfolio turnover rate involves greater transaction costs to the Fund and may result in the 
realization of net capital gains which would be taxable to shareholders when distributed.  For the two most 
recently completed fiscal years, the turnover rates for the Fund were as follows: 
 

Portfolio Turnover for Fiscal Years Ended September 30, 
2007 2006 

89.7% 147.70% 
 
In managing the Fund’s portfolio for the 2007 fiscal year, the Advisor, employing the strategies described 
in the Prospectus, did not have to reallocate the Fund’s portfolio in order to generate returns and reduce 
volatility.  This resulted in a portfolio turnover rate for the Fund’s 2007 fiscal year that was lower than the 
portfolio turnover rate for the Fund’s 2006 fiscal year.  
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Higher portfolio turnover can be a reflection of high returns, which attract market timers, the Fund's tax 
loss carry-forward, which makes the Fund unlikely to have distributions for the year, and the unsettled 
conditions within the market. 

PROXY VOTING 
 
It is the policy of the Fund to vote portfolio company proxies in a manner reasonably expected to ensure 
that proxies are voted in the best interests of the Fund and its shareholders.  Thus, the Fund generally votes 
in line with management’s recommendations, as the Fund believes that management of such portfolio 
companies has its shareholders’ best interests in mind.  However, in cases where there is strong evidence 
that the portfolio company’s proxy proposal is not in the interest of the Fund or its shareholders, the Fund 
will vote against management’s recommendations. 
 
As the Advisor of the Fund, Empiric Advisors, Inc. is responsible for voting proxies of Fund portfolio 
companies according to this policy.  The Fund will follow the above policy with respect to all proxy 
matters received on behalf of the Fund, including, but not limited to, the following particular matters: 
 

Corporate governance matters, including changes in the state of incorporation, mergers and other 
corporate restructurings, and anti-takeover provisions such as staggered boards, poison pills, and 
supermajority provisions; and 

 
Social and Corporate Responsibility Issues 
 
In following the above policy, the Fund will closely examine portfolio company proxy materials with 
respect to certain matters, as the Fund believes such matters may benefit management at the short-term cost 
to shareholders, and thus, may provide strong evidence that the proxy proposal is not in the interest of the 
Fund or its shareholders.  Such matters include, but are not limited to, the following matters: 
 

• Changes to capital structure, including increases and decreases of capital and preferred stock 
issuance; and  

 
• Stock option plans and other management compensation issues. 

 
Conflict of Interest 
 
In the event that a conflict arises between the interests of Fund shareholders and those of the Advisor, the 
Fund’s distributor, or an affiliate of such parties or the Fund, in connection with voting proxies, such 
conflict will be resolved in the manner described below. 
 
As soon as reasonably practicable after becoming aware that such a conflict of interest exists, the Advisor 
shall contact an Independent Director of the Fund.  The Advisor shall disclose the conflict of interest to 
such Independent Director, propose the manner in which it believes the vote should be cast (e.g., for or 
against management, or abstain), and seek the Independent Director’s consent to voting in such manner.  In 
the event the Independent Director determines not to consent to such proposed manner of voting, the 
Advisor shall vote the proxy in the manner directed by the Independent Director. 
 
Upon receiving proxy materials on behalf of the Fund, the Fund’s Portfolio Manager reviews all issues up 
for vote, votes such proxies in accordance with the above Proxy Voting Policy, and submits them to the 
issuer in a timely manner.  
 
The Fund will maintain the following information with respect to each proxy relating to a Fund portfolio 
security:   
 

• The name of the issuer of the portfolio security; 
• The exchange ticker symbol of the portfolio security; 

 B-16



• The CUSIP number for the portfolio security; 
• The shareholder meeting date; 
• A brief identification of the matter voted on; 
• Whether the matter was proposed by the issuer or by a security holder; 
• Whether the Fund cast its vote on the matter; 
• How the Fund cast its vote (e.g., for or against the proposal, or abstain); and 
• Whether the Fund cast its vote for or against management. 

 
Within three business days of receipt of a request for such information, the Fund will send its proxy voting 
record to shareholders.  Information regarding how the Fund voted proxies relating to portfolio securities 
during the most recent 12 month period ended June 30 is available without charge, upon request, by 
calling1-888-839-7424. It is also available on the EDGAR database on the SEC's internet site at 
http://www.sec.gov. 

DISCLOSURE OF PORTFOLIO HOLDINGS 
 
The Fund prohibits the disclosure of information about its portfolio holdings, before such information is 
publicly disclosed, to any outside parties, including individual investors, institutional investors, 
intermediaries, third party service providers to the Advisor or the Fund, rating and ranking organizations, 
and affiliated persons of the Fund or the Advisor (the “Potential Recipients”) unless such disclosure is 
consistent with the Fund’s legitimate business purposes and is in the best interests of its shareholders (the 
“Best Interests Standard”). 
 
The Advisor and the Fund have determined that the only categories of Potential Recipients that meet the 
Best Interests Standard are certain mutual fund rating and ranking organizations and third party service 
providers to the Advisor or the Fund with a specific business reason to know the portfolio holdings of a 
Fund (e.g., securities lending agents) (the “Allowable Recipients”).  As such, certain procedures must be 
adhered to before the Allowable Recipients may receive the portfolio holdings prior to their being made 
public.  Allowable Recipients that get approved for receipt of the portfolio holdings are known as 
“Approved Recipients.”  The Fund's Portfolio Manager or the Chief Compliance Officer (“CCO”) may 
determine to expand the categories of Allowable Recipients only if he or she first determines that the Best 
Interests Standard has been met, and only with the written concurrence of the Advisor’s CCO.  No holdings 
will be released before a five-day lag time has passed. 
 
Portfolio Holdings Disclosure Procedures 
 
Disclosure of portfolio holdings may be requested only by an officer of the Advisor or the Fund by 
completing a holdings disclosure form.  The completed form must be submitted to the Fund’s portfolio 
manager for review and approval.  Whether or not the Proposed Recipient is an affiliated person of the 
Fund or the Advisor, the reviewer must ensure that the disclosure is in the best interests of Fund 
shareholders and that no conflict of interest exists between the shareholders and the Fund or the Advisor.  If 
the Advisor determines that a conflict of interest exists, the portfolio holdings will not be released. 
Following this approval, the form is submitted to the Advisor’s CCO for review, approval and processing.   
 
Neither the Fund nor the Advisor, nor any affiliate of either may receive any compensation or consideration 
for the disclosure of portfolio holdings, although usual and customary compensation may be paid in 
connection with a service delivered, such as securities lending.  Each Allowable Recipient must sign a non-
disclosure agreement before they may become an Approved Recipient.  Pursuant to a duty of 
confidentiality set forth in the non-disclosure agreement, Approved Recipients are (1) required to keep all 
portfolio holdings information confidential and (2) prohibited from trading based on such information. In 
consultation with the Fund’s CCO, the Board of Directors reviews the Fund’s portfolio holdings disclosure 
policy and procedures annually to determine their effectiveness and to adopt changes as necessary.  
Additionally, the CCO will require each Approved Recipient to provide periodical assurances that the 
information provided is used only according to these procedures. 
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Portfolio Holdings Approved Recipients 
 
The Fund currently has only one ongoing arrangement with an Approved Recipient to disclose portfolio 
holdings information prior to their being made public - U.S. Bancorp Fund Services, LLC (“USBFS”).  The 
Fund has selected U.S. Bank, N.A., an affiliate of USBFS, as its custodian for its securities and cash.  
Pursuant to a custodian contract, the Fund employs U.S. Bank, N.A. as the custodian of its assets, U.S. 
Bank, N.A. creates and maintains all records relating to its activities and obligations as custodian and 
supplies the Fund with a tabulation of the securities it owns and that are held by U.S. Bank, N.A.  Pursuant 
to such contract, U.S. Bank, N.A. agrees that all books, records, information and data pertaining to the 
business of the Fund which are exchanged or received pursuant to the contract shall remain confidential, 
shall not be voluntarily disclosed to any other person, except as may be required by law, and shall not be 
used by U.S. Bank, N.A. for any purpose not directly related to the business of the Fund, except with the 
Fund's written consent.  U.S. Bank, N.A. receives reasonable compensation for its services and expenses as 
custodian.   
 
While USBFS is the only Approved Recipient allowed to disclose portfolio holdings, it is permitted under 
this agreement to provide quarterly holdings to certain rating and ranking organizations.  Between the 5th 
and 10th business day of the month following a calendar quarter, USBFS delivers quarterly portfolio 
holdings to various rating and ranking organizations.  Currently, it supplies portfolio holdings to Lipper, 
Morningstar, S&P, and Bloomberg, unless otherwise directed by the Fund, but may include other similarly 
situated ratings and/or ranking organizations as well.  The Portfolio Managers or the Chief Compliance 
Officer will also post the quarterly holdings on a section of the Fund’s website that is available only to 
industry professionals.  No access person shall reveal the name of a security that the Fund intends to 
purchase, unless that security has been previously included in a quarterly portfolio release.  USBFS was 
declared an Approved Recipient according to the procedures described above. 
 
Code of Ethics 
 
The Company and the Advisor have adopted a Code of Ethics.  The Code of Ethics is intended to establish 
standards and procedures to detect and prevent activities by certain persons (“covered persons”) that could 
raise conflict of interest concerns.  The Code of Ethics addresses, among other things, prohibited securities 
transactions, including trading based on material non-public information and reporting requirements for 
covered persons.  In addition, it sets forth the powers and duties of the Code's administrator. 

DIRECTORS AND OFFICERS 
 
The business and affairs of the Fund are managed under the direction of the Fund’s Board of Directors, 
while the Fund’s officers conduct and supervise the daily business operations of the Fund. 
 
The Board approves all significant agreements with those companies that furnish services to the Fund. 
These companies are as follows:  Empiric Advisors, Inc., the Advisor; Quasar Distributors, LLC, the 
Distributor; USBFS, the Transfer Agent and Dividend Disbursing Agent; and U.S. Bank, N.A. the 
Custodian. 
 
The Company is not required to and has no intention of holding annual shareholder meetings, although 
special meetings may be called for purposes such as electing or removing individual members of the 
Company’s Board of Directors or changing fundamental investment policies or for any other matter as 
required by law. 
  
The Audit Committee of the Board of Directors consists of Mr. Clark and Ms. Claflin, two of the 
independent directors.  The Audit Committee meets twice a year, and met twice during the last fiscal year.  
The purpose of the committee is to meet with the Fund’s independent auditors to review the Fund’s 
financial reporting and external audit matters, review fees charged by the auditors and evaluate the 
independence of the auditors.  The committee is also responsible for recommending the selection, retention 
or termination of auditors and for reviewing any other relevant matter to seek to provide the highest level of 
integrity and accuracy in the Fund’s financial reporting. 
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The Directors and Officers of the Fund, their positions held with the Fund and their principal occupations 
during the past five years are set forth below. 
 
 
Independent Directors 
 

 
 
Name, Address 
and Age 

 
 
Position(s) 
withThe 
Company 

 
Term of 
Office and 
Length of 
Time Served 

 
 
Principal 
Occupation  
During Past Five 
Years 

 
Number of 
Portfolios 
in Fund 
Complex 
Overseen 
by 
Directors 

 
 
Other 
Directorships 
Held 

 
Janis A. Claflin 
1301 Capital of Texas 
Highway, Suite B-127 
Austin, TX 78746 
Age: 68 

Director Indefinite term 
since 1995  

President and owner 
of Claflin & 
Associates (provides 
individual and 
family therapy) 
(1985 to Present); 
Chairperson of the 
Trustee Program 
Committee on the 
Board of Directors 
of the Fetzer 
Institute (a private 
research, education 
and service 
foundation) (1987-
present); Licensed 
Marriage and 
Family Therapist. 

1 None 

Edward K. Clark,  
Attorney, CPA 
2508 Ashley Worth Blvd. 
Suite 200 
Austin, TX 78738 
Age: 56 

Director Indefinite term 
since 1995 

Director, Executive 
Vice President, 
General Counsel & 
Chief Financial 
Officer of Emergent 
Technologies, Inc. 
(a biotech venture 
capital firm) (2002 
to present);  
Member–Kelly, 
Hart & Hallman (a 
law firm) (1997 to 
2002); Partner – 
Clark & Clark of 
Austin, Texas (a law 
firm) (1995-1997); 
Certified Public 
Accountant. 

1 None 
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Name, Address 
and Age 

 
 
Position(s) 
withThe 
Company 

 
Term of 
Office and 
Length of 
Time Served 

 
 
Principal 
Occupation  
During Past Five 
Years 

 
Number of 
Portfolios 
in Fund 
Complex 
Overseen 
by 
Directors 

 
 
Other 
Directorships 
Held 

John Henry McDonald, 
CFP 
7200 N. MoPac, Suite 315 
Austin, TX 78731 
Age: 56 

Director  Indefinite term 
since 1995 

President and 
founder of Austin 
Asset Management 
(1990 to present); 
CFP from the 
College for 
Financial Planning; 
Member of the CFP 
Board of Standards; 
President of the 
Austin Society of 
Certified Financial 
Planners. 

1 None 

 
 
Interested Director and Officers 
 

 
 
Name, Address 
and Age 

 
 
Position(s) 
with The 
Company 

 
Term of 
Office and 
Length of 
Time Served 

 
Principal 
Occupation  
During Past Five 
Years 

Number of 
Portfolios 
in Fund 
Complex 
Overseen 

by 
Directors 

 
Other 
Directorships 
Held 

Mark A Coffelt, CFA* 
6300 Bridgepointe Pkwy, 
Bldg. 2, Ste. 105 
Austin, TX 78730 
Age: 53 

Director, 
Chairman of 
the Board, 
President, 
Chief 
Executive 
Officer and 
Chief 
Financial 
Officer  
  

Indefinite term 
since 1995  
 
 
 
 
 
 
 

President of the 
Advisor (formerly 
First Austin Capital 
Management, Inc.) 
(1988 to Present). 

1 None 

Heather McAshan 
6300 Bridgepointe Pkwy, 
Bldg. 2, Ste. 105 
Austin, TX 78759 
Age: 42 

Chief 
Compliance 
Officer 

Indefinite term 
since 2006 

Operations 
Manager, Academy 
Capital 
Management, Texas 
(1999 – 2006). 

N/A None 
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* Mark A. Coffelt is an “interested person” of the Fund, as defined by the 1940 Act, due to the positions he holds 
with the Fund and the Advisor. 

 
The following table presents certain information regarding the beneficial ownership of the Fund's shares as 
of December 31, 2007 by each Director of the Fund owning shares on such date. 
 

Name of Director 

Dollar Range of Equity Securities in 
the Fund (None, $1-$10,000, 10,001-
$50,000, $50,001-$100,000, Over 
$100,000) 

Aggregate Dollar Range 
of Equity Securities in 

all Registered 
Investment Companies 

Overseen by Director  in 
Family of Investment 

Companies 
 
John Henry McDonald $10,001-$50,000 $10,001-$50,000 
Janis Claflin $10,001-$50,000 $10,001-$50,000 
Edward K. Clark $10,001-$50,000 $10,001-$50,000 
Mark Coffelt Over $100,000 Over $100,000 

 
As of December 31, 2007, no Independent Director owned beneficially or of record any securities in the 
Advisor or principal underwriter or in any person controlled by, under common control with, or controlling 
such Advisor or principal underwriter. 
 
Board of Directors Compensation Table 
 
The following table shows the fees paid to the directors by the Company for the fiscal year ended 
September 30, 2007. The Company does not pay any fees to its interested director or officers. 
Ms. McAshan receives compensation from the Advisor for her services as Chief Compliance Officer of the 
Company.  Neither the Company nor the Fund maintain any deferred compensation, pension or retirement 
plans, and no pension or retirement benefits are accrued as Company or Fund expenses. 
 

Name of Person/Position 

Aggregate 
Compensation 
from Fund** 

Total Compensation 
from Fund Complex 

Paid to Trustees 

Mark A. Coffelt* $0 $0 
Edward K. Clark $9,000 $9,000 
John H. McDonald $9,000 $9,000 
Janis Claflin $9,000 $9,000 

 
* Interested director 
** Such compensation is paid by the Advisor as part of the administrative expense to the Fund. 
 

PRINCIPAL HOLDERS OF SECURITIES 
 
As of December 31, 2007, officers and directors of the Company owned 2.00% of all outstanding securities 
of the Fund in the aggregate.  To the knowledge of the Fund's management, as of December 31, 2007, the 
persons owning beneficially more than 5% of the outstanding shares of the Fund were as follows: 
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Core Equity Fund, Class C Shares 
 

Name and Address % Ownership Type of Ownership 

Robert W. Baird & Co., Inc. 
777 East Wisconsin Avenue 
Milwaukee, WI 53202-5300 

5.99% Record 

 
Core Equity Fund, Class A Shares 
 

Name and Address % Ownership Type of Ownership 

Charles Schwab & Co., Inc. 
101 Montgomery St. 
San Francisco, CA 94104-4151 

36.60% Record 

 
Any person who beneficially owns more than 25% of the outstanding shares of the Fund or a class may be 
considered a “controlling person” of the Fund or a class.  Shareholders with a controlling interest could 
affect the outcome of proxy voting or the direction of management of the Fund. 
 

INVESTMENT ADVISOR 
 
The Advisor is controlled by Mark A. Coffelt, an affiliated person of the Fund, and his wife, Jane Coffelt 
through a partnership which owns 100% of the outstanding shares of the Advisor.  Mark A. Coffelt is the 
President of the Company, Chief Investment Officer of the Fund, as well as President and Chief Investment 
Officer of both the Advisor and Empiric Distributors, Inc.  
 
Pursuant to an Advisory Agreement, the Advisor renders investment advisory services to the Fund, subject 
to the supervision and direction of the Board of Directors of the Fund.  As compensation for the services 
rendered to the Fund by the Advisor, the Fund pays the Advisor an annual fee of one percent of the net 
assets of the Fund.  Such fees are accrued daily and payable monthly in arrears on the first day of each 
calendar month. 
 
The Fund assumes and pays all the expenses required for the conduct of its business including, but not 
limited to, salaries of administrative and clerical personnel, brokerage commissions, taxes, insurance, fees 
of the transfer agent, custodian, legal counsel and auditors, association fees, costs of filing, printing and 
mailing proxies, reports and notices to shareholders, preparing, filing and printing the Prospectus and SAI, 
fees paid pursuant to the Fund’s plan of distribution adopted in accordance with Rule 12b-1 under the 1940 
Act, payment of dividends, costs of stock certificates, costs of shareholder meetings, fees of the 
independent directors, necessary office space rental, all expenses relating to the registration or qualification 
of shares of the Fund under applicable Blue Sky laws and reasonable fees and expenses of counsel in 
connection with such registration and qualification and such non-recurring expenses as may arise, 
including, without limitation, actions, suits or proceedings affecting the Fund and the legal obligation 
which the Fund may have to indemnify its officers and directors with respect thereto; provided, however, 
that the Advisor may, through a separate agreement with the Fund, agree to assume any of these expenses 
in consideration of such compensation payable thereunder. 
 
Under the Advisory Agreement, the Advisor directs portfolio transactions to broker/dealers for execution 
on terms and at rates that it believes, in good faith, to be reasonable in view of the overall nature and 
quality of services provided by a particular broker/dealer, including brokerage and research services.  The 
Advisor may also allocate portfolio transactions to broker/dealers that remit a portion of their commissions 
as a credit against Fund expenses.  With respect to brokerage and research services, the Advisor may 
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consider in the selection of broker/dealers brokerage or research services provided and payment may be 
made of a fee higher than that charged by another broker/dealer that does not furnish brokerage or research 
services or which furnishes brokerage or research services deemed to be of lesser value, so long as the 
criteria of Section 28(e) of the Securities Exchange Act of 1934, as amended, or other applicable laws are 
met.  Although the Advisor may direct portfolio transactions without necessarily obtaining the lowest price 
at which such broker/dealer, or another, may be willing to do business, the Advisor will seek the best value 
for the Fund on each trade that circumstances in the market place permit, including the value inherent in 
on-going relationships with quality brokers.  To the extent any such brokerage or research services may be 
deemed to be additional compensation to the Advisor from the Fund, it is authorized by the Advisory 
Agreement.  The Advisor may place brokerage for the Fund through an affiliate of the Advisor, provided 
that the Fund does not deal with such affiliate in any transaction in which such affiliate acts as principal; 
the commissions, fees or other remuneration received by such affiliate are reasonable and fair compared to 
the commission, fees or other remuneration paid to other brokers in connection with comparable 
transactions involving similar securities being purchased or sold on a securities exchange during a 
comparable period of time; and such brokerage be undertaken in compliance with applicable law.  The 
Advisor’s fees under the Advisory Agreement shall not be reduced by reason of any commissions, fees or 
other remuneration received by such affiliate from the Fund. 
 
Under the Advisory Agreement the Advisor is not liable to the Fund or any shareholder of the Fund for any 
error of judgment or mistake of law or for any loss suffered by the Fund or the Fund’s shareholders in 
connection with the performance of the agreement, except any liability to the Fund or the Fund’s 
shareholders by reason of willful misfeasance, bad faith or gross negligence in the performance of its duties 
or by reason of reckless disregard of its obligations and duties thereunder. 
 
The total amount of advisory fees for the last three years were as follows: 
 
 Advisory Fees Paid During Fiscal Years 

Ended September 30, 
 2007 2006 2005 
Fees Accrued $756,825 $915,415 $563,843 
Fees and Expenses Waived by Advisor $0 $0 $0 
Total Fees and Expenses Paid to Advisor $756,825 $915,415 $563,843 
 
The Advisory Agreement was first approved by the Board of Directors for a two-year period commencing 
September 30, 2004.  Thereafter, the Advisory Agreement continues on a year-to-year basis pending 
approval at least annually by either the Board of Directors or the holders of a majority of the outstanding 
voting securities of the Fund, but in either event, the continuation of the term of the Advisory Agreement 
must also be approved by a majority of the Independent Directors (i.e., Directors who are neither parties to 
the agreement nor interested persons as defined in the Investment Company Act of 1940) at a meeting 
called for such purpose.  The Advisory Agreement reads that in the event of an assignment by the Advisor, 
the Advisory Agreement will terminate automatically. 
 
The Advisor also provides administrative services to the Fund pursuant to an Administration Agreement. 
 
As administrator, the Advisor provides the following support services: 
 

1. Establishing and maintaining shareholders' accounts and records; 
 

2. Processing purchase and redemption transactions; 
 

3. Answering routine client inquiries regarding the Fund; 
 

4. Preparing registration statements, prospectuses, tax returns and proxy statements; and 
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5. Providing daily valuation of the Fund, calculating the daily net asset value per share and 
providing such other services to the Fund as the Company may reasonably request. 

 
The Advisor may assign administrative services to other groups and providers without automatic 
termination of the Agreement.  All fees are computed on the average daily closing net asset value of the 
Fund and are payable quarterly. 
 
As compensation for those administration services, the Advisor receives a fee, as shown in the table below: 
 

Administration Fee Net Assets 
0.70% $1 – $5 million 
0.50% Over $5 million - $30 million 
0.28% Over $30 million - $100 million 
0.25% Over $100 million - $200 million 
0.20% Over $200 million 

 
All assets in the Fund for the purposes of the administration fee calculation are to be rounded to the nearest 
dollar prior to the computation of any fee owed. 
 

Administration Fees 
Paid During Fiscal Years Ended September 30, 

 
2007 2006 2005 

$287,911 $332,048 $233,876 
 

PORTFOLIO MANAGER 
 
The following provides information regarding the portfolio manager, Mark A. Coffelt, identified in the 
Fund’s Prospectus: (1) the dollar range of the portfolio manager’s investments in the Fund; (2) a 
description of the portfolio manager’s compensation structure; and (3) information regarding other 
accounts managed by the portfolio manager and potential conflicts of interest that might arise from the 
management of multiple accounts. 
 
Investments in the Fund 
(As of September 30, 2007) 
 

Name of Portfolio Manager 

Dollar Range of Securities in the Fund  
(None, $1-$10,000, $10,001-$50,000, $50,001-

$100,000, $100,001 - $500,000, $500,001 - 
$1,000,000, Over $1,000,000)(1) 

Aggregate Dollar Range 
of Equity Securities in 
all Registered 
Investment Companies 
Overseen by Portfolio 
Manager in Family of 
Investment Companies 

   
Mark A. Coffelt Over $1,000,000 Over $1,000,000 
------------------------ 
(1) This column reflects investments in the Fund’s shares owned directly by a portfolio manager or beneficially 

owned by a portfolio manager (as determined in accordance with Rule 16a-1(a)(2) under the Securities Exchange 
Act of 1934, as amended).  A portfolio manager is presumed to be a beneficial owner of securities that are held by 
his or her immediate family members sharing the same household. 
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Description of Compensation Structure 
 
The objective of the Advisor’s compensation program is to provide pay and long-term compensation for its 
employees that is competitive with the mutual fund/investment advisory market relative to the Advisor’s 
size, and to align the interests of its investment professionals with that of its clients and overall firm results.  
Overall firm profitability determines the total amount of variable compensation pool that is available for 
investment professionals. 
 
For the fiscal year ended September 30, 2007, the portfolio manager was compensated with a combination 
of base salary, variable compensation, deferred compensation, and profit sharing.  Starting on the Fiscal 
Year beginning October 1, 2005, the portfolio manager’s total compensation is determined through an 
objective process that evaluates numerous factors.  The factors that may be reviewed include the following: 
 

Average of after tax and pre tax returns; 
Risk taken to produce returns; 
Comparison with a broad market index; 
Trailing one year performance; 
Trailing three year performance; and 
Trading costs. 

 
Compensation for Mr. Coffelt has a component tied to the profitability of the Advisor as well as the 
component tied to investment performance described above.  The profitability of the Advisor is a function 
of the Fund’s total net assets, the assets of other accounts, and the revenues received from Empiric 
Distributors, Inc., a broker/dealer that is wholly-owned and controlled by the Advisor (see “Affiliated 
Transactions”). 
 
In addition to Mr. Coffelt’s compensation described above, Mr. Coffelt is also the portfolio manager of 
separately managed accounts.  
 
All members of the Advisor’s staff participate in profit-sharing (technically, salary which is a function of 
relative corporate profitability, invested entirely in Fund shares).  
 
Other Managed Accounts 
(As of September 30, 2007) 
 
The Advisor’s portfolio manager uses proprietary quantitative investment models that are used in 
connection with the management of the Fund and other separate accounts managed for organizations and 
individuals.  The following chart reflects information regarding accounts, excluding the Fund, for which the 
portfolio manager has day-to-day management responsibilities.  Accounts are grouped into three categories:  
(i) mutual fund, (ii) other pooled investment vehicles, and (iii) other accounts.  To the extent that any of 
these accounts pay advisory fees that are based on account performance (“performance-based fees”), 
information on those accounts is specifically broken out. 
 
Mark Coffelt 
 
 

  with Advisory Fee based on 
performance 

 
 

Type of Accounts 
Number of 
Accounts 

Total 
Assets 

Number of 
Accounts 

Total 
Assets 

Registered Investment Companies 0 $0 0 $0.00 
Other Pooled Investments 37 $93,108,459 30 $18,014,022 
Other Accounts 37 $93,108,459 30 $18,014,022 
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Potential Conflicts of Interest 
 
When a portfolio manager has day-to-day management responsibilities with respect to more than one 
account, the potential for conflicts of interest may arise.  Set forth below is a description of material 
conflicts of interest that may arise in connection with a portfolio manager who manages multiple accounts: 
 
The management of multiple accounts may result in a portfolio manager devoting varying periods of time 
and attention to the management of each account.  As a result, the portfolio manager may not be able to 
formulate as complete a strategy or identify equally attractive investment opportunities for each of those 
accounts as might be the case if he were to devote substantially more attention to the management of a 
single fund.  The Advisor believes this problem may be significantly mitigated by Empiric Advisors, Inc.’s 
use of quantitative models, which drive stock picking decisions of its actively managed accounts. 
 
If a portfolio manager identifies an investment opportunity that may be suitable for more than one account, 
the Fund may not be able to take full advantage of that opportunity due to an allocation of filled purchase 
or sale orders across the eligible accounts.  Accordingly, the Advisor has developed guidelines to address 
the priority order in allocating investment opportunities. 
 
At times, a portfolio manager may determine that an investment opportunity may be appropriate for only 
the Fund or other accounts for which he exercises investment responsibility, or may decide that the Fund or 
other accounts should take differing positions with respect to a particular security.  In these cases, the 
portfolio manager may place separate transactions for the Fund or other accounts, which may affect the 
market price of the security or the execution of the transaction, or both, to the detriment of the Fund or one 
of the other accounts. 
 
With respect to securities transactions for the Fund, the Advisor determines which broker to use to execute 
each order, consistent with its duty to seek best execution of the transaction.  With respect to certain other 
accounts (such as other pooled investment vehicles that are not registered mutual funds, and other accounts 
managed for organizations and individuals), the Advisor may be limited by the client with respect to the 
selection of brokers or may be instructed to direct trades through a particular broker.  The Advisor may 
place separate, non-simultaneous, transactions for the Fund and another account that may temporarily affect 
the market price of the security or the execution of the transaction, or both, to the detriment of the Fund or 
the other account.  The Advisor seeks to mitigate this problem through a random rotation of order in the 
allocation of executed trades. 
 
The appearance of a conflict of interest may arise where the Advisor has an incentive, such as a 
performance based management fee or other differing fee structure, which relates to the management of the 
Fund or other account but not all accounts with respect to which a portfolio manager has day-to-day 
management responsibilities. 
 
The Advisor and the Fund have adopted certain compliance policies and procedures that are designed to 
address these types of potential conflicts.  However, there is no guarantee that such procedures will detect 
each and every situation in which an actual or potential conflict may arise. 

SERVICE PROVIDERS 
 
Pursuant to a Fund sub-administration agreement (the “Sub-Administration Agreement”) between the 
Advisor and USBFS, 615 East Michigan Street, Milwaukee, Wisconsin, 53202 (the “Sub-Administrator”), 
the Sub-Administrator acts as the Fund’s sub-administrator.  USBFS also acts as Fund accountant, transfer 
agent (“Transfer Agent”) and dividend disbursing agent under separate agreements with the Advisor.  
Under the contracts, USBFS processes purchase and redemption requests, generates shareholder statements 
and confirmations, and keeps track of shareholder records.  USBFS also handles the daily NAV 
computation, fund accounting, and custody of the Fund’s assets.  For the transfer agent services that 
USBFS provides, compensation is based on number of shareholder accounts.  In this capacity, the Sub-
Administrator does not have any responsibility or authority for the management of the Fund, the 
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determination of investment policy, or for any matter pertaining to the distribution of Fund shares.  The 
Advisor, as the administrator of the Fund, pays USBFS for its services as sub-administrator. 
 
Pursuant to a Custodian Agreement between U.S. Bank, National Association and the Fund,  U.S. Bank 
serves as the custodian (“Custodian”) of the Fund’s assets and receives fees on a transaction basis plus out-
of-pocket expenses.  For custodial services, compensation is based on asset size and transactions according 
to a sliding schedule, and providing, at the Custodian’s own expense, office facilities, equipment and 
personnel necessary to carry out its duties.  The Custodian’s address is Custody Operations, 1555 North 
River Center Drive, Suite 302, Milwaukee, Wisconsin, 53212.  The Custodian does not participate in 
decisions relating to the purchase and sale of securities by the Fund. 
 
Tait, Weller & Baker LLP, 1818 Market Street, Suite 2400, Philadelphia, Pennsylvania, 19103 is the 
independent registered public accounting firm for the Fund whose services include auditing the Fund’s 
statement of assets and liabilities, including the schedule of portfolio investments, the related statements of 
operations and changes in net assets, and the financial highlights for the periods then ended, for the purpose 
of expressing an opinion as to whether the financial statements and financial highlights present fairly the 
financial positions, results of operations and changes in net assets in conformity with accounting principles 
generally accepted in the United States of America. 
 
Godfrey & Kahn, S.C., 780 North Water Street, Milwaukee, Wisconsin 53202 is counsel to the Fund and 
provides counsel on legal matters relating to the Fund. 

DISTRIBUTION OF THE FUND’S SHARES 
 
The following information is in addition to the Company's relationship with the Distributor outlined in the 
prospectus.  This distribution information applies to both classes of shares. 
 
Effective October 1, 2007, Quasar Distributors, LLC, 615 East Michigan Street, Milwaukee, Wisconsin, 
53202, is the Company’s Distributor, and acts as the principal underwriter of the shares of the Fund.  The 
Distributor agrees to use its best efforts to promote, offer for sale, and sell the shares of the Fund to the 
public on a continuous basis whenever and wherever it is legally authorized to do so. 
 
The following table reflects the commissions and other compensation received by the previous Distributor, 
Rafferty Capital Markets, LLC, from the Fund during the previous three fiscal years. 
 
 Underwriting Commissions 

(Aggregate Amount/Amount Retained) 
2007 $17,391/$17,391 
2006 $44,447/$44,447 
2005 $27,368/$27,368 

 
Rule 12b-1 Plan 
 
The Fund has adopted separate Distribution Plans pursuant to Rule 12b-1 under the 1940 Act for each Class 
of shares under which the Company contracts with registered broker-dealers and their agents to distribute 
shares of the Fund.  The amount paid to the Distributor under these plans for the past three fiscal years was 
as follows:  
 

 Amounts Paid to Distributor for Fiscal Years Ended September 30, 
 2007 2006 2005 

Class A $181,906 $224,234 $140,961 
Class C $29,201 $18,479 $N/A* 

* Commencement of operations for Class C shares was October 7, 2005. 
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The plan was adopted because of its anticipated benefits to the Fund.  These include: the ability to realize 
economies of scale as a result of increased promotion and distribution of the Fund’s shares; an 
enhancement in the Fund’s ability to maintain accounts and improve asset retention; increased stability of 
net assets for the Fund, increased stability in the Fund’s investment positions; and greater flexibility in 
achieving investment objectives. 
 
The following tables detail payments made under the Company's 12b-1 Plans during fiscal 2007: 
 

Actual 12b-1 Expenditures Paid by the Fund During the Fiscal 
Year Ended September 30, 2007 

Class A Total Dollars 
Allocated 

Advertising/Marketing $21,000 
Printing/Postage $ 
Payment to distributor $ 
Payment to dealers $160,906 
Compensation to sales personnel $0 
Other             $0 
Total $181,906 

 
Actual 12b-1 Expenditures Paid by the Fund During the Fiscal 

Year Ended September 30, 2007 
Class C Total Dollars 

Allocated 
Advertising/Marketing $0 
Printing/Postage $0 
Payment to distributor $0 
Payment to dealers $29,201 
Compensation to sales personnel $0 
Other             $0 
Total $29,201 

 
The plan compensates the Distributor regardless of the expenses it actually incurs.  The 12b-1 expenses for 
the Fund are used to pay fund “supermarket” fees, to provide distribution assistance to brokers for the sale 
of Fund shares and for offsetting Distributor costs.  The Distributor may utilize these amounts to reimburse 
distribution expenses incurred by the Advisor.  The 12b-1 fees also may be used to pay the Advisor for 
advancing commissions to securities dealers for the initial sale of Class C shares. 
 
Rule 12b-1 permits an investment company to pay expenses associated with the distribution of its shares in 
accordance with a plan adopted by its Board of Directors and approved by its shareholders.  Pursuant to 
such rule, the Board of Directors has approved and entered into a 12b-1 plan for Class A shares and a  
12b-1 plan for Class C shares, as described below. 
 
In adopting the 12b-1 plans, the Board of Directors (including a majority of Independent Directors) 
determined that there was a reasonable likelihood that the 12b-1 plans would benefit the Fund and the 
shareholders of the affected classes.  Pursuant to Rule 12b-1, information with respect to revenues and 
expenses under the 12b-1 plans is presented to the Board of Directors quarterly for its consideration in 
connection with its deliberations as to the continuance of the 12b-1 plans.  Continuance of the 12b-1 plans 
must be approved by the Board of Directors (including a majority of the independent directors) annually.  
The 12b-1 plans may be amended by a vote of the Board of Directors (including a majority of the 
independent directors), except that the 12b-1 plans may not be amended to materially increase the amount 
to be spent for distribution without majority approval of the shareholders of the affected class.  The 12b-1 
plans terminate automatically in the event of an assignment and may be terminated upon a vote of a 
majority of the independent directors or by vote of a majority of outstanding shareholder votes of the 
affected class. 
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All fees paid under the 12b-1 plans will be made in accordance with Section 26 of the Rules of Fair 
Practice of the Financial Industry Regulatory Authority, Inc. 
 
The Distributor enters into contracts with various banks, broker-dealers, insurance companies and other 
financial intermediaries, with respect to the sale of the Fund’s shares and/or the use of the Fund’s shares in 
various investment products or in connection with various financial services. 
 
Pursuant to the 12b-1 plans, the Class A shares pay the Distributor, as paying agent for the Fund, a fee 
equal to 0.25% annually of the average daily net asset value of the Class A shares of the Fund.  The Class C 
shares pay the Distributor, as paying agent for the Fund, a fee equal to 1.00% annually (0.75% for 12b-1 
fees and 0.25% for shareholder servicing fees) of the average daily net asset value of the Class C shares of 
the Fund.   
 
In addition to the distribution and servicing fee, the Distributor expects to pay sales commissions to the 
financial intermediaries who sell Class C shares of the Fund.  Payments will equal 1.00% of the purchase 
price of the Class C shares of the Fund sold by the intermediary.  The Distributor will make the distribution 
and individual shareholder services fee payments described above to the financial intermediaries involved 
on a quarterly basis. 

BROKERAGE 
 
Soft-Dollars 
 
The Fund requires all brokers who effect securities transactions to give prompt execution at favorable 
prices.  Some brokers provide research and trade execution services to the Advisor for commission rates 
that are higher than the lowest available rates (soft dollars).  The Advisor will only use brokers that charge 
rates that are reasonable and commensurate with the services they provide.  It will only effect securities 
transactions at higher than the lowest available rates if the benefits provided by the broker assist it directly 
in the investment decision making process and the commission rates are reasonable.  Brokerage is the 
property of the client, and it is the Advisor’s responsibility to trade solely for the benefit of the clients of 
the Advisor and not for the benefit of the Advisor itself. Some Fund transactions that provide research and 
trading services benefit some or all of the Advisor’s clients.  And conversely, research and execution 
services provided through trading the Advisor’s other accounts may benefit the Fund’s shareholders.  It is 
impossible to separately determine the benefits from research services for each advisory account. 
 
Subject to the supervision of the Directors, decisions to buy and sell securities for the Fund, and negotiation 
of its brokerage commission rates, are made by the Advisor.  Transactions on United States stock 
exchanges involve the payment by the Fund of negotiated brokerage commissions.  There is generally no 
stated commission in the case of securities traded in the over-the-counter market but the price paid by the 
Fund usually includes an undisclosed dealer commission or mark-up.  In certain instances, the Fund may 
make purchases of underwritten issues at prices which include underwriting fees. 
 
In selecting a broker to execute each particular transaction, the investment advisor will take the following 
into consideration: 
 

• The best net price available; 
 

• The reliability, integrity and financial condition of the broker; 
 

• The size of and difficulty in executing the order; 
 

• The value of the expected contribution of the broker to the investment performance of the Fund on 
a continuing basis. 
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Accordingly, the cost of the brokerage commissions to the Fund in any transaction may be greater than that 
available from other brokers if the difference is reasonably justified by other aspects of the research and 
brokerage services offered.  For example, the Advisor will consider the research and brokerage services 
provided by brokers or dealers who effect or are parties to portfolio transactions of the Fund or the 
Advisor’s other clients.  Such research and brokerage services include statistical and economic data and 
research reports on particular companies and industries as well as research and execution systems and 
software.  Subject to such policies and procedures as the Directors may determine, the Advisor shall not be 
deemed to have acted unlawfully or to have breached any duty solely by reason of its having caused the 
Fund to pay a broker that provides research services to the Advisor an amount of commission for effecting 
a portfolio investment transaction in excess of the amount another broker would have charged for effecting 
that transaction, if the Advisor determines in good faith that such amount of commission was reasonable in 
relation to the value of the research services provided by such broker viewed in terms of either that 
particular transaction or the Advisor’s ongoing responsibilities with respect to the Fund.  Research and 
investment information and execution services provided by these and other brokers at no cost to the 
Advisor is available for the benefit of other accounts advised by the Advisor and its affiliates, and not all of 
the information will be used in connection with the Fund.  While this information may be useful in varying 
degrees and may tend to reduce the Advisor’s expenses, it is not possible to estimate its value and, in the 
opinion of the Advisor, it does not reduce the Advisor’s expenses in a determinable amount.  The extent to 
which the Advisor makes use of statistical, research and other services furnished by brokers is considered 
by the Advisor in the allocation of brokerage business but there is no formula by which such business is 
allocated.  The Advisor does so in accordance with its judgment of the best interests of the Fund and its 
shareholders. 
 
For the last three fiscal years, the amount of brokerage commissions paid by the Fund was as follows:  
 

Aggregate Brokerage Commissions  
Paid During Fiscal Years Ended September 30, 

 
2007 2006 2005 

$243,281 $567,164 $384,386 
 
 
Affiliated Transactions 
 
The Board reviews affiliated brokerage transactions quarterly.  During fiscal 2007, these commissions 
represented 40.28% of the aggregate brokerage commissions paid by the Fund and 21.69% of the aggregate 
dollar amount of transactions involving the payment of commissions by the Fund. 
 
For the last three fiscal years, the aggregate amount of brokerage commissions paid by the Fund to Empiric 
Distributors, Inc., an affiliated broker/dealer owned by the Advisor, was as follows:   
 

Aggregate Commissions Paid to Empiric Distributors, Inc. 
During Fiscal Years Ended September 30, 

 
2007 2006 2005 

$97,992 $348,707 $262,464 
 
Empiric Distributors, Inc. is currently the Fund’s only affiliated broker. 
 
Multiple Class Structure 
 
The Company’s Board of Directors has adopted a multiple class plan pursuant to Rule 18f-3 under the 1940 
Act. Pursuant to such plan, the Fund may issue two classes of shares: Class A shares and Class C shares. 
The Fund offers both share classes. 
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Both classes are made available to investors directly with a load or commission or through financial 
intermediaries.  The total management fee is the same as for Class A shares, but the Class C shares also are 
subject to a higher fee pursuant to its Rule 12b-1 distribution plan described above.   

NET ASSET VALUE 
 
Assets belonging to the Fund consist of the consideration received upon the issuance of shares of the Fund 
together with all net investment income, earnings, profits, realized gains/losses and proceeds derived from 
the investment thereof, including any proceeds from the sale of such investments, any funds or payments 
derived from any reinvestment of such proceeds, and a portion of any general assets of the Company not 
belonging to a particular series.  Positions held in the Fund will be valued daily at the last quoted sale price 
as of the close of the New York Stock Exchange at 4:00 PM EST.  The Fund will be charged with the direct 
liabilities of the Fund and with a share of the Company's general liabilities.  Subject to the provisions of the 
Articles of Incorporation and the Bylaws of the Company, determinations by the Directors as to the direct 
and allocable expenses and the allocable portion of any general assets with respect to a particular fund are 
conclusive.  Currently, the Company has only one series. 
 
Net Asset Value (Pricing) 
 
The NAV will be determined as of the close of the New York Stock Exchange on each day the exchange is 
open.  The NAV for each class of shares of the Fund is calculated by adding the total value of a Fund’s 
investments and other assets attributable to each class, subtracting the liabilities for that class, and then 
dividing that figure by the number of outstanding shares of the class: 
 

NAV  Value of Fund Assets - Liabilities 
 = ----------------------------------------- 
  Number of Outstanding Shares 

 
 
The Fund’s NAV for a Class A share as of September 30, 2007 was as follows: 
 

$39.64  $70,316,460 
 = ----------------------------------------- 
  1,773,894 

 
The Fund’s NAV for a Class C share as of September 30, 2007 was as follows: 
 

$39.06  $2,917,409 
 = ----------------------------------------- 
  74,696 

 
 
The NAV for Class A shares will differ from the NAV for Class C shares due to the difference in their 
expenses. 
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PURCHASE AND REDEMPTION OF SHARES 
 
The following information is in addition to the details in the prospectus under the headings, “How do I 
Purchase Shares?,” “How do I Sell Shares?” and “What Else do I Need to Know Before Investing?” 
 
The following table depicts the breakpoints of the sales charges for Class A shares including the dealer 
reallowance.  
 
Transaction Amount As a % 

of the Public 
Offering Price 

As a % 
of the Net 

Amount Invested 
Dealer 

Reallowance 
Less than $50,000 5.75% 6.10% 5.00% 
$50,000 but less than $100,000 4.75% 4.99% 4.00% 
$100,000 but less than $250,000 3.75% 3.90% 3.00% 
$250,000 but less than $500,000 2.75% 2.83% 2.25% 
$500,000 but less than $1 million 2.00% 2.04% 1.75% 
$1 million* and up 0.00% 0.00% 0.00% 
 
* For single purchases aggregating $1 million or more, you will not pay an initial sales charge.  The Advisor will pay the authorized 
broker 1% of the amount invested.  On these purchases, a contingent deferred sales charge of 1% is levied on redemptions occurring 
within 12 months of the investment and is paid to the Advisor. 
 
Directors, Officers, Employees of the Fund, the Advisor and the Distributor, and their family members and 
retirement plans, are exempt from the sales charge on Class A shares provided that such persons notify the 
Fund in writing at the time of purchase.  
 
Nonpayment 
 
If any order to purchase shares is cancelled due to nonpayment or if the Company does not receive good 
funds either by check or electronic funds transfer, the Transfer Agent will treat the cancellation as a 
redemption of shares purchased, and you will be responsible for any resulting loss incurred by the 
Company.  If you are a shareholder, the Transfer Agent can redeem shares from any of your account(s) as 
reimbursement for all losses.  In addition, you may be prohibited or restricted from making future 
purchases in the Fund.  A $25 fee is charged for all returned items, including checks and electronic funds 
transfers. 
 
Transfer of Shares 
 
You may transfer Fund shares to another person by sending written instructions to the Transfer Agent.  The 
account must be clearly identified, and you must include the number of shares to be transferred, and the 
signatures of all registered owners, which are the subject of transfer.  You also need to send written 
instructions signed by all registered owners and supporting documents to change an account registration 
due to events such as divorce, marriage, or death, and a signature guarantee will be required to transfer 
shares or change ownership of an account.  If a new account needs to be established, you must complete 
and return an application to the Transfer Agent. 
 
Additional Information on Redeeming Shares 
 
The right of redemption may be suspended by the Fund, or the date of payment postponed by the Fund, 
beyond the normal seven-day period, under the following conditions authorized by the 1940 Act: 
 

• For any period during which the New York Stock Exchange is closed, other than customary 
weekend or holiday closings, or during which trading on the New York Stock Exchange is 
restricted; 
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• For any period during which an emergency exists as a result of which disposal by the Fund of 

securities owned by it is not reasonably practical, or it is not reasonably practical for the Fund to 
determine the fair value of its net assets; and 

 
• For such other periods as the SEC may by order permit for the protection of the Fund's 

shareholders. 
 
It is possible that conditions may exist in the future which would, in the opinion of the Board of Directors, 
make it undesirable for the Fund to pay for redemptions in cash.  In such cases the Board may authorize 
payment to be made in portfolio securities of the Fund.  However, the Fund has obligated itself under the 
1940 Act to redeem for cash all shares presented for redemption by any one shareholder up to $250,000 (or 
1% of the Fund's net assets if that is less) in any 90-day period.  Securities delivered in payment of 
redemptions are valued at the same value assigned to them in computing the net asset value per share of the 
Fund.  Shareholders receiving such securities generally will incur brokerage costs on their sales. 
 
Automatic Investment Plan 
 
The Fund offers an automatic investment plan detailed in the Fund’s prospectus under the heading “How 
do I Purchase Shares?” that allows shareholders automatic periodic investment in the Fund.  Engaging in 
this type of investment plan allows you to dollar cost average your purchases.  Details on the benefits of 
dollar cost averaging are in APPENDIX B. 
 

TAX-DEFERRED RETIREMENT PLANS 
  
Federal taxes on current income may be deferred if you qualify for certain types of retirement programs.   
Retirement plan applications for the IRA programs should be sent directly to: 
 
U.S. Bancorp Fund Services, LLC 
P.O. Box 701 
Milwaukee, WI 53201-0701 
 
U.S. Bank, N.A. serves as “Custodian” for these tax-deferred retirement plans under the programs made 
available by the Company.  Applications for these retirement plans received by the Fund will be forwarded 
to the Custodian for acceptance. 
 
An administrative fee of $15 is deducted from the money sent to you after closing an account.  This charge 
is subject to change as provided in the various agreements.  There may be additional charges, as mutually 
agreed upon between you and the Custodian, for further services requested of the Custodian. 
 
Each employer or individual establishing a tax-deferred retirement plan is advised to consult with a tax 
advisor before establishing the plan. 
 

TAX STATUS 
 
The Fund intends to continue to qualify for treatment as a regulated investment company under Subchapter 
M of the Internal Revenue Code of 1986, as amended (the “Code”).  Accordingly, the Fund generally must: 
 

Derive in each taxable year at least 90% of its gross income from dividends, interest, payments 
with respect to certain securities loans, gains from the sale or other disposition of stock, securities 
or foreign currencies, other income derived from its business of investing in such stock, securities 
or currencies, and net income derived from an interest in a qualified publicly traded partnership; 
and diversify its holdings so that, at the end of each fiscal quarter, (i) at least 50% of the market 
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value of the Fund's assets is represented by cash, U.S. Government securities, the securities of 
other regulated investment companies and other securities, with such other securities limited, in 
respect of any one issuer, to an amount not greater than 5% of the value of the Fund's total assets 
and 10% of the outstanding voting securities of such issuer, and (ii) not more than 25% of the 
value of its total assets is invested in the securities of any one issuer (other than U.S. Government 
securities and the securities of other regulated investment companies) or the securities of one or 
more publicly traded partnerships. 

 
As a regulated investment company, the Fund generally will not be subject to U.S. federal income tax on 
income and gains that it distributes to shareholders, if the Fund distributes at least 90% of the Fund’s 
taxable income (which includes, among other items, dividends, interest and the excess of any net short-term 
capital gains over net long-term capital losses) for the taxable year.  The Fund intends to distribute 
substantially all of such income.  Investment income received by the Fund from investments in foreign 
countries may be subject to foreign income taxes withheld at the source.  The Advisor does not anticipate 
that the Fund will “pass through” these taxes to shareholders, but instead that it will deduct them. 
 
If the Fund failed to qualify for treatment as a regulated investment company for any taxable year, it would 
be taxed on the full amount of its taxable income for that year without being able to deduct the distributions 
it makes to its shareholders and the shareholders would treat all those distributions, including distributions 
of net capital gain (the excess of net long-term capital gain over net short-term capital loss), as dividends -- 
taxable as ordinary income or, if they are “qualified dividend income” as defined in the Jobs and Growth 
Tax Relief Reconciliation Act of 2003 (“QDI”), at the rate for net capital gain, which is currently a 
maximum of 15% for individual shareholders -- to the extent of the Fund’s earnings and profits. In 
addition, the Fund could be required to recognize unrealized gains, pay substantial taxes and interest, and 
make substantial distributions before requalifying for regulated investment company treatment. 
 
Amounts not distributed on a timely basis in accordance with a calendar year distribution requirement are 
subject to a nondeductible 4% excise tax at the Fund level.  To avoid the tax, the Fund must distribute 
during each calendar year an amount equal to the sum of: 
 

• at least 98% of its ordinary income (not taking into account any capital gains or losses) for the 
calendar year; 

 
• at least 98% of its capital gains in excess of its capital losses (adjusted for certain ordinary 

losses) for a one-year period generally ending on October 31 of the calendar year; and 
 

• all ordinary income and capital gains for previous years that were not distributed during such 
years. 

 
To avoid application of the excise tax, the Fund intends to make distributions in accordance with the 
calendar year distribution requirement.  A distribution will be treated as paid on December 31 of the current 
calendar year if it is declared by the Fund in October, November or December of that year with a record 
date in such a month, and paid by the Fund during January of the following year.  Such distributions will be 
taxable to shareholders in the calendar year in which the distributions are declared rather than the calendar 
year in which the distributions are received. 
 
Distributions of investment company taxable income are taxable to a U.S. shareholder, whether paid in 
cash or shares.  Dividends paid by the Fund to a corporate shareholder, to the extent such dividends are 
attributable to dividends received from U.S. corporations by the Fund, may qualify for the dividends 
received deduction.  However, the revised alternative minimum tax applicable to corporations may reduce 
the value of the dividends received deduction.  Distributions of net capital gains (the excess of net long-
term capital gains over net short-term capital losses), if any, designated by the Fund as capital gain 
dividends, are taxable as long-term capital gains, whether paid in cash or in shares, regardless of how long 
the shareholder has held the Fund's shares, and are not eligible for the dividends received deduction. 
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Shareholders will be notified annually as to the U.S. federal tax status of distributions, and shareholders 
receiving distributions in the form of newly issued shares will receive a report as to the net asset value of 
the shares received. 
 
Upon a redemption, sale or exchange of a shareholder’s shares of the Fund, such shareholder will realize a 
taxable gain or loss depending upon his or her basis in the shares.  A gain or loss will be treated as capital 
gain or loss if the shares are capital assets in the shareholder’s hands, and generally will be long-term or 
short-term depending upon the shareholder’s holding period for the shares. 
 
Gains or losses attributable to fluctuations in exchange rates that occur between the time the Fund accrues 
income or other receivables or accrues expenses or other liabilities denominated in a foreign currency and 
the time the Fund actually collects such receivables or pays such liabilities generally are treated as ordinary 
income or ordinary loss.  Similarly, on disposition of some investments, including debt securities, gains or 
losses attributable to fluctuations in the value of the foreign currency between the acquisition and 
disposition of the position also are treated as ordinary gain or loss.  These gains and losses, referred to 
under the Code as “foreign currency” gains or losses, increase or decrease the amount of the Fund's 
investment company taxable income available to be distributed to its shareholders as ordinary income.  If 
foreign currency losses exceed other investment company taxable income during a taxable year, the Fund 
would not be able to make any ordinary dividend distributions, or distributions made before the losses were 
realized would be recharacterized as a return of capital to shareholders, rather than as an ordinary dividend, 
reducing each shareholder’s basis in his or her Fund shares, potentially increasing capital gains. 
 
Certain of the Fund’s transactions involving short sales, futures, options, swap agreements, hedged 
investments and other similar transactions, if any, may be subject to special provisions of the Code that, 
among other things, may affect the character, amount and timing of distributions to shareholders.  
 
This section is not intended to be a full discussion of federal tax laws and the effect of such laws on 
shareholders.  There may be other federal, state or local tax considerations applicable to a shareholder.  
Shareholders are urged to consult their own tax advisor.  
 

ANTI-MONEY LAUNDERING PROGRAM 
 
The Company has established an Anti-Money Laundering Compliance Program (the “AML Program”) as 
required by the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept 
and Obstruct Terrorism Act of 2001 (“USA PATRIOT Act”).  In order to ensure compliance with this law, 
the Company’s AML Program provides for the development of internal practices, procedures and controls, 
designation of anti-money laundering compliance officers, an ongoing training program and an independent 
audit function to determine the effectiveness of the AML Program. 
 
Procedures to implement the AML Program include, but are not limited to, determining that the Fund’s 
Distributor and Transfer Agent have established proper anti-money laundering procedures, reporting 
suspicious and/or fraudulent activity, checking shareholder names against designated government lists, 
including Office of Foreign Asset Control (“OFAC”), and a complete and thorough review of all new 
opening account applications.  The Company will not transact business with any person or entity whose 
identity cannot be adequately verified under the provisions of the USA PATRIOT Act. 

FINANCIAL STATEMENTS 
 

The financial statements for the fiscal year ended September 30, 2007 are incorporated herein by reference 
from the Fund’s Annual Report for the fiscal year ended September 30, 2007. 
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APPENDIX A 

SHORT-TERM RATINGS 

Standard & Poor’s Short-Term Issue Credit Ratings 
 

A Standard & Poor's issue credit rating is a current opinion of the creditworthiness of an obligor with 
respect to a specific financial obligation, a specific class of financial obligations, or a specific financial 
program (including ratings on medium-term note programs and commercial paper programs). It takes into 
consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the 
obligation and takes into account the currency in which the obligation is denominated.  The opinion 
evaluates the obligor's capacity and willingness to meet its financial commitments as they come due, and 
may assess terms, such as collateral security and subordination, which could affect ultimate payment in the 
event of default.  The issue credit rating is not a recommendation to purchase, sell, or hold a financial 
obligation, inasmuch as it does not comment as to market price or suitability for a particular investor.  

Issue credit ratings are based on current information furnished by the obligors or obtained by Standard & 
Poor's from other sources it considers reliable. Standard & Poor's does not perform an audit in connection 
with any credit rating and may, on occasion, rely on unaudited financial information. Credit ratings may be 
changed, suspended, or withdrawn as a result of changes in, or unavailability of, such information, or 
based on other circumstances.  

Issue credit ratings can be either long term or short term. Short-term ratings are generally assigned to those 
obligations considered short-term in the relevant market. In the U.S., for example, that means obligations 
with an original maturity of no more than 365 days including commercial paper. Short-term ratings are 
also used to indicate the creditworthiness of an obligor with respect to put features on long-term 
obligations. The result is a dual rating, in which the short-term rating addresses the put feature, in addition 
to the usual long-term rating. Medium-term notes are assigned long-term ratings.  

 
Short-Term Issue Credit Ratings 
 
A-1 
 
A short-term obligation rated 'A-1' is rated in the highest category by Standard & Poor's. The obligor's 
capacity to meet its financial commitment on the obligation is strong. Within this category, certain 
obligations are designated with a plus sign (+). This indicates that the obligor's capacity to meet its 
financial commitment on these obligations is extremely strong. 
 
A-2 
 
A short-term obligation rated 'A-2' is somewhat more susceptible to the adverse effects of changes in 
circumstances and economic conditions than obligations in higher rating categories. However, the obligor's 
capacity to meet its financial commitment on the obligation is satisfactory. 
 
A-3 
 
A short-term obligation rated 'A-3' exhibits adequate protection parameters. However, adverse economic 
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to meet 
its financial commitment on the obligation. 
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B 
 
A short-term obligation rated 'B' is regarded as having significant speculative characteristics. Ratings of 'B-
1', 'B-2', and 'B-3' may be assigned to indicate finer distinctions within the 'B' category. The obligor 
currently has the capacity to meet its financial commitment on the obligation; however, it faces major 
ongoing uncertainties which could lead to the obligor's inadequate capacity to meet its financial 
commitment on the obligation. 
 
B-1 
 
A short-term obligation rated 'B-1' is regarded as having significant speculative characteristics, but the 
obligor has a relatively stronger capacity to meet its financial commitments over the short-term compared 
to other speculative-grade obligors.  
 
B-2 
 
A short-term obligation rated 'B-2' is regarded as having significant speculative characteristics, and the 
obligor has an average speculative-grade capacity to meet its financial commitments over the short-term 
compared to other speculative-grade obligors.  
 
B-3 
 
A short-term obligation rated 'B-3' is regarded as having significant speculative characteristics, and the 
obligor has a relatively weaker capacity to meet its financial commitments over the short-term compared to 
other speculative-grade obligors. 
 
C 
 
A short-term obligation rated 'C' is currently vulnerable to nonpayment and is dependent upon favorable 
business, financial, and economic conditions for the obligor to meet its financial commitment on the 
obligation. 
 
D 
 
A short-term obligation rated 'D' is in payment default. The 'D' rating category is used when payments on 
an obligation are not made on the date due even if the applicable grace period has not expired, unless 
Standard & Poor's believes that such payments will be made during such grace period. The 'D' rating also 
will be used upon the filing of a bankruptcy petition or the taking of a similar action if payments on an 
obligation are jeopardized. 
 
Dual Ratings  

Standard & Poor's assigns "dual" ratings to all debt issues that have a put option or demand feature as part 
of their structure. The first rating addresses the likelihood of repayment of principal and interest as due, and 
the second rating addresses only the demand feature. The long-term rating symbols are used for bonds to 
denote the long-term maturity and the short-term rating symbols for the put option (for example, 'AAA/A-
1+'). With U.S. municipal short-term demand debt, note rating symbols are used with the short-term issue 
credit rating symbols (for example, 'SP-1+/A-1+'). 
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Active Qualifiers (Currently applied and/or outstanding)   
 
i  
 
This subscript is used for issues in which the credit factors, terms, or both, that determine the likelihood of 
receipt of payment of interest are different from the credit factors, terms or both that determine the 
likelihood of receipt of principal on the obligation. The 'i' subscript indicates that the rating addresses the 
interest portion of the obligation only. The 'i' subscript will always be used in conjunction with the 'p' 
subscript, which addresses likelihood of receipt of principal. For example, a rated obligation could be 
assigned ratings of "AAAp N.R.i" indicating that the principal portion is rated "AAA" and the interest 
portion of the obligation is not rated.  
 
L  
 
Ratings qualified with 'L' apply only to amounts invested up to federal deposit insurance limits.  
 
p  
 
This subscript is used for issues in which the credit factors, the terms, or both, that determine the 
likelihood of receipt of payment of principal are different from the credit factors, terms or both that 
determine the likelihood of receipt of interest on the obligation. The 'p' subscript indicates that the rating 
addresses the principal portion of the obligation only. The 'p' subscript will always be used in conjunction 
with the 'i' subscript, which addresses likelihood of receipt of interest. For example, a rated obligation 
could be assigned ratings of "AAAp N.R.i" indicating that the principal portion is rated "AAA" and the 
interest portion of the obligation is not rated.  
 
pi  
 
Ratings with a 'pi' subscript are based on an analysis of an issuer's published financial information, as well 
as additional information in the public domain. They do not, however, reflect in-depth meetings with an 
issuer's management and are therefore based on less comprehensive information than ratings without a 'pi' 
subscript. Ratings with a 'pi' subscript are reviewed annually based on a new year's financial statements, 
but may be reviewed on an interim basis if a major event occurs that may affect the issuer's credit quality.  
 
pr  
 
The letters 'pr' indicate that the rating is provisional. A provisional rating assumes the successful 
completion of the project financed by the debt being rated and indicates that payment of debt service 
requirements is largely or entirely dependent upon the successful, timely completion of the project. This 
rating, however, while addressing credit quality subsequent to completion of the project, makes no 
comment on the likelihood of or the risk of default upon failure of such completion. The investor should 
exercise his own judgment with respect to such likelihood and risk.  
 
preliminary  
 
Preliminary ratings are assigned to issues, including financial programs, in the following circumstances. 
  

• Preliminary ratings may be assigned to obligations, most commonly structured and project finance 
issues, pending receipt of final documentation and legal opinions. Assignment of a final rating is 
conditional on the receipt and approval by Standard & Poor's of appropriate documentation. 
Changes in the information provided to Standard & Poor's could result in the assignment of a 
different rating. In addition, Standard & Poor's reserves the right not to issue a final rating.  
 

• Preliminary ratings are assigned to Rule 415 Shelf Registrations. As specific issues, with defined 
terms, are offered from the master registration, a final rating may be assigned to them in 
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accordance with Standard & Poor's policies. The final rating may differ from the preliminary 
rating.  

t  

This symbol indicates termination structures that are designed to honor their contracts to full maturity or, 
should certain events occur, to terminate and cash settle all their contracts before their final maturity date.  

unsolicited  
 
Unsolicited ratings are those credit ratings assigned at the initiative of Standard & Poor's and not at the 
request of the issuer or its agents. 
 
Inactive Qualifiers (No longer applied or outstanding)  
 
*  
 
This symbol indicated continuance of the ratings is contingent upon Standard & Poor's receipt of an 
executed copy of the escrow agreement or closing documentation confirming investments and cash flows. 
Discontinued use in August 1998.  
 
c  
 
This qualifier was used to provide additional information to investors that the bank may terminate its 
obligation to purchase tendered bonds if the long-term credit rating of the issuer is below an investment-
grade level and/or the issuer's bonds are deemed taxable. Discontinued use in January 2001.  
 
q  
 
A 'q' subscript indicates that the rating is based solely on quantitative analysis of publicly available 
information. Discontinued use in April 2001.  
 
r  
 
The 'r' modifier was assigned to securities containing extraordinary risks, particularly market risks, that are 
not covered in the credit rating. The absence of an 'r' modifier should not be taken as an indication that an 
obligation will not exhibit extraordinary non-credit related risks. Standard & Poor's discontinued the use of 
the 'r' modifier for most obligations in June 2000 and for the balance of obligations (mainly structured 
finance transactions) in November 2002.  
 
Local Currency and Foreign Currency Risks 
 
Country risk considerations are a standard part of Standard & Poor's analysis for credit ratings on any issuer 
or issue. Currency of repayment is a key factor in this analysis. An obligor's capacity to repay foreign 
currency obligations may be lower than its capacity to repay obligations in its local currency due to the 
sovereign government's own relatively lower capacity to repay external versus domestic debt. These 
sovereign risk considerations are incorporated in the debt ratings assigned to specific issues. Foreign 
currency issuer ratings are also distinguished from local currency issuer ratings to identify those instances 
where sovereign risks make them different for the same issuer. 
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Moody’s Short-Term Debt Ratings 
 
Short-Term Ratings 
 
Moody's short-term ratings are opinions of the ability of issuers to honor short-term financial obligations. 
Ratings may be assigned to issuers, short-term programs or to individual short-term debt instruments. Such 
obligations generally have an original maturity not exceeding thirteen months, unless explicitly noted. 
 
Moody's employs the following designations to indicate the relative repayment ability of rated issuers: 
 
P-1 
 
Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt 
obligations. 
 
P-2 
 
Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations. 
 
P-3 
 
Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term obligations. 
 
NP 
Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories. 
 
Note: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most long-
term rating of the issuer, its guarantor or support-provider. 
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Fitch’s International Short-Term Credit Ratings 

The following ratings scale applies to foreign currency and local currency ratings. A Short-term rating has a 
time horizon of less than 13 months for most obligations, or up to three years for US public finance, in line 
with industry standards, to reflect unique risk characteristics of bond, tax, and revenue anticipation notes 
that are commonly issued with terms up to three years. Short-term ratings thus place greater emphasis on 
the liquidity necessary to meet financial commitments in a timely manner. 

F1 Highest credit quality.  Indicates the Strongest capacity for timely payment of 
financial commitments; may have an added “+” to denote any exceptionally strong 
credit feature. 

F2 Good credit quality.  A satisfactory capacity for timely payment of financial 
commitments, but the margin of safety is not as great as in the case of the higher 
ratings. 

F3 Fair credit quality.  The capacity for timely payment of financial commitments is 
adequate; however, near-term adverse changes could result in a reduction to non-
investment grade. 

B Speculative.  Minimal capacity for timely payment of financial commitments, plus 
vulnerability to near-term adverse changes in financial and economic conditions. 

C High default risk.  Default is a real possibility.  Capacity for meeting financial 
commitments is solely reliant upon a sustained, favorable business and economic 
environment. 

D Indicates an entity or sovereign that has defaulted on all of its financial obligations. 

Notes to International Long-Term and Short-Term ratings:  

The modifiers "+" or "-" may be appended to a rating to denote relative status within major rating 
categories. Such suffixes are not added to the 'AAA' Long-term rating category, to categories below 'CCC', 
or to Short-term ratings other than 'F1'. (The +/- modifiers are only used to denote issues within the CCC 
category, whereas issuers are only rated CCC without the use of modifiers.) 

Rating Watch: Ratings are placed on Rating Watch to notify investors that there is a reasonable probability 
of a rating change and the likely direction of such change. These are designated as "Positive", indicating a 
potential upgrade, "Negative", for a potential downgrade, or "Evolving", if ratings may be raised, lowered 
or maintained. Rating Watch is typically resolved over a relatively short period. 

Rating Outlook: An Outlook indicates the direction a rating is likely to move over a one to two-year period. 
Outlooks may be positive, stable or negative. A positive or negative Rating Outlook does not imply a rating 
change is inevitable. Similarly, ratings for which outlooks are 'stable' could be upgraded or downgraded 
before an outlook moves to positive or negative if circumstances warrant such an action. Occasionally, 
Fitch Ratings may be unable to identify the fundamental trend. In these cases, the Rating Outlook may be 
described as evolving. 

Program ratings (such as the those assigned to MTN shelf registrations) relate only to standard issues made 
under the program concerned; it should not be assumed that these ratings apply to every issue made under 
the program. In particular, in the case of non-standard issues, i.e. those that are linked to the credit of a third 
party or linked to the performance of an index, ratings of these issues may deviate from the applicable 
program rating. 
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Variable rate demand obligations and other securities which contain a short-term 'put' or other similar 
demand feature will have a dual rating, such as AAA/F1+. The first rating reflects the ability to meet long-
term principal and interest payments, whereas the second rating reflects the ability to honor the demand 
feature in full and on time.  

Fitch's ratings on U.S. public finance debt securities measure credit quality relative of other U.S. public 
finance debt securities. Loss rates of most Fitch-rated U.S. public finance debt securities have historically 
been significantly lower, and are expected to continue to be significantly lower, than other debt instruments 
rated comparably by Fitch. 

Interest Only  
Interest Only ratings are assigned to interest strips. These ratings do not address the possibility that a 
security holder might fail to recover some or all of its initial investment due to voluntary or involuntary 
principal repayments. 

Principal Only 
Principal Only ratings address the likelihood that a security holder will receive their initial principal 
investment either before or by the scheduled maturity date. 

Rate of Return 
Ratings also may be assigned to gauge the likelihood of an investor receiving a certain predetermined 
internal rate of return without regard to the precise timing of any cash flows. 

'PIF' 
The tranche has reached maturity and has been "paid-in-full", regardless of whether it was amortized or 
called early.  As the issue no longer exists, it is therefore no longer rated. 

'NR' denotes that Fitch Ratings does not publicly rate the associated issuer or issuer. 

'WD' 
Indicates that the rating has been withdrawn and is no longer maintained by Fitch. 
 
 

Fitch Ratings (“Fitch”) National Short-Term Credit Ratings 

National Ratings are an assessment of credit quality relative to the rating of the "best" credit risk in a 
country. This "best" risk will normally, although not always, be assigned to all financial commitments 
issued or guaranteed by the sovereign state. 

A special identifier for the country concerned will be added at the end of all national ratings. For illustrative 
purposes, (xxx) has been used, in the table below. 

F1(xxx) Indicates the strongest capacity for timely payment of financial commitments relative 
to other issuers or issues in the same country.  Under their national rating scale, this 
rating is assigned to the “best” credit risk relative to all others in the same country and 
is normally assigned to all financial commitments issued or guaranteed by the 
sovereign state.  Where the credit risk is particularly strong, a “+” is added to the 
assigned rating. 

F2(xxx) Indicates a satisfactory capacity for timely payment of financial commitments relative 
to other issuers or issues in the same country.  However, the margin of safety is not as 
great as in the case of the higher ratings. 
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F3(xxx) Indicates an adequate capacity for timely payment of financial commitments relative to 
other issuers or issues in the same country.  However, such capacity is more 
susceptible to near-term adverse changes than for financial commitments in higher 
rated categories. 

B (xxx) Indicates an uncertain capacity for timely payment of financial commitments relative to 
other issuers or issues in the same country.  Such capacity is highly susceptible to near-
term adverse changes in financial and economic conditions. 

C (xxx) Indicates a highly uncertain capacity for timely payment of financial commitments 
relative to other issuers or issues in the same country.  Capacity or meeting financial 
commitments is solely reliant upon a sustained, favorable business and economic 
environment. 

D (xxx) Indicates actual or imminent payment default. 

Note to National Short-Term ratings: 
 
In certain countries, regulators have established credit rating scales, to be used within their domestic 
markets, using specific nomenclature. In these countries, our National Short-Term Ratings definitions for 
F1+(xxx), F1(xxx), F2(xxx) and F3(xxx) may be substituted by those regulatory scales, e.g. A1+, A1, A2 
and A3. 

 
LONG-TERM RATINGS 

Standard & Poor’s Long-Term Issue Credit Ratings 

Long-Term Issue Credit Ratings  
 
Issue credit ratings are based, in varying degrees, on the following considerations:  

• Likelihood of payment capacity and willingness of the obligor to meet its financial commitment 
on an obligation in accordance with the terms of the obligation;  
 

• Nature of and provisions of the obligation;  
 

• Protection afforded by, and relative position of, the obligation in the event of bankruptcy, 
reorganization, or other arrangement under the laws of bankruptcy and other laws affecting 
creditors' rights.  

 
Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or 
ultimate recovery in the event of default. Junior obligations are typically rated lower than senior 
obligations, to reflect the lower priority in bankruptcy, as noted above. (Such differentiation may apply 
when an entity has both senior and subordinated obligations, secured and unsecured obligations, or 
operating company and holding company obligations.) 
 
AAA  
 
An obligation rated 'AAA' has the highest rating assigned by Standard & Poor's. The obligor's capacity to 
meet its financial commitment on the obligation is extremely strong.  
 
AA  
 
An obligation rated 'AA' differs from the highest-rated obligations only to a small degree. The obligor's 
capacity to meet its financial commitment on the obligation is very strong.  
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A  
 
An obligation rated 'A' is somewhat more susceptible to the adverse effects of changes in circumstances 
and economic conditions than obligations in higher-rated categories. However, the obligor's capacity to 
meet its financial commitment on the obligation is still strong.  
 
BBB  
 
An obligation rated 'BBB' exhibits adequate protection parameters. However, adverse economic conditions 
or changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its 
financial commitment on the obligation.  
 
BB, B, CCC, CC, and C  
 
Obligations rated 'BB', 'B', 'CCC', 'CC', and 'C' are regarded as having significant speculative 
characteristics. 'BB' indicates the least degree of speculation and 'C' the highest. While such obligations 
will likely have some quality and protective characteristics, these may be outweighed by large 
uncertainties or major exposures to adverse conditions.  
 
BB  
 
An obligation rated 'BB' is less vulnerable to nonpayment than other speculative issues. However, it faces 
major ongoing uncertainties or exposure to adverse business, financial, or economic conditions which 
could lead to the obligor's inadequate capacity to meet its financial commitment on the obligation.  
 
B  
 
An obligation rated 'B' is more vulnerable to nonpayment than obligations rated 'BB', but the obligor 
currently has the capacity to meet its financial commitment on the obligation. Adverse business, financial, 
or economic conditions will likely impair the obligor's capacity or willingness to meet its financial 
commitment on the obligation.  
 
CCC  
 
An obligation rated 'CCC' is currently vulnerable to nonpayment, and is dependent upon favorable 
business, financial, and economic conditions for the obligor to meet its financial commitment on the 
obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to 
have the capacity to meet its financial commitment on the obligation.  
 
CC  
 
An obligation rated 'CC' is currently highly vulnerable to nonpayment.  
 
C  
 
A subordinated debt or preferred stock obligation rated 'C' is currently highly vulnerable to nonpayment. 
The 'C' rating may be used to cover a situation where a bankruptcy petition has been filed or similar action 
taken, but payments on this obligation are being continued. A 'C' also will be assigned to a preferred stock 
issue in arrears on dividends or sinking fund payments, but that is currently paying.  
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D  
 
An obligation rated 'D' is in payment default. The 'D' rating category is used when payments on an 
obligation are not made on the date due even if the applicable grace period has not expired, unless 
Standard & Poor's believes that such payments will be made during such grace period. The 'D' rating also 
will be used upon the filing of a bankruptcy petition or the taking of a similar action if payments on an 
obligation are jeopardized.  
 
Plus (+) or minus (-)  
 
The ratings from 'AA' to 'CCC' may be modified by the addition of a plus (+) or minus (-) sign to show 
relative standing within the major rating categories.  
 
N.R.  
 
This indicates that no rating has been requested, that there is insufficient information on which to base a 
rating, or that Standard & Poor's does not rate a particular obligation as a matter of policy.  
 
Active Qualifiers (Currently applied and/or outstanding)   
 
i  
 
This subscript is used for issues in which the credit factors, terms, or both, that determine the likelihood of 
receipt of payment of interest are different from the credit factors, terms or both that determine the 
likelihood of receipt of principal on the obligation. The 'i' subscript indicates that the rating addresses the 
interest portion of the obligation only. The 'i' subscript will always be used in conjunction with the 'p' 
subscript, which addresses likelihood of receipt of principal. For example, a rated obligation could be 
assigned ratings of "AAAp N.R.i" indicating that the principal portion is rated "AAA" and the interest 
portion of the obligation is not rated.  
 
L  
 
Ratings qualified with 'L' apply only to amounts invested up to federal deposit insurance limits.  
 
p  
 
This subscript is used for issues in which the credit factors, the terms, or both, that determine the 
likelihood of receipt of payment of principal are different from the credit factors, terms or both that 
determine the likelihood of receipt of interest on the obligation. The 'p' subscript indicates that the rating 
addresses the principal portion of the obligation only. The 'p' subscript will always be used in conjunction 
with the 'i' subscript, which addresses likelihood of receipt of interest. For example, a rated obligation 
could be assigned ratings of "AAAp N.R.i" indicating that the principal portion is rated "AAA" and the 
interest portion of the obligation is not rated.  
 
pi  
 
Ratings with a 'pi' subscript are based on an analysis of an issuer's published financial information, as well 
as additional information in the public domain. They do not, however, reflect in-depth meetings with an 
issuer's management and are therefore based on less comprehensive information than ratings without a 'pi' 
subscript. Ratings with a 'pi' subscript are reviewed annually based on a new year's financial statements, 
but may be reviewed on an interim basis if a major event occurs that may affect the issuer's credit quality.  
 
pr  
 
The letters 'pr' indicate that the rating is provisional. A provisional rating assumes the successful 
completion of the project financed by the debt being rated and indicates that payment of debt service 
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requirements is largely or entirely dependent upon the successful, timely completion of the project. This 
rating, however, while addressing credit quality subsequent to completion of the project, makes no 
comment on the likelihood of or the risk of default upon failure of such completion. The investor should 
exercise his own judgment with respect to such likelihood and risk.  
 
preliminary  
 
Preliminary ratings are assigned to issues, including financial programs, in the following circumstances.  
 

• Preliminary ratings may be assigned to obligations, most commonly structured and project finance 
issues, pending receipt of final documentation and legal opinions. Assignment of a final rating is 
conditional on the receipt and approval by Standard & Poor's of appropriate documentation. 
Changes in the information provided to Standard & Poor's could result in the assignment of a 
different rating. In addition, Standard & Poor's reserves the right not to issue a final rating.  
 

• Preliminary ratings are assigned to Rule 415 Shelf Registrations. As specific issues, with defined 
terms, are offered from the master registration, a final rating may be assigned to them in 
accordance with Standard & Poor's policies. The final rating may differ from the preliminary 
rating.  

t  
 
This symbol indicates termination structures that are designed to honor their contracts to full maturity or, 
should certain events occur, to terminate and cash settle all their contracts before their final maturity date.  
 
unsolicited  
 
Unsolicited ratings are those credit ratings assigned at the initiative of Standard & Poor's and not at the 
request of the issuer or its agents. 
 
Inactive Qualifiers (No longer applied or outstanding)  
 
*  
 
This symbol indicated continuance of the ratings is contingent upon Standard & Poor's receipt of an 
executed copy of the escrow agreement or closing documentation confirming investments and cash flows. 
Discontinued use in August 1998.  
 
c  
 
This qualifier was used to provide additional information to investors that the bank may terminate its 
obligation to purchase tendered bonds if the long-term credit rating of the issuer is below an investment-
grade level and/or the issuer's bonds are deemed taxable. Discontinued use in January 2001.  
 
q  
 
A 'q' subscript indicates that the rating is based solely on quantitative analysis of publicly available 
information. Discontinued use in April 2001.  
 
r  
 
The 'r' modifier was assigned to securities containing extraordinary risks, particularly market risks, that are 
not covered in the credit rating. The absence of an 'r' modifier should not be taken as an indication that an 
obligation will not exhibit extraordinary non-credit related risks. Standard & Poor's discontinued the use of 
the 'r' modifier for most obligations in June 2000 and for the balance of obligations (mainly structured 
finance transactions) in November 2002.  
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Local Currency and Foreign Currency Risks 
 
Country risk considerations are a standard part of Standard & Poor's analysis for credit ratings on any issuer 
or issue. Currency of repayment is a key factor in this analysis. An obligor's capacity to repay foreign 
currency obligations may be lower than its capacity to repay obligations in its local currency due to the 
sovereign government's own relatively lower capacity to repay external versus domestic debt. These 
sovereign risk considerations are incorporated in the debt ratings assigned to specific issues. Foreign 
currency issuer ratings are also distinguished from local currency issuer ratings to identify those instances 
where sovereign risks make them different for the same issuer. 
 
 

Moody’s Long-Term Debt Ratings 

Long-Term Obligation Ratings 

Moody's long-term obligation ratings are opinions of the relative credit risk of fixed-income obligations 
with an original maturity of one year or more. They address the possibility that a financial obligation will 
not be honored as promised. Such ratings reflect both the likelihood of default and any financial loss 
suffered in the event of default. 

Moody's Long-Term Rating Definitions: 

Aaa 
 
Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk. 
 
Aa 
 
Obligations rated Aa are judged to be of high quality and are subject to very low credit risk. 
 
A 
 
Obligations rated A are considered upper-medium grade and are subject to low credit risk. 
 
Baa 
 
Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and as such 
may possess certain speculative characteristics. 
 
Ba 
 
Obligations rated Ba are judged to have speculative elements and are subject to substantial credit risk. 
 
B 
 
Obligations rated B are considered speculative and are subject to high credit risk. 
 
Caa 
 
Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk. 
 
Ca 
 
Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of 
recovery of principal and interest. 

 B-47



C 

Obligations rated C are the lowest rated class of bonds and are typically in default, with little prospect for 
recovery of principal or interest. 

Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa 
through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating 
category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower 
end of that generic rating category. 

Fitch’s International Long-Term Credit Ratings 

International Long-Term Credit Ratings (LTCR) may also be referred to as Long-Term Ratings. When 
assigned to most issuers, it is used as a benchmark measure of probability of default and is formally 
described as an Issuer Default Rating (IDR). The major exception is within Public Finance, where IDRs 
will not be assigned as market convention has always focused on timeliness and does not draw analytical 
distinctions between issuers and their underlying obligations. When applied to issues or securities, the 
LTCR may be higher or lower than the issuer rating (IDR) to reflect relative differences in recovery 
expectations.  

The following rating scale applies to foreign currency and local currency ratings: 

Investment Grade 

AAA Highest credit quality.  ‘AAA’ ratings denote the lowest expectation of credit risk.  
They are assigned only in case of exceptionally strong capacity for payment of 
financial commitments.  This capacity is highly unlikely to be adversely affected by 
foreseeable events. 

AA Very high credit quality.  ‘AA’ ratings denote expectations of low credit risk.  
They indicate very strong capacity for timely payment of financial commitments.  
This capacity is not significantly vulnerable to foreseeable events. 

A High credit quality.  ‘A’ ratings denote expectations of low credit risk.  The 
capacity for payment of financial commitments is considered strong.  This capacity 
may, nevertheless, be more vulnerable to changes in circumstances or in economic 
conditions than is the case for higher ratings. 

BBB Good credit quality.  ‘BBB’ ratings indicate that there is currently expectations of 
low credit risk.  The capacity for payment of financial commitments is considered 
adequate, but adverse changes in circumstances and economic conditions are more 
likely to impair this capacity.  This is the lowest investment-grade category. 

Speculative Grade 

BB Speculative.  ‘BB’ ratings indicate that there is a possibility of credit risk 
developing, particularly as the result of adverse economic change over time; 
however, business or financial alternatives may be available to allow financial 
commitments to be met.  Securities rated in this category are not investment grade. 
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B Highly speculative. 

• For issuers and performing obligations, 'B' ratings indicate that significant 
credit risk is present, but a limited margin of safety remains. Financial 
commitments are currently being met; however, capacity for continued 
payment is contingent upon a sustained, favorable business and economic 
environment.  
 

• For individual obligations, may indicate distressed or defaulted obligations 
with potential for extremely high recoveries. Such obligations would 
possess a Recovery Rating of 'RR1' (outstanding). 

CCC 

• For issuers and performing obligations, default is a real possibility. 
Capacity for meeting financial commitments is solely reliant upon 
sustained, favorable business or economic conditions.  

 
• For individual obligations, may indicate distressed or defaulted obligations 

with potential for average to superior levels of recovery. Differences in 
credit quality may be denoted by plus/minus distinctions. Such obligations 
typically would possess a Recovery Rating of 'RR2' (superior), or 'RR3' 
(good) or 'RR4' (average). 

 
CC 

• For issuers and performing obligations, default of some kind appears 
probable.  

 
• For individual obligations, may indicate distressed or defaulted obligations 

with a Recovery Rating of 'RR4' (average) or 'RR5' (below average). 
 
C 

• For issuers and performing obligations, default is imminent.  
 
• For individual obligations, may indicate distressed or defaulted obligations 

with potential for below-average to poor recoveries. Such obligations 
would possess a Recovery Rating of 'RR6' (poor).  

RD 

Indicates an entity that has failed to make due payments (within the applicable 
grace period) on some but not all material financial obligations, but continues 
to honor other classes of obligations. . 
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D 

Indicates an entity or sovereign that has defaulted on all of its financial 
obligations. Default generally is defined as one of the following: 

• failure of an obligor to make timely payment of principal and/or 
interest under the contractual terms of any financial obligation; 

• the bankruptcy filings, administration, receivership, liquidation or 
other winding-up or cessation of business of an obligor;  

• the distressed or other coercive exchange of an obligation, where 
creditors were offered securities with diminished structural or 
economic terms compared with the existing obligation. 

Default ratings are not assigned prospectively; within this context, non-
payment on an instrument that contains a deferral feature or grace period will 
not be considered a default until after the expiration of the deferral or grace 
period.  

Issuers will be rated 'D' upon a default. Defaulted and distressed obligations 
typically are rated along the continuum of 'C' to 'B' ratings categories, 
depending upon their recovery prospects and other relevant characteristics. 
Additionally, in structured finance transactions, where analysis indicates that 
an instrument is irrevocably impaired such that it is not expected to meet pay 
interest and/or principal in full in accordance with the terms of the obligation's 
documentation during the life of the transaction, but where no payment default 
in accordance with the terms of the documentation is imminent, the obligation 
may be rated in the 'B' or 'CCC-C' categories. 

Default is determined by reference to the terms of the obligations' 
documentation. Fitch will assign default ratings where it has reasonably 
determined that payment has not been made on a material obligation in 
accordance with the requirements of the obligation's documentation, or where it 
believes that default ratings consistent with Fitch's published definition of 
default are the most appropriate ratings to assign.  

Notes to International Long-Term and Short-Term ratings 

The modifiers "+" or "-" may be appended to a rating to denote relative status within major rating 
categories. Such suffixes are not added to the 'AAA' Long-term rating category, to categories below 'CCC', 
or to Short-term ratings other than 'F1'. (The +/- modifiers are only used to denote issues within the CCC 
category, whereas issuers are only rated CCC without the use of modifiers.) 

Rating Watch: Ratings are placed on Rating Watch to notify investors that there is a reasonable probability 
of a rating change and the likely direction of such change. These are designated as "Positive", indicating a 
potential upgrade, "Negative", for a potential downgrade, or "Evolving", if ratings may be raised, lowered 
or maintained. Rating Watch is typically resolved over a relatively short period. 

Rating Outlook: An Outlook indicates the direction a rating is likely to move over a one to two-year period. 
Outlooks may be positive, stable or negative. A positive or negative Rating Outlook does not imply a rating 
change is inevitable. Similarly, ratings for which outlooks are 'stable' could be upgraded or downgraded 
before an outlook moves to positive or negative if circumstances warrant such an action. Occasionally, 
Fitch Ratings may be unable to identify the fundamental trend. In these cases, the Rating Outlook may be 
described as evolving. 
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Program ratings (such as the those assigned to MTN shelf registrations) relate only to standard issues made 
under the program concerned; it should not be assumed that these ratings apply to every issue made under 
the program. In particular, in the case of non-standard issues, i.e. those that are linked to the credit of a third 
party or linked to the performance of an index, ratings of these issues may deviate from the applicable 
program rating. 

Variable rate demand obligations and other securities which contain a short-term 'put' or other similar 
demand feature will have a dual rating, such as AAA/F1+. The first rating reflects the ability to meet long-
term principal and interest payments, whereas the second rating reflects the ability to honor the demand 
feature in full and on time.  

Fitch's ratings on U.S. public finance debt securities measure credit quality relative of other U.S. public 
finance debt securities. Loss rates of most Fitch-rated U.S. public finance debt securities have historically 
been significantly lower, and are expected to continue to be significantly lower, than other debt instruments 
rated comparably by Fitch. 

Interest Only  
Interest Only ratings are assigned to interest strips. These ratings do not address the possibility that a 
security holder might fail to recover some or all of its initial investment due to voluntary or involuntary 
principal repayments. 

Principal Only 
Principal Only ratings address the likelihood that a security holder will receive their initial principal 
investment either before or by the scheduled maturity date. 

Rate of Return 
Ratings also may be assigned to gauge the likelihood of an investor receiving a certain predetermined 
internal rate of return without regard to the precise timing of any cash flows. 

'PIF' 
The tranche has reached maturity and has been "paid-in-full", regardless of whether it was amortized or 
called early.  As the issue no longer exists, it is therefore no longer rated. 

'NR' 
Denotes that Fitch Ratings does not publicly rate the associated issue or issuer. 

'WD' 
Indicates that the rating has been withdrawn and is no longer maintained by Fitch. 

 
 

Fitch’s National Long-Term Credit Ratings 

National Ratings are an assessment of credit quality relative to the rating of the "best" credit risk in a 
country. This "best" risk will normally, although not always, be assigned to all financial commitments 
issued or guaranteed by the sovereign state. 

A special identifier for the country concerned will be added at the end of all national ratings. For illustrative 
purposes, (xxx) has been used, in the table below. 

 

AAA(xxx) ‘AAA’ national ratings denote the highest rating assigned in its national rating scale 
for that country.  This rating is assigned to the “best” credit risk relative to all other 
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issuers or issues in the same country and will normally be assigned to all financial 
commitments issued or guaranteed by the sovereign state. 

AA(xxx) ‘AA’ national ratings denote a very strong credit risk relative to other issuers or 
issues in the same country.  The credit risk inherent in these financial commitments 
differs only slightly from the country’s highest rated issuers or issues. 

A (xxx) ‘A’ national ratings denote a strong credit risk relative to other issuers or issues in 
the same country.  However, changes in circumstances or economic conditions may 
affect the capacity for timely repayment of these financial commitments to a greater 
degree than for financial commitments denoted by a higher rated category. 

BBB(xxx) ‘BBB’ national ratings denote an adequate credit risk relative to other issuers or 
issues in the same country.  However, changes in circumstances or economic 
conditions are more likely to affect the capacity for timely repayment of these 
financial commitments than for financial commitments denoted by a higher rated 
category. 

BB(xxx) ‘BB’ national ratings denote a fairly weak credit risk relative to other issuers or 
issues in the same country.  Within the context of the country, payment of these 
financial commitments is uncertain to some degree and capacity for timely 
repayment remains more vulnerable to adverse economic change over time. 

B (xxx) ‘B’ national ratings denote a significantly weak credit risk relative to other issuers 
or issues in the same country.  Financial commitments are currently being met but a 
limited margin of safety remains and capacity for continued timely payments is 
contingent upon a sustained, favorable business and economic environment. 

CCC(xxx), CC(xxx), C(xxx) 
 These categories of national ratings denote an extremely weak credit risk relative to 

other issuers or issues in the same country.  Capacity for meeting financial 
commitments is solely reliant upon sustained, favorable business or economic 
developments. 

DDD(xxx), DD(xxx), D(xxx) 
 These categories of national ratings are assigned to entities or financial 

commitments which are currently in default. 

E(xxx) 
Adequate information is not available to meet the obligations of the rating. This 
category is used as a downgrade when the previous rating is suspended due to a lack 
of documentation from the issuer necessary to continue surveillance and maintain 
the rating. 

 

MUNICIPAL NOTE RATINGS 

Standard & Poor’s Note Ratings 

Short-Term Notes 
 
A Standard & Poor's U.S. municipal note rating reflects the liquidity factors and market access risks 
unique to notes. Notes due in three years or less will likely receive a note rating. Notes maturing beyond 
three years will most likely receive a long-term debt rating. The following criteria will be used in making 
that assessment:  
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• Amortization schedule - the larger the final maturity relative to other maturities, the more likely it 
will be treated as a note; and  
 

• Source of payment - the more dependent the issue is on the market for its refinancing, the more 
likely it will be treated as a note.  

 
Note rating symbols are as follows:  
 
SP-1  
 
Strong capacity to pay principal and interest. An issue determined to possess a very strong capacity to pay 
debt service is given a plus (+) designation.  
 
SP-2  
 
Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and 
economic changes over the term of the notes.  
 
SP-3  
 
Speculative capacity to pay principal and interest.  
 
 

Moody’s MIG/VMIG Ratings U.S. Short-Term Ratings 

US Municipal Short-Term Debt And Demand Obligation Ratings 

Short-Term Debt Ratings 

There are three rating categories for short-term municipal obligations that are considered investment grade. 
These ratings are designated as Municipal Investment Grade (MIG) and are divided into three levels -- 
MIG 1 through MIG 3. In addition, those short-term obligations that are of speculative quality are 
designated SG, or speculative grade. MIG ratings expire at the maturity of the obligation. 

MIG 1 

This designation denotes superior credit quality. Excellent protection is afforded by established cash flows, 
highly reliable liquidity support, or demonstrated broad-based access to the market for refinancing. 

MIG 2 

This designation denotes strong credit quality. Margins of protection are ample, although not as large as in 
the preceding group. 

MIG 3 

This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and 
market access for refinancing is likely to be less well-established. 

SG 

This designation denotes speculative-grade credit quality. Debt instruments in this category may lack 
sufficient margins of protection. 
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Demand Obligation Ratings 

In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a long or 
short-term debt rating and a demand obligation rating. The first element represents Moody's evaluation of 
the degree of risk associated with scheduled principal and interest payments. The second element represents 
Moody's evaluation of the degree of risk associated with the ability to receive purchase price upon demand 
("demand feature"), using a variation of the MIG rating scale, the Variable Municipal Investment Grade or 
VMIG rating. 

When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR, e.g., 
Aaa/NR or NR/VMIG 1. 

VMIG rating expirations are a function of each issue's specific structural or credit features. 

VMIG 1 

This designation denotes superior credit quality. Excellent protection is afforded by the superior short-term 
credit strength of the liquidity provider and structural and legal protections that ensure the timely payment 
of purchase price upon demand. 

VMIG 2 

This designation denotes strong credit quality. Good protection is afforded by the strong short-term credit 
strength of the liquidity provider and structural and legal protections that ensure the timely payment of 
purchase price upon demand. 

VMIG 3 

This designation denotes acceptable credit quality. Adequate protection is afforded by the satisfactory 
short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely 
payment of purchase price upon demand. 

SG 

This designation denotes speculative-grade credit quality. Demand features rated in this category may be 
supported by a liquidity provider that does not have an investment grade short-term rating or may lack the 
structural and/or legal protections necessary to ensure the timely payment of purchase price upon demand. 

 

 B-54



 B-55

 

APPENDIX B 
 
DOLLAR-COST AVERAGING 
 
Dollar-cost averaging is a systematic investing method which can be used by investors as a disciplined 
technique for investing.  A fixed amount of money is invested in a security (such as a stock or mutual fund) 
on a regular basis over a period of time, regardless of whether securities markets are moving up or down. 
 
This practice generally reduces average share costs to the investor who acquires more shares in periods of 
lower securities prices and fewer shares in periods of higher prices. 
 
While dollar-cost averaging does not assure a profit or protect against loss in declining markets, this 
investment strategy is an effective way to help calm the effect of fluctuations in the financial markets.  
Systematic investing involves continuous investment in securities regardless of fluctuating price levels of 
such securities.  Investors should consider their financial ability to continue purchases through periods of 
low and high price levels. 
 
As the following chart illustrates, dollar-cost averaging tends to keep the overall cost of shares lower.  This 
example is for illustration only, and different trends would result in different average costs. 
 

HOW DOLLAR-COST AVERAGING WORKS 
 

$100 Invested Regularly for 5 Periods 
Market Trend 

 
Down Up Mixed 

Investment 
Shares 

Purchased Share Price 
Shares 

Purchased Share Price 
Shares 

Purchased Share Price 
$100 10 10.00 6 16.67 10 10.0 
 100 9 11.10 7 14.29 9 11.1 
 100 8 12.50 7 14.29 8 12.5 
 100 8 12.50 9 11.10 9 11.1 
 100 6 16.67 10 10.00 10 10.0 
$500 ***41 62.77 ***39 66.35 ***46 54.7 

 *Avg. Cost: $7.97 *Avg. Cost: $7.54 *Avg. Cost: $9.14 
 **Avg. 

Price: 
$8.20 **Avg. 

Price: 
$7.80 **Avg. Price $9.20 

* Average Cost is the total amount invested divided by number of shares purchased. 
** Average Price is the sum of the prices paid divided by number of purchases. 
*** Cumulative total of share prices used to compute average prices. 
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