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KALMAR POOLED INVESTMENT TRUST 

Fund History and Classification 

The Fund is a series of the Trust, an open-end, diversified management investment company. The Trust is a 
Delaware statutory trust organized on September 30, 1996. Currently, the Fund is the only operating series of the 
Trust authorized and outstanding. The Fund commenced operations on April 11, 1997. Shares of the Fund are 
offered and sold on a no-load basis, without the imposition of sales or distribution charges. Kalmar Investment 
Advisers (the “Adviser”) provides management and investment advisory services to the Fund. 

INVESTMENT STRATEGIES 

The Fund’s investment objective is long-term capital appreciation. In seeking to achieve its investment objective, the 
Fund normally invests at least 80% of its assets in the common stocks of small capitalization (“small cap”) 
companies whose stock market capitalizations (total equity market value of outstanding shares) are $3 billion or less 
at the time of purchase. Using its “Growth-with-Value” investment philosophy, the Adviser seeks to invest in 
companies which it believes have the potential for significant future business growth and capital appreciation, yet 
whose stocks, at the time of purchase, are also trading at prices that are undervalued in the public trading markets. 
This SAI contains further information concerning the techniques and strategies employed by the Adviser in 
managing the Fund, the types of securities in which the Fund may invest, the policies it will follow and the risks 
associated with the Fund’s investment activities. 

Equity Securities 

Equity securities include common stocks, preferred stocks, warrants, rights to acquire common or preferred stocks, 
and securities convertible into or exchangeable for common stocks. Investments in equity securities in general are 
subject to market risks that may cause their prices to fluctuate over time. Fluctuations in the value of equity securities 
in which the Fund invests will cause the net asset value of the Fund to fluctuate. 

Cash or Cash Equivalents 

Although the Fund intends to remain substantially fully invested, the Fund may invest its assets in cash or cash 
equivalents, during periods when excess cash is generated through purchases and sales of its shares, or when the 
Fund desires to hold cash to maintain liquidity for redemptions or pending investments in suitable securities. There 
also may be times when economic or market conditions are such that the Adviser deems a temporary defensive 
position to be appropriate, during which the Fund may invest up to 100% of its net assets in the types of short-term, 
cash equivalent investments described below. 

The Fund may invest in short-term debt securities, including time deposits, certificates of deposit or bankers’ 
acceptances issued by commercial banks or savings and loan associations meeting certain qualifications. The Fund 
also may purchase commercial paper rated A-1 or A-2 by Standard & Poor’s Ratings Service (“S&P”) or Prime-1 or 
Prime-2 by Moody’s Investors Service, Inc. (“Moody’s”), or, if not rated, issued by a corporation having an 
outstanding unsecured debt issue rated high-grade (A or better by S&P or by Moody’s); and may invest in short-term 
corporate obligations rated high-grade (A or better by S&P or Moody’s). 

The Fund may purchase U.S. Government obligations including bills, notes, bonds and other debt securities issued 
by the U.S. Treasury; and may invest in U.S. Government agency securities issued or also guaranteed by U.S. 
Government sponsored instrumentalities and federal agencies. The Fund may also invest in repurchase agreements 
collateralized by the securities listed above. 
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Convertible Securities 

Traditional convertible securities include corporate bonds, notes and preferred stocks that may be converted into or 
exchanged for common stock, and other securities that also provide an opportunity for equity participation. These 
securities are generally convertible either at a stated price or a stated rate (that is, for a specific number of shares of 
common stock or other security). As with other fixed income securities, the price of a convertible security generally 
rises when interest rates decline, and vice versa. While providing a fixed-income stream (generally higher in yield 
than the income derivable from a common stock but lower than that afforded by a non-convertible debt security), a 
convertible security also affords the investor an opportunity, through its conversion feature, to participate in the 
capital appreciation of the common stock into which it is convertible. 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 price of a convertible security tends to rise as a reflection of the value of the underlying common 
stock. To obtain such a higher yield, the Fund may be required to pay for a convertible security an amount in excess 
of the value of the underlying common stock. Common stock acquired by the Fund upon conversion of a convertible 
security will generally be held for as long as the Adviser anticipates such stock will provide the Fund with 
opportunities which are consistent with the Fund’s investment objectives and policies. 

When Issued Securities, Delayed Delivery Securities and Forward Commitments 

The Fund may enter into forward commitments for the purchase or sale of securities, including on a “when issued” or 
“delayed delivery” basis in excess of customary settlement periods for the type of security involved. In some cases, a 
forward commitment may be conditioned upon the occurrence of a subsequent event, such as approval and 
consummation of a merger, corporate reorganization or debt restructuring, i.e., a “when, as and if issued” security. 
When such transactions are negotiated, the price is fixed at the time of the commitment, with payment and delivery 
taking place in the future, generally a month or more after the date of the commitment. While the Fund will only 
enter into a forward commitment with the intention of actually acquiring the security, the Fund may sell the security 
before the settlement date if it is deemed advisable. 

Securities purchased under a forward commitment are subject to market fluctuation, and no interest (or dividends) 
accrues to the Fund prior to the settlement date. The Fund will maintain in a segregated manner with the custodian 
cash or liquid securities in an aggregate amount at least equal to the amount of its outstanding forward commitments. 

Foreign Securities and ADRs  

The Fund may invest up to 15% of its assets in foreign securities, including sponsored or unsponsored American 
Depositary Receipts (“ADRs”). However, the Adviser anticipates that the majority of the Fund’s assets ordinarily 
will be invested in U.S. based companies. The Fund generally limits its foreign investing to ADRs and securities of 
Canadian companies traded on Canadian or U.S. exchanges or markets. ADRs are receipts typically issued by a U.S. 
bank or trust company which evidence ownership of underlying securities issued by a foreign corporation. The Fund 
may purchase ADRs whether they are “sponsored” or “unsponsored.” “Sponsored” ADRs are issued jointly by the 
issuer of the underlying security and a depository, whereas “unsponsored” ADRs are issued without participation of 
the issuer of the deposited security. Holders of unsponsored ADRs generally bear all the costs of such facilities and 
the depository of an unsponsored facility frequently is under no obligation to distribute shareholder communications 
received from the issuer of the deposited security or to pass through voting rights to the holders of such receipts in 
respect of the deposited securities. Therefore, there may not be a correlation between information concerning the 
issuer of the security and the market value of an unsponsored ADR. Holding ADRs may result in a withholding tax 
by the foreign country of source which will have the effect of reducing the income distributable to shareholders. 
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Investments in foreign securities may involve risks not ordinarily associated with investments in domestic securities. 
These risks may include legal, political or economic developments such as fluctuations in currency rates, imposition 
of withholding taxes or exchange controls or other government restrictions or political or policy changes. In addition, 
with respect to certain countries, there is the possibility of expropriation of assets, confiscatory taxation, or political 
or social unrest that could adversely affect the value of foreign securities. There may be less publicly available 
information about foreign companies than about U.S. companies, and foreign companies may not be subject to 
accounting, auditing and financial reporting standards that are as uniform as those applicable to U.S. companies. 

 

Lending of Portfolio Securities 

 

The Fund may lend portfolio securities to brokers, dealers, banks and other financial organizations that meet capital 
and other credit requirements or other criteria pursuant to the Securities Lending Customer Agreement. These loans, 
if and when made, may not exceed 33 1/3% of the total asset value of the Fund (including the loan collateral).  When 
a Fund lends its portfolio securities, the collateral (i.e., the cash or securities that the Fund is obligated to return) can 
be included as part of the Fund's total assets in calculating the percentages of the Fund's total assets on loan.  Loans 
of portfolio securities will be fully collateralized by cash, letters of credit or U.S. government securities, and the 
collateral will be maintained in an amount equal to at least 100% of the current market value of the loaned securities 
by marking to market daily. Collateral must be valued daily by the Adviser and the borrower will be required to 
provide additional collateral should the market value of the loaned securities increase.  During the time portfolio 
securities are on loan, the borrower pays the Fund any dividends or interest paid on such securities. While the Fund 
does not have the right to vote securities on loan, it intends to terminate the loan and regain the right to vote if this is 
considered important with respect to the investment.  
 
The Fund will continue to receive interest on the securities lent while simultaneously earning interest on the 
investment of the cash collateral in short-term money market instruments. However, the Fund will normally pay 
lending fees to broker-dealers and related expenses from the interest earned on such invested collateral. There may 
be risks of delay in receiving additional collateral or risks of delay in recovery of the securities or even loss of rights 
in the collateral should the borrower of the securities fail financially. However, loans are made only to borrowers 
deemed by the Adviser to be of good standing and when, in the judgment of the Adviser, the consideration which can 
be earned currently from such securities loans justifies the attendant risk. Any loan may be terminated by either party 
upon reasonable notice to the other party. The Adviser may choose to discontinue lending of the Fund’s portfolio 
securities at any time. 

 

Short Sales 

The Fund is authorized to engage in short sales of stocks which the Adviser believes are substantially overvalued. If 
the Fund anticipates that the price of a security will decline, it may sell the security short and borrow the same 
security from a broker or other institution to complete the sale. The Fund may realize a profit or loss depending upon 
whether the market price of the security decreases or increases between the date of the short sale and the date on 
which the Fund must replace the borrowed security. Whenever the Fund effects a short sale, it will maintain in a 
segregated manner cash or liquid securities equal to the difference between (a) the market value of the securities sold 
short and (b) any cash or securities required to be deposited as collateral with the broker in connection with the short 
sale (but not including the proceeds of the short sale). Until the Fund replaces the security it borrowed to make the 
short sale, it must maintain daily the segregated assets at such a level that the amount designated plus the amount 
deposited with the broker as collateral will equal the current market value of the securities sold short. No more than 
10% of the value of the Fund’s total net assets will be, when added together, (a) deposited as collateral for the 
obligation to replace securities borrowed to effect short sales, and (b) allocated to segregated assets in connection 
with short sales. The value of any one issuer in which the Fund is short may not exceed the lesser of 2% of the 
Fund’s net assets or 2% of the securities of any class of the issuers’ securities. The Fund’s policy regarding short 
sales is considered a fundamental investment policy and may not be changed without approval of a majority of the 
Fund’s outstanding voting securities. 
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Borrowing 

As a matter of fundamental policy, the Fund may borrow up to one third of its total assets, taken at market value as a 
temporary measure for extraordinary or emergency purposes to meet redemptions or to settle securities transactions. 
Any borrowing will be done from a bank with the required asset coverage of at least 300%. In the event that such 
asset coverage shall at any time fall below 300%, the Fund shall, within three days thereafter (not including Sundays 
or holidays) or such longer period as the SEC may prescribe by rules and regulations, reduce the amount of its 
borrowings to such an extent that the asset coverage of such borrowings shall be at least 300%. The Fund will not 
pledge more than 10% of its net assets, or issue senior securities as defined in the Investment Company Act of 1940, 
as amended (the “Investment Company Act”), except for notes to banks. The Fund’s policy regarding borrowings 
may not be changed without approval of a majority of the Fund’s outstanding voting securities. See “Investment 
Restrictions.” 

Debt Securities 

The Fund is also authorized to invest in debt securities, which may include bonds, debentures, or notes (and cash 
equivalent debt securities as described earlier). The Fund may invest its assets in debt securities pending investment 
in suitable equity securities or if the Adviser believes such securities have the potential for capital appreciation as a 
result of improvement in the creditworthiness of the issuer. The receipt of income from such debt securities is 
incidental to the Fund’s investment objective of capital appreciation. 

The Fund may invest up to 5% of its net assets, at the time of investment, in lower rated, fixed-income securities and 
unrated securities of comparable quality, commonly referred to as “junk bonds.” The market value of lower-rated, 
fixed-income securities tends to reflect individual developments affecting the issuer to a greater extent than the 
market value of higher rated securities, which react primarily to fluctuations in the general level of interest rates. 
Lower rated securities also tend to be more sensitive to economic conditions than higher rated securities. These 
lower rated fixed-income securities are considered by the rating agencies, on balance, to be predominantly 
speculative with respect to the issuer’s capacity to pay interest and repay principal in accordance with the terms of 
the obligation and will generally involve more credit risk than securities in the higher rating categories. Even bonds 
rated BBB by S&P or Baa by Moody’s ratings which are considered investment grade, possess some speculative 
characteristics. 

Issuers of high yielding, fixed-income securities are often highly leveraged and may not have more traditional 
methods of financing available to them. Therefore, the risk associated with acquiring the securities of such issuers is 
generally greater than is the case with higher rated securities. For example, during an economic downturn or a 
sustained period of rising interest rates, highly leveraged issuers of high yielding securities may experience financial 
stress. During these periods, such issuers may not have sufficient cash flow to meet their interest payment 
obligations. The issuer’s ability to service its debt obligations may also be adversely affected by specific 
developments affecting the issuer, the issuer’s inability to meet specific projected business forecasts, or the 
unavailability of additional financing. The risk of loss due to default by the issuer may be significantly greater for the 
holders of high yielding securities because such securities are generally unsecured and are often subordinated to 
other creditors of the issuer. The Fund may retain an issue that has defaulted because such issue may present an 
opportunity for subsequent price recovery. 

High yielding, fixed-income securities frequently have call or buy-back features which permit an issuer to call or 
repurchase the securities from the Fund. Although such securities are typically not callable for a period from three to 
five years after their issuance, if a call were exercised by the issuer during periods of declining interest rates, the 
Fund would likely have to replace such called securities with lower yielding securities, thus decreasing the net 
investment income to the Fund and dividends to shareholders. The premature disposition of a high yielding security 
due to a call or buy-back feature, the deterioration of the issuer’s creditworthiness, or a default may also make it 
more difficult for the Fund to manage the timing of its receipt of income, which may have tax implications. 

The Fund may have difficulty disposing of certain high yielding securities because there may be a thin trading market 
for a particular security at any given time. The market for lower rated, fixed-income securities generally tends to be 
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concentrated among a smaller number of dealers than is the case for securities which trade in a broader secondary 
retail market. Generally, purchasers of these securities are predominantly dealers and other institutional buyers, 
rather than individuals. To the extent the secondary trading market for a particular high yielding, fixed-income 
security does exist, it is generally not as liquid as the secondary market for higher rated securities. Reduced liquidity 
in the secondary market may have an adverse impact on market price and the Fund’s ability to dispose of particular 
issues, when necessary, to meet the Fund’s liquidity needs or in response to a specific economic event, such as a 
deterioration in the creditworthiness of the issuer. Reduced liquidity in the secondary market for certain securities 
may also make it more difficult for the Fund to obtain market quotations based on actual trades for purposes of 
valuing the Fund’s portfolio. Current values for these high yield issues are obtained from pricing services and/or a 
limited number of dealers and may be based upon factors other than actual sales. 

For a description of debt security ratings, please refer to Appendix A to this SAI. 

Options 

The Fund may purchase or sell options on individual securities as well as on indices of securities as a means of 
achieving additional return or of hedging the value of the Fund’s portfolio, provided that at no time will more than 
5% of the Fund’s assets be allocated to premiums or margins required to establish options positions for non-hedging 
purposes, and no more than 10% of the Fund’s assets will be subject to obligations underlying such options.  

A call option is a contract that gives the holder of the option the right, in return for a premium paid, to buy from the 
seller the security underlying the option at a specified exercise price at any time during the term of the option or, in 
some cases, only at the end of the term of the option. The seller of the call option has the obligation upon exercise of 
the option to deliver the underlying security upon payment of the exercise price. A put option is a contract that gives 
the holder of the option the right, in return for a premium paid, to sell to the seller the underlying security at a 
specified price. The seller of the put option, on the other hand, has the obligation to buy the underlying security upon 
exercise at the exercise price. 

If the Fund has sold an option, it may terminate its obligation by effecting a closing purchase transaction. This is 
accomplished by purchasing an option of the same series as the option previously sold. There can be no assurance 
that a closing purchase transaction can be effected when the Fund so desires.  

The purchaser of an option risks a total loss of the premium paid for the option if the price of the underlying security 
does not increase or decrease sufficiently to justify exercise. The seller of an option, on the other hand, will 
recognize the premium as income if the option expires unrecognized but forgoes any capital appreciation in excess of 
the exercise price in the case of a call option and may be required to pay a price in excess of current market value in 
the case of a put option. Options purchased and sold other than on an exchange in private transactions also impose 
on the Fund the credit risk that the counterparty will fail to honor its obligations. The Fund will not purchase options 
if, as a result, its aggregate obligations relating to outstanding options exceeds 10% of the Fund’s assets.  

Writing Covered Call Options 

The general reason for writing call options is to attempt to realize income. By writing covered call options, the Fund 
gives up the opportunity, while the option is in effect, to profit from any price increase in the underlying security 
above the option exercise price. In addition, the Fund’s ability to sell the underlying security will be limited while the 
option is in effect unless the Fund effects a closing purchase transaction. A closing purchase transaction cancels out 
the Fund’s position as the writer of an option by means of an offsetting purchase of an identical option prior to the 
expiration of the option it has written. Covered call options serve as a partial hedge against the price of the 
underlying security declining. The Fund writes only covered options, which means that so long as the Fund is 
obligated as the writer of the option it will, through its custodian, have deposited the underlying security of the 
option or, if there is a commitment to purchase the security, segregate a reserve of cash or liquid securities with a 
securities depository with a value equal to or greater than the exercise price of the underlying securities. By writing a 
put, the Fund will be obligated to purchase the underlying security at a price that may be higher than the market 
value of that security at the time of exercise for as long as the option is outstanding. The Fund may engage in closing 
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transactions in order to terminate put options that it has written. 

Purchasing Options 

A put option may be purchased to partially limit the risks of the value of an underlying security or the value of a 
commitment to purchase that security for forward delivery. The amount of any appreciation in the value of the 
underlying security will be partially offset by the amount of the premium paid for the put option and any related 
transaction costs. Prior to its expiration, a put option may be sold in a closing sale transaction and profit or loss from 
a sale will depend on whether the amount received is more or less than the premium paid for the put option plus the 
related transaction costs. A closing sale transaction cancels out the Fund’s position as purchaser of an option by 
means of an offsetting sale of an identical option prior to the expiration of the option it has purchased. In certain 
circumstances, the Fund may purchase call options on securities held in its investment portfolio on which it has 
written call options or on securities which it intends to purchase. 

Repurchase Agreements 

For purposes of cash management only, the Fund may enter into repurchase agreements with qualified brokers, 
dealers, banks and other financial institutions deemed creditworthy by the Adviser under standards adopted by the 
Board of Trustees. Under repurchase agreements, the Fund may purchase any of the cash equivalent securities 
described above and simultaneously commit to resell such securities at a future date to the seller at an agreed upon 
price plus interest. The seller will be required to collateralize the agreement by transferring securities to the Fund 
with an initial market value, including accrued interest, that equals or exceeds the repurchase price, and the seller 
will be required to transfer additional securities to the Fund on a daily basis to ensure that the value of the collateral 
does not decrease below the repurchase price. No more than 15% of the Fund’s net assets will be invested in illiquid 
securities, including repurchase agreements which have a maturity of longer than seven days. For purposes of the 
diversification test for qualification as a regulated investment company under the Internal Revenue Code, repurchase 
agreements are not counted as cash, cash items or receivables, but rather as securities issued by the counterparty to 
the repurchase agreements. If the seller of the underlying security under the repurchase agreement should default on 
its obligation to repurchase the underlying security, the Fund may experience delay or difficulty in recovering its 
cash. To the extent that in the meantime, the value of the security purchased had decreased, the Fund could 
experience a loss. While management of the Fund acknowledges these risks, it is expected that they can be controlled 
through stringent security selection and careful monitoring procedures.  

Investments in Mutual Funds or Exchange Traded Funds 

The Fund may invest in shares of other open and closed-end investment companies, including exchange traded funds, 
which principally invest in securities of the type in which the Fund invests. The Fund may only invest in other 
investment companies within limits set by the Investment Company Act, which currently allows the Fund to invest up 
to 10% of its total assets in other investment companies. No more than 5% of the Fund’s total assets may be invested 
in securities of any one investment company, nor may the Fund acquire more than 3% of the voting securities of any 
investment company. Certain exchange traded funds have an exemption from the limits set by the Investment 
Company Act, which allows for a larger investment. Investments in other investment companies, including exchange 
traded funds, will generally involve duplication of advisory fees and other expenses. 

Illiquid and Restricted Securities  

The Fund may invest up to 15% of its net assets in securities which may be considered illiquid, by virtue of the 
absence of a readily available market, legal or contractual restrictions on resale, longer maturities, or other factors 
limiting the marketability of the security. Generally, an illiquid security is any security that cannot be disposed of 
within seven days in the ordinary course of business at approximately the amount at which the Fund has valued the 
security. This policy does not limit the acquisition of (i) restricted securities eligible for resale to qualified 
institutional buyers pursuant to Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”) or (ii) 
commercial paper issued pursuant to Section 4(2) of the Securities Act, that are determined to be liquid in 
accordance with guidelines established by the Board of Trustees of the Trust. While maintaining oversight, the 
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Board of Trustees has delegated the day-to-day function of determining liquidity to the Adviser. 

The Board of Trustees has instructed the Adviser to consider the following factors in determining the liquidity of a 
security purchased under Rule 144A or commercial paper issued pursuant to Section 4(2) the Securities Act; (i) the 
frequency of trades and trading volume for the security; (ii) whether at least three dealers are willing to purchase or 
sell the security and the number of potential purchasers; (iii) whether at least two dealers are making a market in the 
security; and (iv) the nature of the security and the nature of the marketplace trades (e.g., the time needed to dispose 
of the security, the method of soliciting offers and the mechanics of transfer). If the Adviser determines that a 
security which was previously determined to be liquid, is no longer liquid and, as a result, the Fund’s holdings of 
illiquid securities exceed the Fund’s 15% limit on investment in such securities, the Adviser will determine what 
action shall be taken to ensure that the Fund continues to adhere to such limitation, including disposing of illiquid 
assets. 

INVESTMENT RESTRICTIONS 

The Fund has adopted the investment restrictions set forth below, some of which (as indicated), are fundamental 
policies of the Fund and cannot be changed without the approval of a majority of the Fund’s outstanding voting 
securities. As provided in the Investment Company Act, a “vote of a majority of the outstanding voting securities” 
means the affirmative vote of the lesser of: (i) more than 50% of the outstanding shares; or (ii) 67% or more of the 
shares present at a meeting if more than 50% of the outstanding shares are represented at the meeting in person or by 
proxy. As a matter of fundamental policy, the Fund may not:  

 1. As to 75% of its total assets, invest more than 5% of the total assets of the Fund in the securities of 
any one issuer, other than cash or cash items, or obligations issued or guaranteed by the U.S. 
Government, its agencies or instrumentalities, or other investment companies. 

 2. As to 75% of its total assets, purchase more than 10% of the voting securities, or any class of 
securities, of any single issuer. For purposes of this restriction, all outstanding fixed income 
securities of an issuer are considered as one class. 

 3. Invest more than 25% of its total assets (taken at market value at the time of each investment) in the 
securities of issuers in any particular industry. This limitation shall not apply to obligations issued or 
guaranteed by the U.S. Government, its agencies or instrumentalities; investments in certificates of 
deposit and bankers’ acceptances will not be considered investments in the banking industry; utility 
companies will be divided according to their services; financial service companies will be classified 
according to the end users of their services; and asset-backed securities will be classified according 
to the underlying assets securing such securities. 

 4. Invest in real estate or interests in real estate, however, this will not prevent the Fund from investing 
in securities secured by real estate or interests therein, or in publicly-held real estate investment 
trusts or marketable securities of companies which may represent indirect interests in real estate.  

 5. Purchase or sell commodities or commodity contracts, except that the Fund may purchase or sell 
stock index options, stock index futures, financial futures and related options on such futures. 

 6. Issue senior securities, except that the Fund may borrow money in accordance with investment 
limitation 9 below, purchase securities on a when-issued, delayed settlement or forward delivery 
basis, sell securities short and enter into reverse repurchase agreements. 

 7. Purchase any securities on margin, except that the Fund may obtain such short-term credit as may be 
necessary for the clearance of purchases and sales of portfolio securities. The payment by the Fund 
of initial or variation margin in connection with options transactions, if applicable, shall not be 
considered the purchase of a security on margin. 
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 8. Make loans of money or property, except through: (i) the purchase of debt instruments consistent 
with its investment objective and policies; (ii) investment in repurchase agreements; or (iii) loans of 
portfolio securities in a manner consistent with the Fund’s investment objective and policies and the 
provisions of the Investment Company Act and regulations and SEC positions thereunder. 

 9. Borrow amounts in excess of 33 1/3% of its total assets, taken at market value, and then only from 
banks (i) as a temporary measure for extraordinary or emergency purposes such as the redemption of 
Fund shares or (ii) in connection with reverse repurchase agreements. Utilization of borrowings may 
exaggerate increases or decreases in an investment company’s net asset value. However, the Fund 
will not purchase securities while borrowings exceed 5% of its total assets, except to honor prior 
commitments and to exercise subscription rights when outstanding borrowings have been obtained 
exclusively for settlements of other securities transactions. 

 10. Mortgage, pledge, hypothecate or otherwise encumber its assets, except in amounts up to 33 1/3% of 
its total assets, but only to secure borrowings authorized in the preceding restriction or to 
collateralize securities trading practices described herein and in the Fund’s prospectus. 

 11. Underwrite securities of other issuers except insofar as the Fund may be deemed an underwriter 
under the Securities Act, in selling portfolio securities. 

The policies set forth below are non-fundamental policies of the Fund and may be amended without the approval of 
the shareholders of the Fund. The Fund will not: 

 1. Purchase securities of other investment companies, except to the extent permitted under the 
Investment Company Act or in connection with a merger, consolidation, acquisition or 
reorganization, or in accordance with any exemptive order granted by the SEC. 

 2. Make investments in securities for the purpose of exercising control over or management of the 
issuer. 

 

MANAGEMENT 

The following tables present certain information regarding the Board of Trustees and officers of the Trust. The 
trustee listed under “Interested Trustee” is an “interested person” of the Adviser or the Trust, within the meaning of 
the Investment Company Act. Each person who is not an “interested person” of the Adviser or the Trust within the 
meaning of the Investment Company Act is referred to as an “Independent Trustee” and is listed under such heading 
below. The address of each Trustee and officer as it relates to the Trust’s business is Barley Mill House, 3701 
Kennett Pike, Wilmington, DE  19807. 
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Occupation(s) 

During Past 

Five Years 

Number of 

Portfolios in 

Fund 

Complex 

Overseen by 

Trustee 

Other 

Directorships 

Held by 

Trustee 

INDEPENDENT TRUSTEES 

 

WENDELL FENTON 

Date of Birth: May 1939 
Trustee Shall serve until 

death, resignation or 
removal. Trustee 
since 1997. 

Retired since 2009; 
formerly, Partner, 
Richards, Layton & 
Finger (law firm) 
from 1971 - 2009. 

1 None 
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Name and 

Date of Birth 

Position(s) 

Held with 

Trust 

Term of Office and 

Length of Time 

Served 

Principal 

Occupation(s) 

During Past 

Five Years 

Number of 

Portfolios in 

Fund 

Complex 

Overseen by 

Trustee 

Other 

Directorships 

Held by 

Trustee 

NICHOLAS A. GIORDANO 

Date of Birth: March 1943 
Trustee Shall serve until 

death, resignation or 
removal. Trustee 
since 2000. 

Consultant, 
financial services 
organizations since 
1997. 

1 Trustee, WT 
Mutual Fund 
(12 portfolios); 
Director, 
Independence 
Blue Cross; 
Director, 
Intricon Corp. 
(producer of 
medical 
devices);  
Director, The 
RBB Fund, Inc  
(19 portfolios) 

DAVID M. REESE, JR. 

Date of Birth: July 1935 
Trustee Shall serve until 

death, resignation or 
removal. Trustee 
since 1997. 

Semi-retired since 
1996.  

1 None 

DAVID D. WAKEFIELD 

Date of Birth: October 1930 

Trustee Shall serve until 
death, resignation or 
removal. Trustee 
since 1997. 

Retired private 
investor since 1997. 

1 None 

INTERESTED TRUSTEE 

 

FORD B. DRAPER, Jr.
1
 

Date of Birth: May 1942 
Trustee, 

Chairman, 
President and 

Principal 
Accounting 

Officer. 

Shall serve until 
death, resignation or 
removal. Trustee, 
President and 
Chairman of the 
Board since 1997. 

Founder, President, 
Director, and Chief 
Investment Officer 
of Kalmar 
Investments Inc. 
since 1982; 
President, Kalmar 
Investment 
Advisers since 
1997. 

1 None 
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Name and 

Date of Birth 

Position(s) 

Held with 

Trust 

Term of Office and 

Length of Time 

Served 

Principal 

Occupation(s) 

During Past 

Five Years 

Number of 

Portfolios in 

Fund 

Complex 

Overseen by 

Trustee 

Other 

Directorships 

Held by 

Trustee 

OFFICERS 

 

FORD B. DRAPER, III
2 

Date of Birth: November 1966 
Vice President Shall serve at the 

pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 2000. 

Managing Director, 
Trading and Client 
Services, Kalmar 
Investments Inc. 
since 1991 and 
Kalmar Investment 
Advisers since 
1997. 

N/A N/A 

VERNA KNOWLES 

Date of Birth: November 1945 
Treasurer and 

Chief Financial 
Officer 

Shall serve at the 
pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 1998. 

Administration 
Director and 
Treasurer, Kalmar 
Investments Inc. 
since 1998; Trustee 
and Treasurer, 
Kalmar Investment 
Advisers since 
1997; President and 
Director, Books 
and Balances Ltd. 
(accounting 
services) since 
1988.  

N/A N/A 

MARJORIE L. 

MCMENAMIN 

Date of Birth: August 1949 

Secretary Shall serve at the 
pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 1998. 

Operations 
Director, Kalmar 
Investments Inc. 
since 1992; 
Operations 
Director, Kalmar 
Investment 
Advisers since 
1997. 

N/A N/A 
 

KIMBERLY R. 

PORTMANN 

Date of Birth: January 1967 

Chief 
Compliance 

Officer 

Shall serve at the 
pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 2004. 

Chief Compliance 
Officer, Kalmar 
Investments Inc. 
and Kalmar 
Investment 
Advisers since 
2004. 
  

N/A N/A 
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Name and 

Date of Birth 

Position(s) 

Held with 

Trust 

Term of Office and 

Length of Time 

Served 

Principal 

Occupation(s) 

During Past 

Five Years 

Number of 

Portfolios in 

Fund 

Complex 

Overseen by 

Trustee 

Other 

Directorships 

Held by 

Trustee 

DIANE J. DRAKE 

301 Bellevue Parkway 
Wilmington, DE 19809 
Date of Birth: July 1967 

Assistant 
Secretary 

Shall serve at the 
pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 2005. 

Vice President and 
Counsel, PNC 
Global Investment 
Servicing (U.S.) 
Inc. (“PNC”) since 
2008; Vice 
President and 
Associate Counsel, 
PNC from 2003-
2007. 
 

N/A N/A 

JAMES G. SHAW 

103 Bellevue Parkway 
Wilmington, DE 19809 
Date of Birth:  October 1960 

Assistant 
Treasurer 

Shall serve at the 
pleasure of the 
Board and until 
successor is elected 
and qualified. 
Officer since 2005. 

Director and Vice 
President, PNC 
since 2005; Vice 
President, PNC 
from 1995-2005. 

N/A N/A 

1 Mr. Draper, Jr. is an “interested” Trustee, as defined in the Investment Company Act by reason of his position as 
president of Kalmar Investment Advisers, the Trust’s investment adviser. 

2 Ford B. Draper, III is the son of Ford B. Draper, Jr. 

Leadership Structure and Responsibilities of the Board of Trustees and Committees 
 

Under Delaware law, the Trust’s Board of Trustees is responsible for establishing the Fund’s policies and for 

overseeing the management of the Fund. The Board also elects the Trust’s officers who conduct the daily business of 

the Fund. 

  

Currently the Board is comprised of five individuals, one of whom is considered an “interested person” of the Trust 

as defined by the Investment Company Act. The remaining Trustees are not interested persons of the Trust (the 

“Independent Trustees”).   

  

The Board has adopted a Statement of Policy on the Qualifications for Selection as Chairman of the Board that sets 

forth the following required skills of a Chairman in addition to the basic qualifications for all members of the Board:  

(i) the ability to exercise leadership among the Trustees; (ii) the ability to chair Board meetings in an evenhanded 

and open manner; (iii) the ability to communicate effectively with the Fund’s shareholders, service providers, 

regulatory agencies, the press and other relevant parties; (iv) the ability to represent the Fund’s interests effectively 

in all dealings with the Fund’s adviser and other service providers; and (v) the ability to evaluate and prioritize issues 

for consideration by the Board.  Independent Trustees exercise their informed business judgment to appoint an 

individual of their choosing to serve as Chairman, regardless of whether the Trustee happens to be independent or a 

member of management.   

 

Ford B. Draper, Jr., an “interested person” (as such term is defined in the 1940 Act) currently serves as the Chairman 

of the Board.  The Trustees have determined that Mr. Draper satisfies the principles set forth in the statement of 

policy and that Mr. Draper’s service as Chairman is appropriate and benefits shareholders due to his personal and 

professional stake in the quality of services provided to the Fund.  The Independent Trustees have determined that 
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they can act independently and effectively without having an Independent Trustee serve as Chairman.  Nonetheless, 

as currently composed, the Independent Trustees constitute a substantial majority of the Board.    

  

Each Trustee was appointed to serve on the Board because of his experience, qualifications, attributes and/or skills 

as set forth in the subsection “Trustee Qualifications,” below.  Based on a review of the Board and its function, the 

Trustees have determined that the leadership structure of the Board is appropriate and that the Board’s role in the 

risk oversight of the Trust, a discussed below, allows the Board to effectively administer its oversight function.  

Currently, the Board has an Audit Committee and a Nominating and Governance Committee.  The responsibilities of 

each committee and its members are described below.   

  

The Audit Committee is comprised of Messrs. Fenton, Giordano, Reese and Wakefield, each an Independent 

Trustee. Mr. Wakefield serves as the chairman of the Committee. Pursuant to its charter, the Audit Committee has 

the responsibility, among other things, to: (1) approve in advance the appointment, compensation and oversight of 

the Trust’s independent registered public accounting firm; (2) review and approve the scope of the independent 

registered public accounting firm’s audit activity; (3) review the financial statements which are the subject of the 

independent registered public accounting firm’s certifications; and (4) review with such independent registered 

public accounting firm the adequacy of the Trust’s basic accounting system and the effectiveness of the Trust’s 

internal accounting controls. During the fiscal year ended December 31, 2009, there were two meetings of the Audit 

Committee. 

  
The Nominating and Governance Committee is comprised of Messrs. Fenton, Giordano, Reese and Wakefield, each 
an Independent Trustee. Mr. Fenton serves as chairman of the Committee. Pursuant to its charter, the Nominating 
and Governance Committee is responsible for assessing the size, structure and composition of the Board; 
determining trustee qualification guidelines as well as compensation, insurance and indemnification of trustees; and 
identifying qualified candidates to serve as Trustee candidates. During the fiscal year ended December 31, 2009, 
there was one meeting of the Nominating and Governance Committee. The Nominating and Governance Committee 
will consider nominee candidates recommended by shareholders. Shareholders who wish to recommend individuals 
for consideration by the Committee as nominee candidates may do so by submitting a written recommendation to the 
Secretary of the Trust at: Barley Mill House, 3701 Kennett Pike, Wilmington, DE 19807. Submissions must include 
sufficient biographical information concerning the recommended individual, including age, at least twenty years of 
employment history with employer names and a description of the employer’s business, and a list of board 
memberships (if any). The submission must be accompanied by a written consent of the individual to stand for 
election if nominated by the Board and to serve if elected. Recommendations must be received in a sufficient period 
of time, as determined by the Committee in its sole discretion, prior to the date proposed for the consideration of 
nominee candidates by the Board. Upon the written request of shareholders holding at least 10% of the Trust’s shares 
in the aggregate, the Secretary shall present to any special meeting of shareholders such nominees for election as 
Trustees as specified in such written request. 
 

Trustee Qualifications 

 

The following is a brief discussion of the experience, qualifications, attributes and/or skills that led to the Board of 

Trustees’ conclusion that each individual identified below is qualified to serve as a Trustee of the Trust.  In 

determining that a particular Trustee was qualified to serve as a Trustee, the Board has considered a variety of 

criteria, none of which was controlling. The Board believes that the Trustees’ ability to review critically, evaluate, 

question and discuss information provided to them, to interact effectively with the Adviser, other service providers, 

counsel and independent auditors, and to exercise effective business judgment in the performance of their duties, 

support the conclusion that each Trustee is qualified to serve as a Trustee of the Trust.  In addition, the following 

specific experience, qualifications, attributes and/or skills apply as to each Trustee: Mr. Wendell Fenton is presently 

retired but was formerly a Partner of Richards, Layton & Finger (law firm) from 1971 until 2009; Mr. Nicholas A. 

Giordano is a consultant for financial services organizations since 1997 and was formerly the President of LaSalle 

University from 1998 to 1999 and President and Chief Executive Officer of the Philadelphia Stock Exchange from 

1981 to 1997;  Mr. David M. Reese, is presently semi-retired, but formerly served as a portfolio manager and 

research analyst for Kalmar Investments from 1982 through March 1996;  Mr. David D. Wakefield is a private 

investor since 1997, prior to which he served as an Executive Secretary of Longwood Foundations and Welfare 
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Foundation from 1992 to 1997, and Chairman and President of J.P. Morgan Delaware from 1989 to 1992; and Mr. 

Ford B. Draper, Jr. (the only interested Trustee) is the Founder, President, Director, and Chief Investment Officer of 

Kalmar Investments Inc. since 1982 and President of Kalmar Investment Advises since 1997.   

  
In its periodic self-assessment of the effectiveness of the Board, the Board considers the complementary individual 
skills and experience of the individual Trustees primarily in the broader context of the Board’s overall composition 
so that the Board, as a body, possesses the appropriate (and appropriately diverse) skills and experience to oversee 
the business of the Trust. The summaries set forth above as to the experience, qualifications, attributes and/or skills 
of the Trustees do not constitute holding out the Board or any Trustee as having any special expertise or experience, 
and do not impose any greater responsibility or liability on any such person or on the Board as a whole than would 
otherwise be the case. 
 

Risk Oversight 

 
Through its direct oversight role, and indirectly through its Committees, of officers and service providers, the Board 
performs a risk oversight function for the Fund consisting, among other things, of the following activities:  (1) at 
regular and special Board meetings, and on an ad hoc basis as needed, receiving and reviewing reports related to the 
performance and operations of the Fund; (2) reviewing and approving, as applicable, the compliance policies and 
procedures of the Trust; (3) meeting with the portfolio management team to review investment strategies, techniques 
and the processes used to manage related risks; (4) meeting the representatives of key service providers, including 
the investment adviser, administrator, the distributor, the transfer agent, the custodian and the independent registered 
public accounting firm of the Fund, to review and discuss the activities of the Fund and to provide direction with 
respect thereto; and (5) engaging the services of the Chief Compliance Officer of the Fund to test the compliance 
procedures of the Trust and its service providers. 
 

Security and Other Interests.  The following table sets forth the dollar range of equity securities owned 
beneficially and of record by each Trustee in the Fund as of December 31, 2009. 
 

Name of Trustee Dollar Range of Ownership in Fund 

Aggregate Dollar Range of 

Ownership in Investment 

Companies Overseen by Trustee 

in Family of Investment 

Companies 

INTERESTED TRUSTEE  
Ford B. Draper, Jr. Over $100,000 Over $100,000 
   
INDEPENDENT TRUSTEES  
Wendell Fenton $50,001 - $100,000 $50,001-$100,000 
Nicholas A. Giordano $50,001 - $100,000 $50,001-$100,000 
David M. Reese $50,001 - $100,000 $50,001-$100,000 
David D. Wakefield Over $100,000 Over $100,000 

As of December 31, 2009, none of the Independent Trustees, or their immediate family members (spouse or 
dependent children) owned beneficially or of record any interest in the Trust’s Adviser or PFPC Distributors, Inc., 
(“PFPC Distributors”), the Trust’s distributor, or in any person directly or indirectly controlling, controlled by, or 
under common control with such entities.  

Advisory Agreement Approval 

Disclosure relating to the material factors and the conclusions that formed the basis for the Board of Trustees 
approval of the continuation of the Fund’s investment advisory agreement is available in the Fund’s annual report to 
shareholders dated December 31, 2009, which may be obtained without charge by calling 800-463-6670 or visiting 
the Adviser’s website at www.kalmarinvestments.com. 
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Compensation.  The fees and expenses of the Independent Trustees are paid by the Trust. Except for the Trust’s 
Chief Compliance Officer, compensation to officers and Trustees of the Trust who are affiliated with the Adviser is 
paid by the Adviser, and not by the Trust. The Trust pays 50% of the compensation of the Trust’s Chief Compliance 
Officer pursuant to the annual approval by the Board of Trustees. The Trust’s Chief Compliance Officer also acts as 
the Advisor’s Chief Compliance Officer. The following table shows the fees paid during the fiscal year ended 
December 31, 2009 to the Independent Trustees for their service to the Trust. 

Independent Trustee 

Aggregate 

Compensation 

from Trust 

Pension or Retirement 

Benefits Accrued as 

Part of Trust 

Expenses 

Estimated 

Annual Benefits 

Upon Retirement 

Total 

Compensation 

from Trust  

Paid to Trustees 

Wendell Fenton $19,000 $0 $0 $19,000 

Nicholas Giordano $19,000 $0 $0 $19,000 

David M. Reese, Jr. $19,000 $0 $0 $19,000 

David D. Wakefield $19,000 $0 $0 $19,000 

Codes of Ethics 

The Adviser and the Trust have each adopted a Code of Ethics under Rule 17j-1 of the Investment Company Act. 
Each Code significantly restricts the personal investing activities of directors and officers of the Adviser and 
employees of the Adviser and the Trust with access to information about current portfolio transactions. Among other 
provisions, each Code requires that such directors, officers and employees with access to information about the 
purchase or sale of portfolio securities obtain preclearance before executing personal trades. 

On an annual basis or whenever deemed necessary, the Board of Trustees reviews reports regarding Codes of Ethics 
relative to the Trust, including information about any material violations of the Codes. The Codes are on public file 
with the SEC as exhibits to the Trust’s registration statement. 

Proxy Voting Policies and Procedures 

The Board of Trustees of the Trust has delegated responsibility for decisions regarding proxy voting for securities 
held by the Fund to the Adviser. The Adviser will vote such proxies in accordance with the proxy voting policies and 
procedures, which are included as Appendix B to this SAI. The Board of Trustees will periodically review the 
Fund’s proxy voting record. 

Information regarding how the Fund voted proxies relating to its portfolio securities during the twelve-month period 
ended June 30, 2009 is available in the Trust’s Form N-PX which can be obtained, without charge, upon request by 
calling the Adviser at 800-463-6670. The Trust’s Form N-PX is also available on the SEC’s website at 
www.sec.gov. 

 

Disclosure of Portfolio Holdings 

 

The Board of Trustees has adopted policies and procedures regarding the disclosure of portfolio holdings. The Fund 
will not provide or permit others to provide information about the Fund’s portfolio holdings on a selective basis 
except when there are legitimate business purposes for doing so as determined by the President, Vice President or 
Chief Compliance Officer. In any event, no consideration or compensation will be paid for disclosure of the Fund’s 
portfolio holdings. The Fund’s Chief Compliance Officer is responsible for monitoring compliance with the policy 
and will report any disclosure arrangements to the Board of Trustees at the next quarterly meeting. In adopting such 
policies and procedures, the Board of Trustees considered actual and potential conflicts of interest that could arise 
between the interests of the Fund’s shareholders and those of the Fund’s investment adviser or any affiliated person 
of the adviser. 
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The Trust provides portfolio holdings information as required in regulatory filings and shareholder reports and may 
disclose portfolio holdings information in response to requests from government authorities.  The Fund may post 
portfolio holdings on its website or in another public distribution released at regular intervals or from time to time (at 
the discretion of the Fund) in accordance with applicable law.  Such portfolio holdings information will be as of a 
date at least 7 days prior to its release.  If the Fund releases portfolio holdings information in such a manner, the 
information may include the securities names, the number of shares held by the Fund, and the cost and market value 
of the Fund’s holdings.  In addition to the schedule of portfolio holdings, the Fund may release information about the 
number of securities it holds, a summary of the Fund’s top ten holdings (including security name and the percentage 
of assets invested in each holding), and a percentage breakdown of the Fund’s investments by country, sector, 
industry and market capitalization, as applicable.  This additional portfolio holdings information will also be as of a 
date at least 7 days prior to its release.  The day after portfolio holdings information is publicly released or available 
on the Fund’s website, it may be mailed, e-mailed or otherwise transmitted to any person. 
 
The Trust may distribute or authorize the distribution of information about the Fund’s portfolio holdings that is not 
publicly available (on a website or otherwise) to the following: (1) the Trust or Kalmar’s employees and affiliates 
that provide services to the Trust; (2) PNC or other service providers who require access to the information for the 
following purposes: (a) in order to fulfill their contractual duties relating to the Fund; (b) to facilitate the review of 
the Fund by a ranking or rating agency; (c) for the purpose of due diligence or reorganization planning regarding a 
merger or acquisition; or (d) for the purpose of effecting in-kind redemption of securities; (3) Deloitte & Touche 
LLP, the Fund’s independent registered public accounting firm, for use in providing audit opinions; (4) financial 
printers for the purpose of preparing Fund reports or regulatory filings; (5) PFPC Trust Company, the Trust’s 
custodian, in connection with its custody of the Fund’s assets; (6) if applicable, proxy voting service; and (7) data 
aggregators, including Lipper and Morningstar. 
 
Information may be provided to the parties listed above if they have a contractual or ethical duty that prohibits them 
from sharing the Fund’s portfolio holdings information without specific authorization from an executive officer of 

the Trust. 

 

CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES 

As of April 1, 2010, the following organizations or individuals held of record 5% or more of the shares of the Fund 
as indicated below. Any shareholder that owns 25% or more of the outstanding shares of a portfolio or class may be 
presumed to “control” (as that term is defined in the 1940 Act) the portfolio or class. Shareholders controlling a 
portfolio or class could have the ability to vote a majority of the shares of the portfolio or class on any matter 
requiring approval of the shareholders of the portfolio or class.  

 
Name and Address Percentage Owned 
  
Charles Schwab & Co. Inc. 
101 Montgomery Street 
San Francisco, CA  94104 
 

44.28% 

Wachovia Bank NA Omnibus 
1525 West WT Harris Blvd. 
Charlotte, NC 28288 

6.22% 

 
As of April 1, 2010, the Trustees and officers of the Trust, as a group, owned less that 1% of the Fund’s shares. 
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SERVICE PROVIDERS 

 

Investment Advisory Services 
 
The Trust has entered into an investment advisory agreement, on behalf of the Fund, with the Adviser (the “Advisory 
Agreement”), for the provision of investment advisory services to the Fund. The Adviser selects investments and 
supervises the assets of the Fund in accordance with the investment objective, policies and restrictions of the Fund, 
and places orders for the purchase and sale of portfolios securities with broker-dealers, subject to the supervision and 
direction of the officers and Board of Trustees of the Trust. The Advisory Agreement continues in effect from year to 
year if such continuance is specifically approved at least annually by the Trust’s Board of Trustees or by a majority 
of the outstanding voting securities of the Trust, and in either event, by a majority of the Independent Trustees of the 
Trust casting votes in person at a meeting called for such purpose. Pursuant to the Advisory Agreement, the Fund is 
obligated to pay the Adviser a monthly fee equal to an annual rate of 1.00% on the first $750 million of the Fund’s 
average daily net assets; 0.975% on the next $250 million of the Fund’s average daily net assets and 0.95% on the 
Fund’s average daily net assets in excess of $1 billion. For the fiscal years ended December 31, 2009, 2008 and 2007 
the Fund paid advisory fees of $2,372,643, $3,146,551 and $3,913,297, respectively. 

General expenses of the Fund (such as costs of maintaining corporate existence, legal fees, insurances, etc.) and 
certain registration or notice filing fees, brokerage commissions and other portfolio expenses will be borne by the 
Fund. 

Kalmar is entirely owned by thirteen principals and Mr. Ford B. Draper, Jr. owns a majority interest in Kalmar. 
Please see the “Management” section of this SAI for additional information on Mr. Draper. 

Investment Committee 

 
The Adviser has an Investment Committee (“Committee”) of portfolio managers and analysts dedicated to managing 
the Fund. The Committee meets regularly to review portfolio holdings and discuss purchase and sale activity. 
Committee members buy and sell securities for the Fund as they see fit, guided by the Fund’s investment objective 
and strategy. 
 

Other Accounts Managed  

 
The Investment Committee members (the “Committee”) also may be responsible for the day-to-day management of 
other accounts, as indicated by the following table.  
 
Other Accounts Managed (as of December 31, 2009): 
 

Name of 
Investment 
Committee 
Members 

Type of Accounts Total # 
of 

Accounts 
Managed 

Total Assets 
 

($ millions) 

# of Accounts 
Managed that 
Advisory Fee 

Based on 
Performance 

Total Assets that 
Advisory Fee 

Based on 
Performance 
($ millions) 

      
Ford B. Draper, Jr. Registered Investment Co.: 

Other Pooled Inv. Vehicles: 
Other Accounts: 

3 
N/A 
274 

$2,227 
--- 

$951 

2 
--- 
--- 

$1,973 
--- 
--- 

Dana F. Walker Registered Investment Co.: 
Other Pooled Inv. Vehicles: 
Other Accounts: 

3 
N/A 
274 

$2,227 
--- 

$951 

2 
--- 
--- 

$1,973 
--- 
--- 
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Potential Conflicts of Interest  

The Adviser does not believe any material conflicts of interest exist as a result of the Committee members managing 
the Fund and managing the other accounts noted above. The investment strategies of the Fund and the other accounts 
managed by Committee members do not materially conflict. 

There will be times when the Adviser may recommend purchases and/or sales of the same portfolio securities for the 
Fund and its other clients. In such circumstances, it will be the policy of the Adviser to allocate purchases and sales 
among the Fund and its other clients in a manner which the Adviser deems equitable, taking into consideration such 
factors as size of accounts, concentration of holdings, investment objectives, tax status, cash availability, purchase 
costs, holding periods and other pertinent factors relative to each account. Simultaneous transactions could adversely 
affect the ability of the Fund to obtain or dispose of the full amount of a security which it seeks to purchase or sell or 
the price at which such security can be purchased or sold. 

Compensation  

The Adviser seeks to maintain a compensation program that is competitive and incentivized so as to be able to attract 
and retain outstanding, high-caliber investment professionals and to closely link their compensation to their 
particular contribution to client returns and to the attainment of the performance goals of our “Growth-with-Value” 
investment philosophy. Portfolio managers receive a base salary, an incentive bonus opportunity, a benefits package, 
and an opportunity (if invited by the Board) to purchase equity in the Adviser. Portfolio manager compensation is 
reviewed and modified each year as appropriate to reflect changes in the market place, as well as to adjust the factors 
used to determine bonuses in order to promote good sustained Fund and separate account performance. 
 
Base Salary:  In setting portfolio manager fixed base salary, the Adviser’s intention is to be competitive in light of 
the particular person’s experience, tenure, contribution, and responsibilities. 
 
Annual Bonus:  Each portfolio manager is eligible to receive an annual cash bonus which has quantitative and non-
quantitative components. The quantitative components, generally 60-70% of the bonus, are based on the specific 
contribution of the individual’s research ideas to the success of the managed portfolios, including the Fund, in 
absolute and index-relative terms (Russell 2000® and Russell 2000® Growth) for 1-year and 3-year periods. 
 
The non-quantitative component is based on an evaluation of the individual’s contribution to the Adviser’s team-
oriented research and portfolio management process and of their other contributions to client satisfaction, client 
communication, and the overall success of the firm. For purposes of illustration, examples of factors weighed in this 
evaluation are: (i) maintenance of insightful knowledge and opinions on companies owned in the portfolio; (ii) 
generation and development of new investment ideas, including the quality of security analysis and identification of 
appreciation catalysts; (iii) ability and willingness to develop and share ideas and contribute to idea deliberation on a 
team basis; and (iv) contribution to investment strategy, buy and sell discipline, and the overall performance results 
of the portfolios managed by the investment team. 
 
Benefits Package:  The firm’s benefits package which all employees, including portfolio managers, participate in 
incorporates health insurance, travel accident insurance, a 401K plan with a firm match, and a profit sharing plan 
based on the overall success of the firm. 
 
Equity Ownership:  The opportunity for equity ownership in the Adviser is open to all key, highest contributing 
employees of the firm from whatever professional discipline, solely at the discretion and invitation of the Adviser’s 
Board. Such ownership is purchased from the firm, rather than awarded as a bonus. The three senior portfolio 
managers most responsible for the Fund’s management are all “partners” in the Adviser in varying percentage 
amounts. This equity ownership, coupled with the other incentivizing ingredients in the Adviser’s compensation 
package, is intended to link their compensation directly and indirectly but effectively to client success and 
performance outcomes. 
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Disclosure of Securities Ownership 

The following table indicates the dollar range of securities of the Fund beneficially owned by the Committee 
members as of December 31, 2009, the Funds most recent fiscal year end. 
 

Name of  
Investment Committee Members 

Dollar Value of Fund Shares 
Beneficially Owned 

Ford B. Draper, Jr. over $1,000,000 

Dana F. Walker $500,001 to $1,000,000 

 

Legal Counsel 

Pepper Hamilton LLP, 3000 Two Logan Square, 18th and Arch Streets, Philadelphia, PA 19103, serves as counsel to 
the Trust. 

Independent Registered Public Accounting Firm 

Deloitte & Touche LLP, 1700 Market Street, Philadelphia, PA 19103, serves as the Trust’s independent registered 
public accounting firm. 

Principal Underwriter 

PFPC Distributors serves as the principal underwriter and distributor of the Fund’s shares pursuant to a Distribution 
Agreement with the Trust. Under the terms of the Distribution Agreement, PFPC Distributors agrees to use all 
reasonable efforts as agent to secure purchasers for the shares of the Fund, which are offered on a continuous basis. 
PFPC Distributors also assists the Trust in the production and distribution of advertising, marketing and sales 
literature materials, and reviews such materials for compliance with applicable regulations. 

The Distribution Agreement provides that PFPC Distributors, in the absence 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 under 
the agreement, will not be liable to the Trust or its shareholders for losses arising in connection with the sale of Fund 
shares. 

The Fund shall continue to bear the expense of all notice filing fees incurred in connection with the qualification of 
its shares under state securities laws. 

PFPC Distributors received no fees from the Fund for its services for each of the fiscal years ending December 31, 
2009, 2008 and 2007, respectively. 

 

OTHER SERVICE PROVIDERS 

Administrator, Accounting Agent and Transfer Agent 

PNC Global Investment Servicing (U.S.) Inc., 301 Bellevue Parkway, Wilmington, DE 19809, serves as 
Administrator and Accounting Agent and Transfer Agent of the Trust.  PNC is an affiliate of PFPC Distributors. 

As Administrator, PNC supplies office facilities, non-investment related statistical and research data, stationery and 
office supplies, executive and administrative services, internal auditing and certain regulatory compliance services. 
PNC also assists in the preparation of reports to shareholders, updates prospectuses and makes filings with the SEC 
and state securities authorities. PNC performs certain budgeting, financial reporting and compliance monitoring 
activities. 
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On February 2, 2010, the PNC Financial Services Group, Inc. entered into a Stock Purchase Agreement (the “Stock 
Purchase Agreement”) with The Bank of New York Mellon Corporation (“BNY Mellon”).  Upon the terms and 
subject to the conditions set forth in the Stock Purchase Agreement, which has been approved by the board of 
directors of each company, PNC Financial Services Group, Inc. will sell to BNY Mellon (the “Stock Sale”) 100% of 
the issued and outstanding shares of PNC Global Investment Servicing, Inc., an indirect, wholly-owned subsidiary of 
PNC Financial Services Group, Inc.   

The Stock Sale includes also PNC, the Fund’s administrator, fund accounting services provider and transfer agent; 
PFPC Trust Company, the Fund’s custodian; and PFPC Distributors, Inc., the Fund’s statutory underwriter, and is 
expected to close in the third quarter of 2010.  In connection with the Stock Sale, it is anticipated that there will be 
changes to the names of these corporate entities. 

As compensation for services performed under the Administration and Accounting Services Agreement, PNC 
receives from the Trust a fee payable monthly. The administration fee earned by PNC for the fiscal years ended 
December 31, 2009, 2008 and 2007 was $267,613, $354,165 and $438,447, respectively. 

PNC serves as the Trust’s Transfer Agent and dividend disbursing agent. As part of PNC’s duties, PNC: (i) 
processes shareholder purchase and redemption orders; (ii) issues periodic statements to shareholders; (iii) processes 
transfers, exchanges and dividend payments; and (iv) maintains all shareholder records. The Trust may also appoint 
financial intermediaries to serve as sub-transfer agent or shareholder service agent to process transactions and 
maintain records on behalf of the Fund or its shareholders. Such agents are compensated on a percentage of net 
assets serviced by the agent directly by the Fund. 

Custodian 

The Trust employs PFPC Trust Company, The Eastwick Center, 8800 Tinicum Blvd., Philadelphia, PA 19153, as 
custodian of its assets. The custodian: (i) maintains a separate account in the name of the Fund; (ii) holds and 
disburses portfolio securities; (iii) makes receipts and disbursements of money; (iv) collects and receives income and 
other payments and distributions on account of portfolio securities; (v) responds to correspondence from security 
brokers and others relating to their respective duties; and (vi) makes periodic reports concerning their duties. PFPC 
Trust Company is an affiliate of PFPC Distributors.  

PORTFOLIO BROKERAGE AND TURNOVER 

The Adviser will seek “best execution” when effecting the purchases and sales of portfolio securities for the account 
of the Fund. The Adviser’s process in seeking best execution will consider five primary factors: 1) the best net price 
under the circumstances of the particular transaction; 2) the execution capabilities of the broker; 3) the commission 
rate; 4) the value of research provided by the broker-dealer; and 5) its responsiveness and financial responsibility. 

Competence of execution can involve many considerations, among them are: the difficulty and effort required as a 
result of such factors as block trade requirements; limited trading volume or the state of the market for the security; 
and a broker’s trading skill and its expertise in the market for the particular security. The quoted brokerage 
commission is only one of a number of factors in evaluating best price and execution, and can be out-weighted by 
other considerations, especially if the transaction is believed to require more than routine execution skill and service. 

Occasionally, the Adviser will pay a higher commission charge, if reasonable in relation to brokerage and research 
services provided by such broker or dealer when viewed in terms of either a particular transaction or the Adviser’s 
overall responsibilities to the Fund. Kalmar shall periodically and systematically evaluate the execution performance 
of broker-dealers executing their transactions and the reasonableness of brokerage commissions based on all the 
foregoing factors. 
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The Adviser cannot precisely determine the extent to which spreads, commission rates or net prices charged by 
brokers or dealers reflect the value of the research, analysis, advice and similar services provided. Such services may 
include, but are not limited to, any one or more of the following: information as to the availability of securities for 
purchase or sale; statistical or factual information; or opinions pertaining to investments. In such cases, the Adviser 
receives services it otherwise might have had to perform itself. Portfolio transactions, however, will not be directed 
by the Fund to dealers solely on the basis of the research services provided. 

The aggregate amount of brokerage commissions paid for the past three fiscal years for the Fund is shown below. 

For the Fiscal Year 

Ended December 31, 2009 

For the Fiscal Year 

Ended December 31, 2008 

For the Fiscal Year 

Ended December 31, 2007 

$343,464 $417,294 $545,961 
 
During the fiscal year ended December 31, 2009, the Trust or the Adviser, through an agreement or understanding 
with a broker, directed the Fund’s brokerage transactions to a broker because of research services provided in the 
following amounts: 
 

 

Amount of the Transactions 

  

Related Commissions 

$13,369,329  $23,351 

The Adviser may use research and services provided to it by brokers and dealers in servicing all its clients, and not 
all such services will be used by the Adviser in connection with the Fund. Some of the Adviser’s other clients have 
investment objectives and programs similar to those of the Fund. Occasionally, recommendations made to other 
clients may result in their purchasing or selling securities simultaneously with the Fund. Consequently, the demand 
for securities being purchased or the supply of securities being sold may increase, and this could have an adverse 
effect on the price of those securities. It is the policy of the Adviser not to favor one client over another in making 
recommendations or in placing orders. In the event of a simultaneous transaction, purchases or sales are averaged as 
to price, transaction costs are allocated between the Fund and other clients participating in the transaction on a pro 
rata basis and purchases and sales are normally allocated between the Fund and the other clients as to amount 
according to a formula determined prior to the execution of such transactions. 

Portfolio Turnover 

 

Because of its longer-term investment philosophy, the Fund does not intend to engage in frequent trading tactics 
which could result in high turnover, less favorable tax consequences (i.e., a high proportion of short-term capital 
gains relative to long term capital gains) or increased trading and brokerage expenses paid by the Fund. The Fund 
anticipates that its annual portfolio turnover rate should not generally exceed 75%, although it is impossible to 
predict portfolio turnover rates. The Fund’s portfolio turnover rate was 34% and 32% for the fiscal years ended 
December 31, 2008 and 2009, respectively. 

GENERAL INFORMATION 

 

Shares of Beneficial Interest and Voting Rights 

 

The Trust’s Agreement and Declaration of Trust permits the Trustees to issue an unlimited number of shares of 
beneficial interest in various series or classes (subseries) with a par value of $0.01 per share. Each series, in effect, 
represents a separate mutual fund with its own investment objective and policies. The Board of Trustees has the 
power to designate additional series or classes of shares of beneficial interest and to classify or reclassify any 
unissued shares with respect to such series or classes. 
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The Trust’s Agreement and Declaration of Trust gives shareholders the right to vote: (i) for the election or removal 
of Trustees; (ii) with respect to additional matters relating to the Trust as required by the Investment Company Act; 
and (iii) on such other matters as the Trustees consider necessary or desirable. The shares of the Fund when issued, 
will be fully paid and non-assessable and have no preference as to conversion, exchange, dividends, retirement or 
other features. In the event of a liquidation or dissolution of the Trust, shareholders of the Fund are entitled to 
receive the assets available for distribution belonging to the Fund. The shares of the Trust which the Trustees may, 
from time to time, establish, shall have no preemptive rights. The shares of the Trust have non-cumulative voting 
rights, which means that the holders of more than 50% of the shares voting for the election of trustees can elect 
100% of the trustees if they choose to do so. A shareholder is entitled to one vote for each full share held (and a 
fractional vote for each fractional share held), then standing in their name on the books of the Trust. On any matter 
submitted to a vote of shareholders, all shares of the Trust then issued and outstanding and entitled to vote on a 
matter shall vote without differentiation between separate series on a one-vote-per share basis. If a matter to be voted 
on does not affect the interests of all series of the Trust, then only the shareholders of the affected series shall be 
entitled to vote on the matter. 
 

Shareholder Meetings 

 

Pursuant to the Trust’s Agreement and Declaration of Trust, the Trust does not intend to hold shareholder meetings 
except when required to elect Trustees, or with respect to additional matters relating to the Trust as required under 
the Investment Company Act. 
 

 PURCHASE, REDEMPTION & PRICING OF SHARES 

Purchases 

 
Under normal circumstances, you may purchase your shares at any time without a fee. A description of the manner in 
which the Fund’s shares are offered to investors is set forth in the Prospectus.  
 
Customer Identification Program.  The Fund is required to comply with various federal anti-money laundering laws 
and regulations. Consequently, the Fund may be required to “freeze” the account of an investor if the investor 
appears to be involved in suspicious activity or if certain account information matches information on government 
lists of known terrorists or other suspicious persons, or the Fund may be required to transfer the account or proceeds 
of the account to a government agency. The Fund may also be required to reject a purchase payment, block an 
investor’s account and consequently refuse to implement requests for transfers, withdrawals, surrenders or death 
benefits. 
 
The Fund’s agent, PNC, will obtain, verify and record identifying information, which may include the name, street 
address, social security or taxpayer identification number or other identifying information for each investor who opens 
an account. PNC may also ask to see a shareholder’s driver’s license or other identifying documents. The Fund and its 
agent, PNC, will not be responsible for any loss resulting from the investor’s delay in providing all required identifying 
information or from closing an account and redeeming an investor’s shares when an investor’s identity cannot be 
verified. 

 

Redemptions 

 
Under normal circumstances, you may redeem your shares at any time without a fee. The redemption price will be 
based upon the net asset value per share next determined after receipt of the redemption request, provided it has been 
submitted in the manner described in the Prospectus. See “Shareholder Information” and “How to Redeem Shares” 
in the Prospectus. The redemption price may be more or less than your cost, depending upon the net asset value per 
share at the time of redemption. 
 
The Fund charges a redemption fee of 2% on proceeds from shares redeemed within 90 days following their 
acquisition. The redemption fee is calculated as a percentage of the net asset value of total redemption proceeds. The 
fee is paid directly to the Fund and is intended to offset the trading costs, market impact and other costs associated 
with short-term money movements in and out of the Fund. 
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The Fund has elected to be governed by Rule 18f-1 of the Investment Company Act under which the Fund is 
obligated to redeem shares for any one shareholder in cash only up to the lesser of $250,000 or 1% of the Fund’s net 
asset value during any 90-day period. Any redemption beyond this amount will also be in cash unless the Trustees 
determine that payments should be in-kind. In such a case, the Fund will pay all or a portion of the remainder of the 
redemption in portfolio instruments, valued in the same way as the Fund determines net asset value. The portfolio 
instruments will be selected in a manner that the Trustees deem fair and equitable. 
 
Redemption in-kind is not as liquid as cash redemption. If redemption is made in-kind, shareholders receiving 
portfolio securities and selling them could receive less than the redemption value of their Fund shares and could 
incur certain transaction costs, including the imposition of federal income tax on the amount by which the fair market 
value of the securities sold exceeded the basis of the Fund shares redeemed. 
 

Pricing of Shares 

 
The Fund determines its net asset value per share, normally as of the close of regular trading (usually 4:00 p.m., 
Eastern time) on the New York Stock Exchange on each Business Day, which is defined as each Monday through 
Friday when the New York Stock Exchange is open. Prices will be calculated earlier when the New York Stock 
Exchange closes early because trading has been halted for the day. Currently the New York Stock Exchange is 
closed on the observance of the following holidays: New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, 
Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day.  
 
An exchange-listed security is valued at its last sale price on that exchange on the day when the security is valued. In 
the absence of any sales on that day, the security is valued at the mean between the closing asked and bid quotations. 
An unlisted security that is quoted on NASDAQ is valued at the official closing price reported on the day the 
security is valued. In the absence of any official closing price on that day, the security is valued at the mean between 
the closing asked and bid quotations. An unlisted security that is not quoted on NASDAQ, and for which over-the-
counter quotations are readily available is valued at the mean between the closing asked and bid quotations in the 
over-the-counter market. Where market quotations are readily available, portfolio securities are valued based upon 
market quotations, provided those quotations adequately reflect, in the judgment of the Trust, the fair value of the 
security. Where those market quotations are not readily available, securities are valued based upon appraisals 
received from a pricing service using a computerized matrix system or based upon appraisals derived from 
information concerning the security or similar securities received from recognized dealers in those securities. All 
other securities and other assets are valued at fair value as determined in good faith by or under the direction of the 
Board of Trustees. The amortized cost method of valuation generally is used to value debt obligations with 60 days 
or less remaining until maturity, unless the Board determines that this does not represent fair value. In light of the 
judgment involved in fair value decisions, there can be no assurance that a fair value assigned to a particular security 
reflects a price for which a security has traded or will trade. Accordingly, when the Fund uses fair value to price 
securities, it may value those securities higher or lower than another fund that uses market quotations to price the 
same securities. 
 
Trading in foreign securities and on foreign securities exchanges and over-the-counter markets is normally 
completed well before the close of business on each Business Day. In addition, foreign securities trading generally or 
in a particular country or countries may not take place on all Business Days. If events materially affecting the value 
of such securities occur between the time when their price is determined and the time when the Fund’s net asset value 
is calculated, such securities may be valued at fair value as determined in good faith by or under the direction of the 
Board of Directors.  
 

Retirement Plans 

 

The following is a description of certain types of retirement plans for which the Fund’s shares may be used for 
investment:  
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Individual Retirement Accounts (“IRAs”) 
Individual taxpayers and married couples who are not active participants in an employer maintained retirement plan 
and with adjusted gross incomes not in excess of certain specified limits are eligible to make deductible contributions 
to an IRA account (subject to certain dollar limitations). Income earned by an IRA account will not be currently 
taxed, but will be taxed upon distribution. 
 
If you are entitled to receive an eligible rollover distribution from a qualified retirement plan, you may rollover all or 
part of that distribution into your IRA. Your rollover contribution is not subject to the limits on annual IRA 
contributions. You can continue to defer federal income taxes on your rollover contribution and on any income that 
is earned on that contribution. 
 
Another option available to investors is a Roth IRA, which is available to individuals within specified income limits. 
A Roth IRA is treated as a traditional IRA with a few exceptions. The total yearly contributions to a Roth IRA and a 
traditional IRA cannot exceed specified limits. Unlike a traditional IRA, the contributions to a Roth IRA are not 
deductible. The buildup within the account (e.g. interest and dividends), and the distribution of such buildup, is tax-
free subject to certain limitations. Amounts in a traditional IRA may be rolled over into a Roth IRA subject to 
income and holding period limitations. 
 
PFPC Trust Company makes available its services as an IRA custodian for each shareholder account that is 
established as an IRA. For these services, PFPC Trust Company receives an annual fee of $10.00 per account, which 
is paid directly to it by the IRA shareholder. If the fee is not paid by the date due, shares of the Fund owned in the 
IRA account will be redeemed automatically for purposes of making the payment. 
 

401(k) Plans and Other Defined Contribution Plans  
Profit sharing plans and money purchase pension plans (the “Defined Contribution Plans”) are used by both self-
employed individuals (sole proprietorships and partnerships) and corporations that wish to use shares of the Fund as 
a funding medium for a retirement plan qualified under the Internal Revenue Code of 1986, as amended. Annual 
deductible contributions to the Defined Contribution Plans generally may be made on behalf of each participant.  
 

403(b) Retirement Plans 
The Fund’s shares may be used by schools, hospitals, and certain other tax-exempt organizations or associations who 
wish to use shares of the Fund as a funding medium for a retirement plan for their employees. Contributions are 
made to the 403(b) Plan as a reduction to the employee’s regular compensation. Such contributions, to the extent 
they do not exceed applicable limitations, are excludable from the gross income of the employee for federal income 
tax purposes. Assets withdrawn from the 403(b) Plan are subject to federal income tax. 
 
In all these Plans, distributions of net investment income and capital gains will be automatically reinvested. 

 

DIVIDENDS AND DISTRIBUTIONS 

 

The Fund intends to declare and pay annual dividends to its shareholders of substantially all of its net investment 
income, if any, earned during the year from its investments.  The Fund will distribute net realized capital gains, if any, 
once each year.  Reinvestment of dividends and distributions in additional shares of the Fund will be made at the net 
asset value determined on the ex date of the dividend or distribution unless you have elected in writing to receive 
dividends or distributions in cash.  You may change an election by notifying PNC at (800)282-2319 in writing thirty 
(30) days prior to the record date.  You may call PNC for more information.  Expenses of the Fund, including the 
advisory fee, are accrued each day.  All shares of the Fund will share proportionately in the Fund’s investment income 
and expenses. 
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TAXATION 

 

The following discussion summarizes certain U.S. federal income tax considerations affecting the Fund and its 
shareholders.  This discussion is for general information only and does not purport to consider all aspects of U.S. 
federal income taxation that might be relevant to beneficial owners of shares of the Fund.  The summary is based 
upon current provisions of the Internal Revenue Code of 1986, as amended (the “Code”), applicable U.S. Treasury 
Regulations promulgated thereunder (the “Regulations”), and administrative and judicial interpretations thereof, all 
of which are subject to change, which change could be retroactive, and may affect the conclusions expressed herein.  
The summary applies only to beneficial owners of the Fund’s shares in whose hands such shares are capital assets 
within the meaning of Section 1221 of the Code, and may not apply to certain types of beneficial owners of the 
Fund’s shares, including, but not limited to insurance companies, tax-exempt organizations, shareholders holding the 
Fund’s shares through tax-advantaged accounts (such as an individual retirement account (an “IRA”), a 401(k) plan 
account, or other qualified retirement account), financial institutions, pass-through entities, broker-dealers, entities 
that are not organized under the laws of the United States or a political subdivision thereof, persons who are neither a 
citizen nor resident of the United States, shareholders holding the Fund’s shares as part of a hedge, straddle or 
conversion transaction, and shareholders who are subject to the alternative minimum tax.  Persons who may be 
subject to tax in more than one country should consult the provisions of any applicable tax treaty to determine the 
potential tax consequences to them. 
 
The Fund has not requested and will not request an advance ruling from the Internal Revenue Service (the “IRS”) as 
to the federal income tax matters described below.  The IRS could adopt positions contrary to those discussed below 
and such positions could be sustained.  In addition, the following discussion applicable to each shareholder of the 
Fund addresses only some of the federal income tax considerations generally affecting investments in the Fund.  

Each shareholder is urged and advised to consult such shareholder’s own tax advisor with respect to the tax 

consequences of the ownership, purchase and disposition of an investment in the Fund including, but not 

limited to, the applicability of state, local, foreign and other tax laws affecting the particular shareholder of 

the Fund’s shares and to possible effects of changes in federal or other tax laws. 

 

GENERAL.  The Fund has elected, and intends to continue to qualify for, taxation as a regulated investment company 
(“RIC”) under the Code.  By qualifying as a RIC, the Fund (but not the shareholders) will not be subject to federal 
income tax on that portion of its investment company taxable income and net realized capital gains that it distributes to 
its shareholders. 
 
Shareholders should be aware that investments made by the Fund, some of which are described below, may involve 
complex tax rules some of which may result in income or gain recognition by it without the concurrent receipt of cash.  
Although the Fund seeks to avoid significant noncash income, such noncash income could be recognized by the Fund, in 
which case it may distribute cash derived from other sources in order to meet the minimum distribution requirements 
described below.  Cash to make the required minimum distributions may be obtained from sales proceeds of securities 
held by the Fund (even if such sales are not advantageous) or, if permitted by its governing documents, through 
borrowing the amounts required. 
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QUALIFICATION AS REGULATED INVESTMENT COMPANY.  Qualification as a RIC under the Code 
requires, among other things, that: (a) the Fund derive at least 90% of its gross income for each taxable year from 
dividends, interest, payments with respect to securities loans and gains from the sale or other disposition of stock, 
securities or foreign currencies, or other income (including but not limited to gains from options, futures and forward 
contracts) derived with respect to its business of investing in such stock, securities or currencies (the “Qualifying Income 
Requirement”), and net income from certain qualified publicly traded partnerships; (b) the Fund diversify its holdings so 
that, at the close of each quarter of the taxable year: (i) at least 50% of the value of its assets is comprised of cash, cash 
items (including receivables), U.S. government securities, securities of other RICs and other securities, with those other 
securities limited, in respect of any one issuer, to an amount that does not exceed 5% of the value of its total assets and 
that does not represent more than 10% of the outstanding voting securities of such issuer; and (ii) not more than 25% of 
the value of its assets is invested in the securities (other than U.S. government securities or securities of other RICs) of 
any one issuer or the securities (other than the securities of other RICs) of two or more issuers controlled by it and 
engaged in the same, similar or related trades or businesses, or one or more “qualified publicly traded partnerships”; and 
(c) the Fund distribute for each taxable year the sum of (i) at least 90% of its investment company taxable income (which 
includes dividends, taxable interest, taxable original issue discount income, market discount income, income from 
securities lending, net short-term capital gain in excess of net long-term capital loss, certain net realized foreign currency 
exchange gains, and any other taxable income other than “net capital gain” as defined below and is reduced by 
deductible expenses all determined without regard to any deduction for dividend paid); and (ii) 90% of its tax-exempt 
interest, if any, net of expenses allocable thereto. 

 

The Treasury Department is authorized to promulgate regulations under which gains from foreign currencies (and 
options, futures, and forward contracts on foreign currency) would constitute qualifying income for purposes of the 
qualifying income requirement only if such gains are directly related to the principal business of the Fund in investing in 
stock or securities or options and futures with respect to stock or securities.  To date, no such regulations have been 
issued. 
 
As a RIC, the Fund generally will not be subject to U.S. federal income tax on the portion of its income and capital gains 
that it distributes to its shareholders in any taxable year for which it distributes, in compliance with the Code’s timing 
and other requirements at least 90% of its investment company taxable income and at least 90% of the excess of its gross 
tax-exempt interest income, if any, over certain disallowed deductions (“net tax-exempt interest”).  The Fund may retain 
for investment all or a portion of its net capital gain (i.e., the excess of its net long-term capital gain over its net short-
term capital loss).  If the Fund retains any investment company taxable income or net capital gain, it will be subject to 
tax at regular corporate rates on the amount retained.  If the Fund retains any net capital gain, it may designate the 
retained amount as undistributed net capital gain in a notice to its shareholders, who will be (i) required to include in 
income for federal income tax purposes, as long-term capital gain, their shares of such undistributed amount; and (ii) 
entitled to credit their proportionate shares of tax paid by the Fund against their federal income tax liabilities, if any, and 
to claim refunds to the extent the credit exceeds such liabilities.  For federal income tax purposes, the tax basis of the 
shares owned by a shareholder of the Fund will be increased by the amount of undistributed net capital gain included in 
the shareholder’s gross income and decreased by the federal income tax paid by the Fund on that amount of capital gain.  
 
If for any taxable year the Fund fails to qualify as a RIC, it will be subject to tax in the same manner as an ordinary 
corporation subject to tax on a graduated basis with a maximum tax rate of 35% and all distributions from earnings and 
profits (as determined under the U.S. federal income tax principles) to its shareholders will be taxable as ordinary 
dividend income eligible for the 15% non-corporate shareholder rate (for taxable years beginning prior to January 1, 
2011) and the dividends-received deduction for corporation shareholders. 

 

EXCISE TAX.  If the Fund fails to distribute by December 31 of each calendar year an amount equal to the sum of 
(1) at least 98% of its taxable ordinary income (excluding capital gains and losses) for such year, (2) at least 98% of 
the excess of its capital gains over its capital losses (as adjusted for certain ordinary losses) for the twelve month 
period ending on October 31 of such year), and (3) all taxable ordinary income and the excess of capital gains over 
capital losses for the prior year that were not distributed during such year and on which it did not pay federal income 
tax, the Fund will be subject to a nondeductible 4% excise tax (the “Excise Tax”) on the undistributed amounts.  A 
distribution will be treated as paid on December 31 of the calendar year if it is declared by the Fund in October, 
November, or December of that year to shareholders of record on a date in such month and paid by it during January 
of the following year.  Such distributions will be taxable to shareholders (other than those not subject to federal 
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income tax) in the calendar year in which the distributions are declared, rather than the calendar year in which the 
distributions are received.  The Fund intends to actually distribute or be deemed to have distributed substantially all 
of its net income and gain, if any, by the end of each calendar year in compliance with these requirements so that it 
will generally not be required to pay the Excise Tax.  The Fund may, in certain circumstances, be required to 
liquidate its investments in order to make sufficient distributions to avoid Excise Tax liability at a time when an 
investment adviser might not otherwise have chosen to do so, and liquidation of investments in such circumstances 
may affect the ability of the Fund to satisfy the requirements for qualification as a RIC.  No assurances can be given 
that the Fund will not be subject to the Excise Tax and, in fact, in certain instances if warranted, the Fund may 
choose to pay the Excise Tax as opposed to making an additional distribution. 
 

CAPITAL LOSS CARRYFORWARDS.  The Fund is permitted to carry forward a net capital loss from any year to 
offset its capital gains, if any, realized during the eight years following the year of the loss.  The Fund’s capital loss 
carryforward is treated as a short-term capital loss in the year to which it is carried.  If future capital gains are offset by 
carried forward capital losses, such future capital gains are not subject to Fund-level federal income taxation, regardless 
of whether they are distributed to shareholders.  Accordingly, the Fund does not expect to distribute any such offsetting 
capital gains.  The Fund cannot carry back or carry forward any net operating losses. 
 
If the Fund engages in a reorganization, either as an acquiring fund or acquired fund, its capital loss carryforwards (if 
any), its unrealized losses (if any), and any such losses of other funds participating in the reorganization, may be 
subject to severe limitations that could make such losses substantially unusable.  The Fund may engage in a 
reorganization in the future. 
 

ORIGINAL ISSUE DISCOUNT AND MARKET DISCOUNT.  The Fund may acquire debt securities that are 
treated as having acquisition discount, or original issue discount (“OID”) (generally a debt obligation with a purchase 
price less than its principal amount, such as a zero coupon bond).  Generally, the Fund will be required to include the 
acquisition discount, or OID, in income over the term of the debt security, even though it will not receive cash payments 
for such discount until a later time, usually when the debt security matures.  The Fund may make one or more of the 
elections applicable to debt securities having acquisition discount, or OID, which could affect the character and timing 
of recognition of income.  Inflation-protected bonds generally can be expected to produce OID income as their principal 
amounts are adjusted upward for inflation.  A portion of the OID includible in income with respect to certain high-yield 
corporate debt securities may be treated as a dividend for federal income tax purposes. 

 

A debt security acquired in the secondary market by the Fund may be treated as having market discount if acquired at a 
price below redemption value or adjusted issue price if issued with original issue discount.  Market discount generally is 
accrued ratably, on a daily basis, over the period from the date of acquisition to the date of maturity even though no cash 
will be received.  Absent an election by the Fund to include the market discount in income as it accrues, gain on its 
disposition of such an obligation will be treated as ordinary income rather than capital gain to the extent of the accrued 
market discount. 
 
In addition, pay-in-kind securities will give rise to income which is required to be distributed and is taxable even though 
the Fund receives no interest payments in cash on such securities during the year. 
 
The Fund generally will be required to distribute dividends to shareholders representing the income accruing on the debt 
securities, described above, that is currently includable in income, even though cash representing such income may not 
have been received by the Fund.  Cash to pay these dividends may be obtained from sales proceeds of securities held by 
the Fund (even if such sales are not advantageous) or, if permitted by such Fund’s governing documents, through 
borrowing the amounts required.  In the event the Fund realizes net capital gains from such transactions, its shareholders 
may receive a larger capital gain distribution, if any, than they would have in the absence of such transactions.  
Borrowing to fund any distribution also has tax implications, such as potentially creating unrelated business taxable 
income. 
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OPTIONS, FUTURES AND FORWARD CONTRACTS.  The writing (selling) and purchasing of options and 
futures contracts and entering into forward currency contracts, involves complex rules that will determine for income tax 
purposes the amount, character and timing of recognition of the gains and losses the Fund realizes in connection with 
such transactions. 
 
Gains and losses on the sale, lapse, or other termination of options and futures contracts, options thereon and certain 
forward contracts (except certain foreign currency options, forward contracts and futures contracts) will generally be 
treated as capital gains and losses.  Some regulated futures contracts, certain foreign currency contracts, and certain non-
equity options (such as certain listed options or options on broad based securities indexes) held by the Fund (“Section 
1256 contracts”), other than contracts on which it has made a “mixed-straddle election”, will be required to be “marked-
to-market” for federal income tax purposes, that is, treated as having been sold at their market value on the last day of 
the Fund’s taxable year.  These provisions may require the Fund to recognize income or gains without a concurrent 
receipt of cash.  Any gain or loss recognized on actual or deemed sales of Section 1256 contracts will be treated as 60% 
long-term capital gain or loss and 40% short-term capital gain or loss, although certain foreign currency gains and losses 
from such contracts may be treated as ordinary income or loss as described below.  Transactions that qualify as 
designated hedges are exempt from the mark-to-market rule, but may require the Fund to defer the recognition of losses 
on futures contracts, foreign currency contracts and certain options to the extent of any unrecognized gains on related 
positions held by it.   
 
The tax provisions described above applicable to options, futures and forward contracts may affect the amount, timing, 
and character of the Fund’s distributions to shareholders.  For example, the Section 1256 rules described above may 
operate to increase the amount the Fund must distribute to satisfy the minimum distribution requirement for the portion 
treated as short-term capital gain which will be taxable to its shareholders as ordinary income, and to increase the net 
capital gain it recognizes, without, in either case, increasing the cash available to it.  The Fund may elect to exclude 
certain transactions from the operation of Section 1256, although doing so may have the effect of increasing the relative 
proportion of net short-term capital gain (taxable as ordinary income) and thus increasing the amount of dividends it 
must distribute.  Section 1256 contracts also may be marked-to-market for purposes of the Excise Tax. 
 
When a covered call option written (sold) by the Fund expires such Fund will realize a short-term capital gain equal to 
the amount of the premium it received for writing the option.  When the Fund terminates its obligations under such an 
option by entering into a closing transaction, it will realize a short-term capital gain (or loss), depending on whether the 
cost of the closing transaction is less than (or exceeds) the premium received when it wrote the option.  When a covered 
call option written by the Fund is exercised, such Fund will be treated as having sold the underlying security, producing 
long-term or short-term capital gain or loss, depending upon the holding period of the underlying security and whether 
the sum of the option price received upon the exercise plus the premium received when it wrote the option is more or 
less than the basis of the underlying security. 
 

STRADDLES.  Section 1092 deals with the taxation of straddles which also may affect the taxation of options in which 
the Fund may invest.  Offsetting positions held by the Fund involving certain derivative instruments, such as options, 
futures and forward currency contracts, may be considered, for federal income tax purposes, to constitute “straddles.”  
Straddles are defined to include offsetting positions in actively traded personal property.  In certain circumstances, the 
rules governing straddles override or modify the provisions of Section 1256, described above.  If the Fund is treated as 
entering into a straddle and at least one (but not all) of its positions in derivative contracts comprising a part of such 
straddles is governed by Section 1256, then such straddle could be characterized as a “mixed straddle.”  The Fund may 
make one or more elections with respect to mixed straddles.  Depending on which election is made, if any, the results 
with respect to the Fund may differ.  Generally, to the extent the straddle rules apply to positions established by the 
Fund, losses realized by it may be deferred to the extent of unrealized gain in any offsetting positions.  Moreover, as a 
result of the straddle rules, short-term capital loss on straddle positions may be characterized as long-term capital loss, 
and long-term capital gain may be characterized as short-term capital gain.  In addition, the existence of a straddle may 
affect the holding period of the offsetting positions and cause such sales to be subject to the “wash sale” and “short sale” 
rules.  As a result, the straddle rules could cause distributions that would otherwise constitute “qualified dividend 
income” to fail to satisfy the applicable holding period requirements, described below, and therefore to be taxed as 
ordinary income.  Further, the Fund may be required to capitalize, rather than deduct currently, any interest expense and 
carrying charges applicable to a position that is part of a straddle.  Because the application of the straddle rules may 
affect the character and timing of gains and losses from affected straddle positions, the amount which must be distributed 
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to shareholders, and which will be taxed to shareholders as ordinary income or long-term capital gain, may be increased 
or decreased substantially as compared to the situation where the Fund had not engaged in such transactions. 
 
In circumstances where the Fund has invested in certain pass-through entities, the amount of long-term capital gain that 
it may recognize from certain derivative transactions with respect to interests in such pass-through entities is limited 
under the Code’s constructive ownership rules.  The amount of long-term capital gain is limited to the amount of such 
gain the Fund would have had if it directly invested in the pass-through entity during the term of the derivative contract.  
Any gain in excess of this amount is treated as ordinary income.  An interest charge is imposed on the amount of gain 
that is treated as ordinary income. 

 

CONSTRUCTIVE SALES.  Certain rules may affect the timing and character of gain if the Fund engages in 
transactions that reduce or eliminate its risk of loss with respect to appreciated financial positions.  If the Fund enters 
into certain transactions (including a short sale, an offsetting notional principal contract, a futures or forward contract, or 
other transactions identified in Treasury regulations) in property while holding an appreciated financial position in 
substantially identical property, it will be treated as if it had sold and immediately repurchased the appreciated financial 
position and will be taxed on any gain (but not loss) from the constructive sale.  The character of gain from a 
constructive sale will depend upon the Fund’s holding period in the appreciated financial position.  Loss from a 
constructive sale would be recognized when the position was subsequently disposed of, and its character would depend 
on the Fund’s holding period and the application of various loss deferral provisions of the Code. 
 
In addition, if the appreciated financial position is itself a short sale or such a contract, acquisition of the underlying 
property or substantially identical property by the Fund will be deemed a constructive sale.  The foregoing will not 
apply, however, to the Fund’s transaction during any taxable year that otherwise would be treated as a constructive sale 
if the transaction is closed within 30 days after the end of that year and the Fund holds the appreciated financial position 
unhedged for 60 days after that closing (i.e., at no time during that 60-day period is the Fund’s risk of loss regarding the 
position reduced by reason of certain specified transactions with respect to substantially identical or related property, 
such as having an option to sell, being contractually obligated to sell, making a short sale or granting an option to buy 
substantially identical stock or securities). 

 

WASH SALES.  The Fund may in certain circumstances be impacted by special rules relating to “wash sales.”  In 
general, the wash sale rules prevent the recognition of a loss by the Fund from the disposition of stock or securities at a 
loss in a case in which identical or substantially identical stock or securities (or an option to acquire such property) is or 
has been acquired by it within 30 days before or 30 days after the sale. 

 

SHORT SALES.  The Fund may make short sales of securities.  Short sales may increase the amount of short-term 
capital gain realized by the Fund, which is taxed as ordinary income when distributed to its shareholders.  Short sales 
also may be subject to the “Constructive Sales” rules, discussed above. 

 

PASSIVE FOREIGN INVESTMENT COMPANIES.  The Fund may invest in a non-U.S. corporation, which 
could be treated as a passive foreign investment company (“PFIC”) or become a PFIC under the Code.  A PFIC is 
generally defined as a foreign corporation that meets either of the following tests: (1) at least 75% of its gross income 
for its taxable year is income from passive sources (such as interest, dividends, certain rents and royalties, or capital 
gains); or (2) an average of at least 50% of its assets produce, or are held for the production of, such passive income.  
If the Fund acquires any equity interest in a PFIC, the Fund could be subject to federal income tax and interest 
charges on “excess distributions” received from the stock of the PFIC held by it or on any gain from the sale of such 
equity interest in the PFIC (collectively “PFIC income”), plus interest thereon even if the Fund distributes the PFIC 
income as a taxable dividend to its shareholders.  The balance of the PFIC income will be included in the Fund’s 
investment company taxable income and, accordingly, will not be taxable to it to the extent it distributes that income 
to its shareholders.  The Fund’s distributions of PFIC income, if any, will be taxable as ordinary income even though, 
absent the application of the PFIC rules, some portion of the distributions may have been classified as capital gain. 
 
The Fund will not be permitted to pass through to its shareholders any credit or deduction for taxes and interest 
charges incurred with respect to a PFIC.  Payment of this tax would therefore reduce the Fund’s economic return 
from its investment in PFIC shares.  To the extent the Fund invests in a PFIC, it may elect to treat the PFIC as a 
“qualified electing fund” (“QEF”), then instead of the tax and interest obligation described above on excess 
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distributions, the Fund would be required to include in income each taxable year its pro rata share of the QEF’s 
annual ordinary earnings and net capital gain.  As a result of a QEF election, the Fund would likely have to distribute 
to its shareholders an amount equal to the QEF’s annual ordinary earnings and net capital gain to satisfy the Code’s 
minimum distribution requirement described herein and avoid imposition of the Excise Tax even if the QEF did not 
distribute those earnings and gain to the Fund.  In most instances it will be very difficult, if not impossible, to make 
this election because of certain requirements in making the election.   
 
The Fund may elect to “mark-to-market” its stock in any PFIC.  “Marking-to-market,” in this context, means 
including in ordinary income each taxable year the excess, if any, of the fair market value of the PFIC stock over the 
Fund’s adjusted basis therein as of the end of that year.  Pursuant to the election, the Fund also may deduct (as an 
ordinary, not capital, loss) the excess, if any, of its adjusted basis in the PFIC stock over the fair market value thereof 
as of the taxable year-end, but only to the extent of any net mark-to-market gains with respect to that stock it 
included in income for prior taxable years under the election.  The Fund’s adjusted basis in its PFIC stock subject to 
the election would be adjusted to reflect the amounts of income included and deductions taken thereunder.  In either 
case, the Fund may be required to recognize taxable income or gain without the concurrent receipt of cash. 

 

FOREIGN CURRENCY TRANSACTIONS.  Foreign currency gains and losses realized by the Fund in connection 
with certain transactions involving foreign currency-denominated debt instruments, certain options, futures contracts, 
forward contracts, and similar instruments relating to foreign currency, foreign currencies, and foreign currency-
denominated payables and receivables are subject to Section 988 of the Code, which causes such gains and losses to be 
treated as ordinary income or loss and may affect the amount and timing of recognition of the Fund’s income.  In some 
cases elections may be available that would alter this treatment, but such elections could be detrimental to the Fund by 
creating current recognition of income without the concurrent recognition of cash.  If a foreign currency loss treated as 
an ordinary loss under Section 988 were to exceed the Fund’s investment company taxable income (computed without 
regard to such loss) for a taxable year the resulting loss would not be deductible by it or its shareholders in future years.  
The foreign currency income or loss will also increase or decrease the Fund’s investment company income distributable 
to its shareholders. 
 

FOREIGN TAXATION.  Income received by the Fund from sources within foreign countries may be subject to 
foreign withholding and other taxes.  Tax conventions between certain countries and the United States may reduce or 
eliminate such taxes.  If more than 50% of the Fund’s total assets at the close of any taxable year consist of stock or 
securities of foreign corporations and it meets the distribution requirements described above, the Fund may file an 
election (the “pass-through election”) with the IRS pursuant to which shareholders of it would be required to (i) include 
in gross income (in addition to taxable dividends actually received) their pro rata shares of foreign income taxes paid by 
it even though not actually received by such shareholders; and (ii) treat such respective pro rata portions as foreign 
income taxes paid by them.  Each shareholder will be notified within 60 days after the close of the Fund’s taxable year 
whether the foreign taxes paid by it will “pass-through” for that year. 

 

Generally, a credit for foreign taxes is subject to the limitation that it may not exceed the shareholder’s U.S. tax 
attributable to his or her total foreign source taxable income.  For this purpose, if the pass-through election is made, 
the source of the Fund’s income will flow through to shareholders.  The limitation on the foreign tax credit is applied 
separately to foreign source passive income, and to certain other types of income.  Shareholders may be unable to 
claim a credit for the full amount of their proportionate share of the foreign taxes paid by the Fund.  Various 
limitations, including a minimum holding period requirement, apply to limit the credit and deduction for foreign 
taxes for purposes of regular federal tax and alternative minimum tax. 

 

REITS.  The Fund may invest in REITs.  Investments in REIT equity securities may require the Fund to accrue and 
distribute taxable income without the concurrent receipt of cash.  To generate sufficient cash to make the requisite 
distributions, the Fund may be required to sell securities in its portfolio (including when it is not advantageous to do 
so) that it otherwise would have continued to hold.  The Fund’s investments in REIT equity securities may at other 
times result in its receipt of cash in excess of the REIT’s earnings; if the Fund distributes these amounts, these 
distributions could constitute a return of capital to its shareholders for federal income tax purposes.  Dividends 
received by the Fund from a REIT generally will not constitute qualified dividend income. 
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The Fund may invest in REITs that hold residual interests in REMICs or taxable mortgage pools (TMPs), or such 
REITs may themselves constitute TMPs.  Under an IRS notice, and Treasury regulations that have yet to be issued 
but may apply retroactively, a portion of the Fund’s income from a REIT that is attributable to the REIT’s residual 
interest in a REMIC or a TMP (referred to in the Code as an “excess inclusion”) will be subject to federal income tax 
in all events.  This notice also provides, and the regulations are expected to provide, that excess inclusion income of 
RICs, such as the Fund, will be allocated to shareholders of such RICs in proportion to the dividends received by 
such shareholders, with the same consequences as if the shareholders held the related REMIC residual interest or 
invested in the TMP directly.  As a result, the Fund may not be a suitable investment for certain tax-exempt-
shareholders.  See “Tax-Exempt Shareholders.” 

 

DISTRIBUTIONS.  Distributions paid out of the Fund’s current and accumulated earnings and profits (as 
determined at the end of the year), whether reinvested in additional shares or paid in cash, are generally taxable and 
must be reported by each shareholder who is required to file a federal income tax return.  Distributions in excess of 
the Fund’s current and accumulated earnings and profits, as computed for federal income tax purposes, will first be 
treated as a return of capital up to the amount of a shareholder’s tax basis in his or her Fund shares and then as 
capital gain. 
 
For federal income tax purposes, distributions of investment company taxable income are generally taxable as 
ordinary income, and distributions of gains from the sale of investments that the Fund owned for one year or less will 
be taxable as ordinary income.  Distributions designated by the Fund as “capital gain dividends” (distributions from 
the excess of net long-term capital gain over short-term capital losses) will be taxable to shareholders as long-term 
capital gain regardless of the length of time they have held their shares of the Fund.  Such dividends do not qualify as 
dividends for purposes of the dividends received deduction described below.   
 
Noncorporate shareholders of the Fund may be eligible for the 15% long-term capital gain rate applicable to 
distributions of “qualified dividend income” received by such noncorporate shareholders in taxable years beginning 
before January 1, 2011.  The Fund’s distribution will be treated as qualified dividend income and therefore eligible 
for the 15% rate to the extent that it receives dividend income from taxable domestic corporations and certain 
qualified foreign corporations, provided that certain holding periods and other requirements are met.  A corporate 
shareholder of the Fund may be eligible for the dividends received deduction with respect to the Fund’s distributions 
attributable to dividends received by the Fund from domestic corporations, which, if received directly by the 
corporate shareholder, would qualify for such a deduction.  For eligible corporate shareholders, the dividends 
received deduction may be subject to certain reductions, and a distribution by the Fund attributable to dividends of a 
domestic corporation will be eligible for the deduction only if certain holding period and other requirements are met. 
 
Not later than 60 days after the close of each calendar year, the Fund will inform shareholders of the federal income 
tax status of its dividends and distributions including the portion of such dividends, if any, that qualifies as long-term 
capital gain. 
 
Different tax treatment, including penalties on certain excess contributions and deferrals, certain pre-retirement and 
post-retirement distributions, and certain prohibited transactions, is accorded to accounts maintained as qualified 
retirement plans.  Shareholders should consult their tax advisors for more information. 

 

PURCHASES OF FUND SHARES.  Prior to purchasing shares in the Fund, the impact of dividends or 
distributions which are expected to be or have been declared, but not paid, should be carefully considered.  Any 
dividend or distribution declared shortly after a purchase of such shares prior to the record date will have the effect 
of reducing the per share net asset value by the per share amount of the dividend or distribution, and to the extent the 
distribution consists of the Fund’s taxable income, the purchasing shareholder will be taxed on the taxable portion of 
the dividend or distribution received even though some or all of the amount distributed may effectively be a return of 
capital. 
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SALES, EXCHANGES OR REDEMPTIONS.  Upon the disposition of shares of the Fund (whether by 
redemption, sale or exchange), a shareholder may realize a capital gain or loss.  Such capital gain or loss will be 
long-term or short-term depending upon the shareholder’s holding period for the shares.  The capital gain will be 
long-term if the shares were held for more than 12 months and short-term if held for 12 months or less.  Any loss 
realized on a disposition will be disallowed under the “wash sale” rules to the extent that the shares disposed of by 
the shareholder are replaced by the shareholder (through reinvestment of dividends or otherwise) within a period of 
61 days beginning 30 days before and ending 30 days after the date of disposition.  Any loss disallowed under the 
wash sale rules will be allocated to the shareholder’s basis in the newly purchased shares.  Any loss realized by a 
shareholder on a disposition of shares held by the shareholder for six months or less will be treated as a long-term 
capital loss to the extent of any distributions of capital gain dividends received by the shareholder and disallowed to 
the extent of any distributions of exempt-interest dividends received by the shareholder with respect to such shares.  
Capital losses are generally deductible only against capital gains except that individuals may deduct up to $3,000 of 
capital losses against ordinary income. 

 

BACKUP WITHHOLDING.  The Fund generally is required to withhold, and remit to the U.S. Treasury, subject 
to certain exemptions, an amount equal to 28% of all distributions and redemption proceeds paid or credited to a 
shareholder of the Fund if (i) the shareholder fails to furnish the Fund with the correct taxpayer identification 
(“TIN”) certified under penalties of perjury, (ii) the shareholder fails to provide a certified statement that the 
shareholder is not subject to backup withholding, or (iii) the IRS or a broker has notified the Fund that the number 
furnished by the shareholder is incorrect or that the shareholder is subject to backup withholding as a result of failure 
to report interest or dividend income.  If the backup withholding provisions are applicable, any such distributions or 
proceeds, whether taken in cash or reinvested in shares, will be reduced by the amounts required to be withheld.  
Backup withholding is not an additional tax.  Any amounts withheld may be credited against a shareholder’s U.S. 
federal income tax liability. 

 

STATE AND LOCAL TAXES.  State and local laws often differ from federal income tax laws with respect to the 
treatment of specific items of income, gain, loss, deduction and credit.   

 

Shareholders are urged to consult their tax advisors as to the state and local tax rules affecting investments in 

the Funds. 
 

NON-U.S. SHAREHOLDERS.  Distributions made to non-U.S. shareholders attributable to net investment income 
generally are subject to U.S. federal income tax withholding at a 30% rate (or such lower rate provided under an 
applicable income tax treaty).  Notwithstanding the foregoing, if a distribution described above is effectively connected 
with the conduct of a trade or business carried on by such shareholder within the United States (or, if an income tax 
treaty applies, is attributable to a permanent establishment in the United States) of the non-U.S. shareholder, federal 
income tax withholding and exemptions attributable to foreign persons will not apply and the distribution will be subject 
to the federal income tax, reporting and withholding requirements generally applicable to U.S. persons described above. 

 

Under U.S. federal tax law, a non-U.S. shareholder is not, in general, subject to federal income tax or withholding 
tax on capital gains (and is not allowed a deduction for losses) realized on the sale of shares of the Fund and capital 
gain dividends, provided that the Fund obtains a properly completed and signed certificate of foreign status, unless 
(i) such gains or distributions are effectively connected with the conduct of a trade or business carried on by the non-
U.S. shareholder within the United States (or, if an income tax treaty applies, are attributable to a permanent 
establishment in the United States of the non-U.S. shareholder); (ii) in the case of an individual non-U.S. 
shareholder, the shareholder is present in the United States for a period or periods aggregating 183 days or more 
during the year of the sale and certain other conditions are met; or (iii) the shares of the Fund constitute U.S. real 
property interests (USRPIs), as described below. 

 

For taxable years beginning before January 1, 2010, non-U.S. shareholders are also exempt from federal income tax 
withholding on distributions designated by the Fund as interest-related dividends.  Interest-related dividends are 
generally attributable to a RIC’s net interest income earned on certain debt obligations and paid to non-U.S. 
shareholders.  In order to qualify as an interest-related dividend the Fund must designate a distribution as such in a 
written notice mailed to its shareholders not later than 60 days after the close of its taxable year. 
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Distributions of the Fund when at least 50% of its assets are USRPIs, as defined in the Code and Treasury 
regulations, to the extent the distributions are attributable to gains from sales or exchanges of USRPIs (including 
gains on the sale or exchange of shares in certain “U.S. real property holding corporations,” which may include 
certain REITs, among other entities, and certain REIT capital gain dividends) generally will cause a non-U.S. 
shareholder to treat such gain as income effectively connected to a trade or business within the United States, subject 
to tax at the graduated rates applicable to U.S. shareholders.  Such distributions may be subject to U.S. withholding 
tax and may require the non-U.S. shareholder to file a U.S. federal income tax return. 
 
The federal income tax withholding rate may be reduced (and, in some cases, eliminated) under an applicable tax 
treaty between the United States and the non-U.S. shareholder’s country of residence or incorporation.  In order to 
qualify for treaty benefits, a non-U.S. shareholder must comply with applicable certification requirements relating to 
its foreign status (generally by providing a Fund with a properly completed Form W-8BEN).   

 

All non-U.S. shareholders are urged to consult their tax advisors as to the tax consequences of an investment 

in the Fund. 
 

TAX-EXEMPT SHAREHOLDERS.  A tax-exempt shareholder could realize unrelated business taxable income 
(“UBTI”) by virtue of its investment in the Fund due to the Fund’s investments and if shares in the Fund constitute 
debt financed property in the hands of the tax-exempt shareholder within the meaning of Code Section 514(b).   
 
It is possible that a tax-exempt shareholder of the Fund will also recognize UBTI if the Fund recognizes “excess 
inclusion income” (as described above) derived from direct or indirect investments in REMIC residual interests or 
TMPs.  Furthermore, any investment in a residual interest of a CMO that has elected to be treated as a REMIC can 
create complex tax consequences, especially if the Fund has state or local governments or other tax-exempt 
organizations as shareholders. 
 
In addition, special tax consequences apply to charitable remainder trusts (CRTs) that invest in RICs that invest 
directly or indirectly in residual interests in REMICs or in TMPs.   

 

Tax-exempt shareholders are urged to consult their tax advisors as to the tax consequences of an investment 

in the Fund. 

 

TAX SHELTER REPORTING REGULATIONS.  Under Treasury regulations, if a shareholder recognizes a loss 
of $2 million or more for an individual shareholder or $10 million or more for a corporate shareholder, the 
shareholder must file with the IRS a disclosure statement on Form 8886.  The fact that a loss is reportable under 
these regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.  
Shareholders should consult their own tax advisors to determine the applicability of these regulations in light of their 
individual circumstances. 

 

Each shareholder is urged and advised to consult such shareholder’s own tax advisor with respect to the tax 

consequences of an investment in the Fund including, but not limited to, the applicability of state, local, 

foreign and other tax laws affecting the particular shareholder and to possible effects of changes in federal or 

other tax laws. 

 

 FINANCIAL STATEMENTS 

 
The audited financial statements and the financial highlights for the Fund for the fiscal year ended December 31, 
2009, as set forth in the Trust’s annual report to shareholders, and the report thereon of Deloitte & Touche LLP, the 
Trust’s independent registered public accounting firm, also appearing in the Trust’s annual report, are incorporated 
herein by reference, and legally considered a part of this SAI. 
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APPENDIX A 

Description of Corporate Bond Ratings 
 
Moody’s 
 
Aaa - Bonds rated Aaa are judged to be of the highest quality, with minimal credit risk. 
 
Aa - Bonds rated Aa are judged to be of high quality and are subject to very low credit risk. 
 
A - Bonds rated A are considered upper medium grade and are subject to low credit risk. 
 
Baa - Bonds rated Baa are subject to moderate credit risk. They are considered medium grade and as such may 
possess certain speculative characteristics. 
 
Ba - Bonds rated Ba are judged to have speculative elements and are subject to substantial credit risks. 
 
B - Bonds rated B are considered speculative and are subject to high credit risk 
 
Caa – Bonds rated Caa are judged to be of poor standing and are subject to very high credit risk 
 
Ca – Bonds rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of 
principal and interest. 
 
C – Bonds 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 applies numerical modifiers 1, 2 and 3 in each generic rating classification from Aa through Caa in 
its corporate bond ratings. The modifier 1 indicates that the security ranks in the higher end of its generic rating 
category; modifier 2 indicates a mid-range ranking; and modifier 3 indicates that the issue ranks in the lower end of 
its generic rating category. 
 
S&P 
 
AAA - This is the highest rating assigned by S&P to a debt obligation and indicates an extremely strong capacity for 
the obligor to meet its financial commitment on the obligation. 
 
AA - Bonds rated AA also qualify as high-quality debt obligations. Obligor’s capacity to meet its financial 
commitment on the obligation is very strong. 
 
A - Bonds rated A are somewhat more susceptible to the adverse effects of changes in circumstances and economic 
conditions. However, the obligor’s capacity to meet its financial commitment on the obligation is still strong. 
 
BBB - Bonds rated BBB exhibit adequate protection parameters. 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 - Bonds 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 degree of speculation. While such 
bonds will likely have some quality and protective characteristics, these are outweighed by large uncertainties or 
major risk exposures to adverse conditions. 
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APPENDIX B 

Proxy Voting Policy and Procedures 

 
The Board of Trustees of Kalmar Pooled Investment Trust (the “Trust”) hereby adopts the following policy 

and procedures with respect to voting proxies relating to portfolio securities held by the Trust’s investment portfolio 
(“Fund”): 

Policy 

It is the policy of the Board of Trustees (the “Board”) to delegate the responsibility for voting proxies 
relating to portfolio securities held by the Fund to the Fund’s investment adviser (the “Adviser”) as a part of the 
Adviser’s general management of the Fund, subject to the Board’s continuing oversight. The voting of proxies is an 
integral part of the investment management services that the Adviser provides pursuant to the advisory contract. 

Fiduciary Duty 

The right to vote a proxy with respect to portfolio securities held by the Fund is an asset of the applicable 
Trust. The Adviser, to which authority to vote on behalf of the Fund is delegated, acts as a fiduciary of the Fund and 
must vote proxies in a manner consistent with the best interest of the Fund and its shareholders. 

Procedures 

The following are the procedures adopted by the Board for the administration of this policy: 

A. Review of Adviser Proxy Voting Procedures.  The Adviser with authority to vote proxies on behalf of the Fund 
shall present to the Board its policies, procedures and other guidelines for voting proxies at least annually, and must 
notify the Board promptly of material changes to any of these policies and procedures. 

 
B. Voting Record Reporting.  The Adviser shall report to the Board, upon request, a record of each proxy voted with 

respect to portfolio securities of the Fund. With respect to those proxies that the Adviser has identified as involving 
a conflict of interest, the Adviser shall submit a separate report indicating the nature of the conflict of interest and 
how that conflict was resolved with respect to the voting of the proxy. 

 

Revocation 

The delegation by the Board of the authority to vote proxies relating to portfolio securities of the Fund is 
entirely voluntary and may be revoked by the Board, in whole or in part, at any time. 

Annual Filing 

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

Disclosures 

The Trust shall include in its registration statement:  

A description of this policy and of the policies and procedures used by the Adviser to determine how to vote 
proxies relating to portfolio securities; and 

A statement disclosing that information regarding how the Trust voted proxies relating to portfolio 
securities during the most recent 12-month period ended June 30 is available without charge, upon request, by 
calling the Trust’s toll-free telephone number, by accessing the Adviser’s website, or by accessing the SEC website. 



 

B-2 

The Trust shall include in its Annual and Semi-Annual Reports to shareholders: 

A statement disclosing that a description of the policies and procedures used by or on behalf of the Trust to 
determine how to vote proxies relating to portfolio securities of the Fund is available without charge, upon request, 
by calling the Trust’s toll-free telephone number, by accessing the Adviser’s website, or by accessing the SEC 
website.  

Review of Policy. 

At least annually, the Board shall review this Policy to determine its sufficiency and shall make and approve 
any changes that it deems necessary from time to time. 

 
 
 
 
 
Dated:  August 15, 2006 
 
 
 

 

 

 



 

 

Kalmar Investment Advisers 

Proxy Voting 

Policy and Procedures 

 

PURPOSE 
 
The purpose of these Proxy Voting Policies and Procedures is to memorialize the procedures and policies adopted by 
Kalmar Investment Advisers (the “Adviser”) to enable it to comply with its responsibilities and the requirements of 
Rule 206(4)-6 under the Investment Advisers Act of 1940, as amended (“Advisers Act”).  According to the “Act” the 
Adviser has a fiduciary duty to act in the best long-term interest of its clients. An Adviser is a fiduciary that owes 
each of its clients the duty of care and loyalty with respect to all service undertaken on the clients’ behalf including 
proxy voting. 
 

POLICY 
 
Kalmar Investment Advisers acts as discretionary investment adviser for The Kalmar “Growth-with-Value” Small 
Cap Fund, an investment company registered under the Investment Company Act of 1940, as amended. The 
Adviser’s authority to vote proxies or act on other shareholder actions is established under the delegation of 
discretionary authority under its investment advisory contract. Therefore, the Adviser will vote all proxies, received 
in sufficient time, prior to their deadlines, as part of its discretionary authority over Fund assets in accordance with 
these Proxy Voting Policies and Procedures. 
 

PROCEDURES 
 

While the Chief Compliance Officer is ultimately responsible for ensuring that all proxies are voted on behalf of the 
Fund, a Proxy Voting Committee has been created whose job it is to oversee all decisions relating to proxy voting, 
proxy voting guidelines, conflicts of interest, record keeping and disclosure and to assure that proxies are voted 
accordingly. 
 
The Proxy Voting Committee (the “Committee”) after considering the proxy voting requirements pertaining to 
Kalmar Investment Advisers, especially the SEC mandated reporting requirements, has elected to contract with an 
independent third party, Glass Lewis & Co. (“Glass Lewis”), to vote proxies according to a set of pre-determined 
proxy voting guidelines. Importantly, however, Kalmar Investment Advisers retains the on-going right to override 
Glass Lewis proxy votes that it does not believe are in the best interest of the Fund’s Shareholders. Internally, a 
member of the Advisers’ investment team serves as the Glass Lewis proxy voting watchdog, reviewing ISS proxy 
research and recommendations, in particular those to vote contrary to management’s recommendation. Under that 
circumstance the Glass Lewis research and recommendation is forwarded to Kalmar’s portfolio manager or research 
analyst most familiar with the company in question. After email communication with Kalmar’s investment team on 
the voting issue in question, and once a voting decision has been reached, then voting instructions are transmitted to 
Glass Lewis and the watchdog prints and stores paperwork memorializing the decision and it is retained in the 
Company’s files. 
 
The Adviser will fulfill its duty of care in monitoring corporate actions and voting client proxies by regular and 
continual review, in a deliberate and informed manner, of the Glass Lewis proxy voting guidelines and override them 
as it deems necessary. 
 

CONFLICTS 
 

Conflicts of interest will be identified, monitored and resolved by joint effort of the Chief Compliance Officer and 
the investment team watchdog. A review of potential conflicts will include the completion of an annual conflict 
disclosure by the Adviser’s key employees. Regular disclosure attested to by the investment team members and 
senior officers will identify any conflict with companies owned on an annual basis. These procedures combined with 
the utilization of Glass Lewis proxy voting guidelines, diminish the likelihood of material conflicts of interest. 
 



 

 

RECORD KEEPING 
 
The Adviser will maintain for the time periods set forth: (A) these proxy voting procedures and policies and 
amendments thereto; (B) all proxy statements received regarding securities held by the Fund; (C) a record of votes 
cast on behalf of the Fund’s shareholders; (D) records of shareholder requests for proxy voting information; (E) all 
documentation that was material to making a proxy voting decision or that memorialized the basis for the decision. 
 

DISCLOSURES 
 
The “Fund” discloses in its Statement of Additional Information (“SAI”) the policies and procedures that it uses in 
deciding how to vote proxies. The SAI discloses that the Fund’s actual proxy voting record for the most recent 12-
month period ending June 30 is available. 
 
The Fund is required to file annually Form N-PX which contains the Fund’s complete proxy voting record. This 
filing must be made by August 31 for the 12-month period ending June 30.  
 
The Fund’s actual voting record is available to shareholders upon request and by accessing the Fund’s website, 
www.kalmarinvestments.com. In addition, the fund’s actual proxy voting record will be available on the SEC’s 
website, www.sec.gov. In response to a telephone request, the Fund will honor the request within three business days 
via first class mail.  
 
The Fund’s Semi Annual and Annual Shareholder Reports disclose that a description of the Fund’s proxy voting 
procedures is available in the same manner, as stated above. 
 
Dated: July 2008 
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