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ALLTANCE CAPITAL
MANAGEMENT, L.P.,
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PROPOSED PLAN OF DISTRIBUTION

1.1

1.2

A. INTRODUCTION

Background And Purpose Of The Plan

This Plan of Distribution (the “Plan”) has been developed by an
Independent Distribution Consultant (“IDC”) pursuant to the Amended
Order of the Securities and Exchange Commission Instituting
Administrative and Cease-and-Desist Proceedings, Making Findings, and
Imposing Remedial Sanctions and a Cease-and-Desist Order against
Alliance Capital Management, L.P. (“Alliance Capital”), dated January
15, 2004 (the “Order”). Pursuant to Section 308(a) of the Sarbanes-Oxley
Act 0f 2002, the Plan provides for the creation of a $250 million Fair Fund
(the “Fair Fund”), consisting of $150 million in disgorgement and $100
million in penalty (Order at Section IV, Part K), paid by Alliance Capital
in settlement of claims by the Securities and Exchange Commission (the
“SEC” or “Commission”) relating to market timing in certain Alliance
Capital mutual funds (the “Alliance Settlement”). The Fair Fund’s assets
will be distributed only pursuant to the terms of this Plan.

The Alliance Settlement

According to the Order, between January 1, 2001 and September 30, 2003
(the “Relevant Period”) Alliance Capital entered into “negotiated, but
undisclosed, arrangements with market timers — arrangements that
benefited Alliance Capital to the detriment of investors in mutual funds
managed by Alliance Capital. In those arrangements, Alliance Capital
provided ‘timing capacity’ in mutual funds to known timers in return for



or in connection with the timers’ investments of ‘sticky assets’ in Alliance
Capital managed hedge funds, mutual funds and other investment
vehicles, from which Alliance Capital earned management fees.”!
According to the Order, the arrangements were with 23 market timers and
affected ten Alliance Funds.?

1.3 On January 16, 2004, Alliance Capital deposited the Alliance
Settlement assets with the US Treasury and no longer controls them. The
Alliance Settlement assets were transferred on February 11, 2005 to the
Department of the Treasury’s Bureau of Public Debt (the “BPD”) for
investment in government obligations pending the issuance by the
Commission of an order giving final approval of the Plan (the “Final
Approval Date”).

1.3.1 As described below:

(a) the Commission has continuing jurisdiction and
control of the Fair Fund Assets (as defined below) and shall
retain control of those assets pending distribution pursuant
to this Plan, as directed by the IDC and approved by the
Commission; and

(b) the IDC has concluded that the amount of the
Alliance Settlement is more than sufficient to compensate
the losses incurred by investors as a result of the conduct
contained in the findings of the Order.

14 The Additional Settlement Assets

1.4.1 On April 28, 2005, the Commission simultaneously instituted
and settled administrative and cease-and-desist proceedings against
Gerald T. Malone (“Malone”), John D. Carifa (“Carifa”) and
Michael J. Laughlin (“Laughlin”), all former Alliance Capital
officers, for their roles in the “timing capacity” arrangements
described in Section 1.2. The Commission found that Malone,
Carifa and Laughlin aided and abetted Alliance Capital’s unlawful
conduct. In the Matter of Gerald T. Malone, File No. 3-11914

Order at Section IIIL. 1.

Although referred to for purposes of this Plan of Distribution as Alliance Capital, the
Respondent’s name was changed to AllianceBernstein LP in February 2006. The ten
mutual funds at issue are referred to in this Plan as the “Alliance Funds.”
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(Apr. 28, 2005); In the Matter of John D. Carifa, File No. 3-11915
(Apr. 28, 2005); In the Matter of Michael J. Laughlin, File No. 3-
11916 (Apr. 28, 2005). Pursuant to these orders, between April 28,
and May 4, 2005, Malone, Carifa and Laughlin paid $150,001,
$375,001, and $325,001, respectively, in disgorgement and civil

‘penalties to the US Treasury, which may be distributed pursuant to

Section 308(a) of the Sarbanes-Oxley Act of 2002 (the “Officer
Settlements”). On June 8, 2005, these moneys were transferred to
the BPD. All of these assets will be available for distribution in
the Fair Fund.

On December 23, 2003, the Commission filed a civil injunction
action against Daniel Calugar (“Calugar”) and the broker-dealer he
controlled, Security Brokerage, Inc. (“SBI”). SEC v. Calugar, Civ.
No. 03-1600 RCJ (RJJ) (D. Nev.). The Commission alleged that
Calugar and SBI defrauded mutual fund investors, including
Alliance Funds investors, through improper late trading and market
timing. On January 9, 2006, the Commission settled this action,
and as part of the settlement, Calugar paid $153 million in
disgorgement and civil penalties to the registry of the United States
District Court for the District of Nevada, which may be distributed
pursuant to Section 308(a) of the Sarbanes-Oxley Act of 2002, Of
this $153 million, $70.38 million of the Calugar Settlement Fund,
representing harm to Alliance Fund investors from the activities of
Calugar and SBI, was transferred into the Fair Fund account on
October 23, 2006 for distribution in the Fair Fund (the “Calugar
Settlement”).

1.5 The Fair Fund Assets

1.5.1

1.5.2

The total assets from the Alliance Settlement, the Officer
Settlements and the Calugar Settlement constitute the assets of the
Fair Fund (the “Fair Fund Assets”). Other than interest from these
investments, it is not anticipated that the Fair Fund will receive
additional assets.

The Fair Fund Assets will be distributed only pursuant to the
terms of the IDC’s Plan. The Plan is subject to approval by the
Commission, and the Commission retains jurisdiction over the
implementation of the Plan. Except as may otherwise be provided
in this Plan, Alliance Capital will pay all fees and costs directly
associated with the administration of the Plan, including the fees of
the Fund Administrator. '



1.6 The Independent Distribution Consultant

1.6.1 In October 2004, pursuant to the Order, Alliance Capital
retained Professor Marshall E. Blume as Independent Distribution
Consultant, to “develop a Distribution Plan for the distribution of
.. . the $250 million [Alliance Settlement] . . . to the mutual funds
and their shareholders to compensate fairly and proportionately the
funds’ shareholders for losses attributable to market timing trading
activity by market timers with whom Alliance Capital entered into
timing arrangements between January 1, 2001 and September 30,
2003, according to a methodology developed in consultation with
Alliance Capital and the independent directors of the affected
Alliance Capital funds and acceptable to the staff of the
Commission.” Order at Section IV, Part C. Alliance Capital has
agreed to pay all costs associated with the engagement of the IDC.

1.6.2 Professor Blume is the Howard Butcher III Professor of
Financial Management, Director of the Rodney L. White Center
for Financial Research, and past Chairman of the Finance
Department at the Wharton School of the University of
Pennsylvania. Professor Blume received his MBA and PhD from
the University of Chicago. Professor Blume has conducted
extensive research into investments, the financial markets, and
investor behavior. He is a member of the Board of Managers of
the Measey Foundation, a past chairman of the NASD Economic
Advisory Board, and a member of the Shadow Financial
Regulatory Committee. He served on the U.S. Government
Accounting Office advisory committee that investigated the
October 1987 stock market crash. He is a past managing editor of
the Journal of Finance and is currently an editor of the Journal of
Fixed Income, the Journal of Portfolio Management and the
Journal of Pension Fund Management & Investment.

1.6.3 The IDC’s responsibilities under the Order are to (a) assess the
amount of losses attributable to the investment activity in accounts
serviced by 23 representatives (the “Timers”) of various broker-
dealers in the ten Alliance Funds® and (b) design the Plan for

The ten Alliance Funds are: AllianceBernstein Growth Fund; AllianceBernstein
Growth and Income Fund; AllianceBernstein High Yield Fund; AllianceBernstein
Americas Gov’t Income Trust (AB North American Gov’t Income Trust prio(cont’d)
1, 2002); AllianceBernstein Focused Growth and Income Fund (AB Disciplined
Value Fund prior to Dec 15, 2004); AllianceBernstein Mid-Cap Growth Fund
(Alliance Fund prior to Feb. 1, 2002); AllianceBernstein Large Cap Growth Fund



distribution of Fair Fund Assets, in order that fund investors would
“receive, in order of priority, (i) their aliquot share of losses
suffered by the fund due to market timing, and (ii) a proportionate
share of advisory fees paid by such fund during the period of such
market timing.” Order at III.C.1. The IDC’s assessment of losses
attributable to Timer activity is attached as Exhibit A, incorporated
in this Plan, and described briefly in Section 2 below.

1.6.4 Not later than 30 days after the Commission’s final approval of
the Plan, the Fund Administrator (identified in Section 4.1, below)
will, subject to IDC’s supervision, attempt to notify Timers that
they are not Potentially Eligible Recipients under Section 3.2 of
the Plan (and thus are not eligible to receive a distribution). The
notice will also inform the Timers that they can review the Plan at
http://www.abfairfund.com.

1.6.5 The IDC shall be entitled to interpret the provisions of this Plan
relating to the allocation and the distribution of payments and,
absent manifest error, the IDC’s interpretation shall be controlling.
Prior to interpreting any such provision of this Plan that is material,
or exercising any material discretion provided to him under this
Plan, the IDC shall inform the Commission staff of such
interpretation or exercise of discretion. In particular but without
limitation, whenever this Plan calls for the submission of
“sufficient” information by any party, the sufficiency of such
information shall be determined in the sole discretion of the IDC,
in consultation with the Fund Administrator, as defined below at
Section 4.1, or any other party retained by or at the IDC’s direction
to assist in the development and/or implementation of this Plan.
Determining the reasonableness of efforts to obtain and use data
also shall be within the IDC’s discretion, including but not limited
to the reasonability of efforts to render data machine-readable.

(AB Premier Growth Fund prior to Dec 15, 2004); AllianceBernstein Small Cap
Growth Portfolio (AB Quasar Fund prior to Nov 1, 2003); AllianceBernstein
Small/Mid Cap Value Fund (AB Small Cap Value Fund prior to Feb 1, 2005);
AllianceBernstein Global Technology Fund (AB Technology Fund prior to Dec 15,
2004).



2.

2.1
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The IDC’s Assessment Of Investor Losses

The Adjusted Profit Methodology. The IDC’s first task under the
Order was to assess the amount of losses from the Timers’ activities in the
ten Alliance Funds. Professor Blume developed the “Adjusted Profit”
methodology to measure losses attributable to activity of the Timers and
incurred by all other investors in the Alliance Funds (the “Non-Timers”
and “Non-Timer” in the singular) during the Relevant Period. Under the
methodology, the profits earned by the Timers are potential losses
incurred by the Non-Timers. These potential losses are then adjusted to
take into account any additional trading costs, foregone investment
returns, and administrative and advisory fees imposed on Alliance Funds
due to the Timers’ trading, resulting in the Adjusted Profits for this
distribution.

Since both Timers and Non-Timers were subscribing and redeeming in
the Alliance Funds at the same time, Professor Blume determined that it
was not possible to attribute specific transactions by the portfolio
managers (“PM”) to either Timers or Non-Timers. Based upon the
principle that a PM reacts in the same way to the subscriptions and
redemptions of either category of shareholders, the PM’s transactions have
been allocated to both Timers and Non-Timers.

Professor Blume’s calculations determine, on a daily basis, the losses
to each Non-Timer in each of the Alliance Funds attributable to the
Timers’ activity. The data required to implement the adjusted profit

. methodology include daily subscriptions and redemptions of both the

Timers and Non-Timers, daily holdings of each security for each Fund,
daily PM purchases and sales of securities, daily 10 am and closing prices
on the primary market for each of the securities held by each of the Funds,
estimates of the transaction costs associated with buying and selling
securities in these Funds, daily Net Asset Value per share for each of the
Funds, and management and administrative costs charged to the Funds.

The Assessment. Using the methodology and data described above,
Professor Blume determined that the net total losses as measured by the
Adjusted Profits (the “Total Adjusted Profits”) are $186.4 million.



B. ALLOCATING LOSSES AND OTHER FAIR FUND ASSETS

3.1

32

Allocation Principles

The Plan is designed, to the extent reasonably possible, to make
settlement payments directly to eligible Non-Timers in an expeditious and
cost-effective manner. In the view of the IDC, the Plan constitutes a fair
and reasonable allocation of the Fair Fund Assets.

Potentially Eligible Recipients. Timers are not eligible for
distributions from the Fair Fund. Non-Timers who are potentially eligible
to receive a payment include:

3.21

322

323

324

325

3.2.6

Each account of a Non-Timer invested in the Alliance Funds
and registered as an individual or as an entity during the Relevant
Period on the books and records of the Alliance Funds
(“Registered Accounts” or “Registered Account” in the singular) is
potentially eligible to receive a settlement payment.

In addition, as provided in Section 5, certain Beneficial Owners
which invested in the Alliance Funds during the Relevant Period
through a Registered Account belonging to or serviced by a
financial intermediary (such as a Broker, Omnibus Custodian or
Collective Account Agent) may also be eligible.

Such Registered Accounts and Beneficial Owners together
constitute “Potentially Eligible Recipients.”

It is possible that an individual Non-Timer could be a
Potentially Eligible Recipient for two or more settlement
payments: for instance, a Non-Timer might have an account with
Alliance Capital in his own name, an IRA, and a Roth IRA.

Accounts owned by or benefiting Malone, Carifa, Laughlin,
Calugar, or SBI shall not be eligible to receive any settlement
payments under the Plan.

Aggregation Principle. During the Relevant Period,
Potentially Eligible Recipients may have held multiple Alliance
Funds, including different classes of shares in the same Alliance
Fund. Settlement Payments to each Potentially Eligible Recipient
shall be calculated as the sum of the compensation for the effect of
the Timers’ activities or losses, as determined below, across all
Alliance Funds and all classes of shares within each account
owned by that Recipient. The Adjusted Profits per Registered
Account (“Account Adjusted Profits”) is the sum of the Adjusted



Profits per Alliance Fund for all Alliance Funds owned in that
Account where the Adjusted Profits per Alliance Fund are positive.
Thus, this sum excludes those funds where the Adjusted Profits are
negative.* Negative Adjusted Profits in an Alliance Fund indicate
that the Registered Account benefited from the activities of the
Timers. The effect of this exclusion is that the losses that a
Registered Account received in one or more funds are not offset by
gains in other funds. Any Potentially Eligible Recipient whose
Account Adjusted Profits are zero experience no losses and thus
will not receive a settlement payment.

3.2.7 The De Minimis Amount. No settlement payment will be
made to a Potentially Eligible Recipient with less than $10 in
losses at the Final Allocation stage. The IDC has concluded that it
is not cost-effective or otherwise commercially reasonable to
attempt to distribute Fair Fund Assets in amounts lesser than the
De Minimus Amount.

33 Allocation Overview. The first step in determining whether a
Potentially Eligible Recipient should receive a payment under this Plan is
to determine the Adjusted Profits allocable to that Potentially Eligible
Recipient. Because the Fair Fund Assets exceed the Adjusted Profits, the
second step is to allocate additional moneys from the Fair Fund to
Potentially Eligible Recipients, as set forth in Section 3.5.2. After this
allocation, those Potentially Eligible Recipients whose settlement
payments equal or exceed the De Minimis Amount will become “Eligible
Recipients” and payments will be made as described below.

34 Adjusted Profits Allocations. Allocation of Adjusted Profits from
the Fair Fund Assets shall be according to the following general
principles: The calculation of each Potentially Eligible Recipient’s share
of Adjusted Profits is intended to result in a settlement payment that
restores the impaired value of that Recipient’s investments in Alliance
Funds during the Relevant Period. Some of this impaired value is
susceptible to calculation, while some of this impaired value is not. The
method of calculation is intended to estimate fairly the impaired value that
each Potentially Eligible Recipient has experienced.

When Adjusted Profits per Alliance Fund-class are aggregated across classes to the
Fund level, the losses in one class are netted against potential gains in another class.
This treatment is consistent with the fact that all classes of the same Fund are
interests in the same portfolio of assets.



3.5

Gross-Up Account Allocations. The Total Adjusted Profits comprise

only a portion of the Fair Fund Assets. From the remaining Fair Fund
Assets, two accounts with the Fair Fund will be created: (2) “Gross-Up
Account” for distribution along with the Total Adjusted Profits to Eligible
Recipients as determined by the algorithm in Section 3.5.2 and (b) “Final
Settlement Account,” described at Section 3.7. The “Initial Funding” of
the Fair Fund’s Gross-Up Account will be: (a) $50,000,000 from the
Alliance Settlement and (b) $71,230,003 from the Officer Settlements and
Calugar Settlement. The “Final Funding” will be the Initial Funding plus
(a) interest earned on the Alliance Settlement through the “Calculation
Cut-Off Date,” defined as 80 days from the Final Approval Date, (b) any
settlement assets as to which a Broker or Omnibus Custodian (as defined,
respectively, at Sections 5.2 and 5.5) declines to participate or fails to
provide appropriate data, as set forth in Sections 5.2.1.2.c and 5.4.4.3,
(c) any settlement payments to accounts determined to be in escheatment
prior to the Calculation Cut-Off Date and (d) any settlement payments to
accounts with addresses determined to be invalid under Section 4.4 prior
to Calculation Cut-Off Date.

35.1 Settlement payments from the Gross-Up Account shall be
characterized as a return of advisory fees on the assets of the Non-
Timers.

3.52 Gross-Up Account assets shall be allocated and distributed in
the same proportions to each Potentially Eligible Recipient as shall
the Account Adjusted Profits so as to exhaust the Fair Fund Assets
less the Reserve Amount (as defined in Section 3.7.1). The Gross-
Up allocation utilizes an iterative algorithm to maximize the
number of Potentially Eligible Recipients Accounts whose
settlement payments exceed the De Minimis Amount and minimize
the assets in the Final Settlement Fund.’

The algorithm is as follows: Make a reasonable estimate of a gross-up percentage.
Increase by this percentage the Account Adjusted Profits of each Non-Timer
Account that could possibly receive a settlement payment under the Plan and then
eliminate tentative settlement payments that are below the De Minimis Amount. If
the sum of these tentative settlement payments is less than the total dollars to be
distributed (excluding the Reserve Account), increase the gross-up percentage and
repeat the above calculation; if the sum is greater, decrease the gross-up percentage
and repeat the above calculation. This process continues until the total dollars to be
distributed equals the sum of the tentative payments.

(cont’d)



3.6

3.7

353

The application of the algorithm to determine the final
settlement payments requires that the IDC have accurate and
complete data for every Potentially Eligible Recipient in advance
of the distribution. Prior to the application of this algorithm, it is
not possible to distribute any settlement payments. Accordingly, to
provide for the expeditious distribution of settlement payments,
this Plan has set firm deadlines for receiving data for Potentially
Eligible Recipients from Network Level Accounts and Omnibus
Custodial Accounts, as set forth at Sections 5.2 and 5.5 below.

Finalizing The Allocations

3.6.1

3.6.2

3.6.3

For purposes of providing approximate levels of settlement
payments to Network Level Accounts and Omnibus Custodial
Accounts (defined in 5.2.1 and 5.5, respectively), the Plan will
calculate a “Provisional Allocation.” The Provisional Allocation is
based upon the sum of the Total Adjusted Profits as best estimated
at the time of the calculation and the Initial Funding of the Gross-
Up Account. For Omnibus Custodial Accounts, the Provisional
Allocation shall be based on the amount of Adjusted Profits
allocable to the total shares for each Alliance Fund in the Custodial
Account; in the IDC’s discretion, the Provisional Allocation also
may be based upon a refined calculation based upon the total
Alliance Fund shares in all or a subset of the first level of
subaccounts within the Custodial Account (referred to as “Tier
One Accounts™).

After complete data are received from the Network Accounts
and the Custodial Omnibus Accounts, the “Final Allocation” will
be undertaken. The Final Allocation is based upon the sum of the
Total Adjusted Profits and the Final Funding to the Gross-Up
Account. This calculation will determine the actual settlement
payments. With respect to Omnibus Custodial Accounts, the Final
Allocation will be based upon the actual holdings by Potentially
Eligible Recipients with investment in Tier One Accounts.

No notice of the results of the Provisional Allocation will be
provided to any Potentially Eligible Recipient except as noted at
Section 5.2 and 5.5, and no notice of the result from the Final
Allocation will be provided to any Potentially Eligible Recipient
whose settlement payment is less than the De Minimis Amount. .

Final Settlement Account. A “Final Settlement Account” will be
established for queries and disputes, as provided in Section 4.9, and to
cover the Custodial Payment Difference, as provided in Section 5.5.3.

10



This Final Settlement Account will be maintained as a separate account, or
as a sub-account, of the Fair Fund at the BPD, pending the close of the
Fair Fund distribution, and no administrative charges will be made against
it.

3.7.1 The Final Settlement Amount initially will be funded with
$13.6 million — the difference between $200 million and the Total
Adjusted Profits (the “Reserve Amount”). '

3.7.2 Interest accrued on the Fair Fund assets after the Calculation
Cut-Off Date will be remitted to the Final Settlement Account,
after provision for any taxes.

3.7.3 Interest accrued on the Escrow Account, described at Section
9.3, will be remitted to the Final Settlement Account at the Escrow
Account’s termination, after provision for any taxes.

3.74 Any unclaimed settlement amounts (e.g., uncashed or
undeliverable checks) distributed from the Fair Fund shall be
remitted to the Final Settlement Account, provided, however, that
returned checks shall first go through the process described below
at Section 4.5.2. Unclaimed settlement amounts from distributions
by Brokers or Omnibus Custodians shall be returned promptly to
the Fund Administrator and remitted to the Final Settlement
Account.

3.7.5 Any residual amount in the Final Settlement Account after all
assets have been distributed will be remitted to the Alliance Funds,
based on the proportion of Adjusted Losses incurred in each
Alliance Fund, after provisions for any taxes have been made and
prior to the termination of the Fair Fund, as described below at
Section 9.

As noted in Section 3.5, no settlement payments will be made to Non-
Timer Accounts determined prior to the Calculation Cut-Off Date to be in
escheatment and any settlement payment that might otherwise be made
will be remitted to the Gross-Up Account. Payments to Non-Timer
Accounts determined on or after the Calculation Cut-Off Date to be in
escheatment will be remitted to the Final Settlement Account.

11



C. DISTRIBUTION OF THE ALLOCATED AMOUNTS

General Distribution Procedures

4.1 Rust Consulting, Inc. (“Rust”), if approved by the Commission, will
serve as the independent administrator of the Fair Fund (the “Fund
Administrator”) and will be compensated by Alliance Capital. Rust is a
third-party service provider which has successfully distributed over $1.8
billion to 9.6 million payees over the past three years.

4.1.1 Under the supervision of the IDC, Rust will be responsible for,
among other tasks: overseeing the administration of the Fair Fund,
obtaining accurate mailing information for shareholders, preparing
accountings, cooperating with the Tax Administrator in providing
the information necessary to accomplish the income tax
compliance, distributing money from the Fair Fund to Non-Timers
in accordance with this Plan, establishing a public website for
posting information on the Fair Fund, and setting up and staffing a
call center to address shareholder questions or concerns regarding
the distribution.

42 The Fund Administrator will provide customer support and
communications programs for Non-Timers. These programs will become
active at least by the time the first distribution occurs and will continue
until the date defined in 4.3.1 below. These services will include a toll-free
number and a website accessible to the public.

4.2.1 The Commission retains the right to review and approve any
material posted on the website.

422 Subject to Section 4.2.1, and at the direction of the
Commission Staff, the Fair Fund website may include information
regarding those Brokers, Omnibus Custodians or possible others
who decline to participate in this distribution process, or who fail
to provide sufficient data by the deadlines set forth in this Plan.

4.3 It is anticipated that settlement payments will be made principally with
checks. Settlement payment checks shall state that they must be presented
no later than 90 days after date of issuance and shall be submitted and
honored pursuant to a “positive pay” system.

4.3.1 Unless the IDC determines the period should be extended, the
checking account(s) on which the settlement payments from the
Fair Fund are drawn shall be closed no later than the end of the

12



4.4

4.5

calendar quarter immediately following 180 days after the last
check is issued.

To the extent it is practical, prior to the Calculation Cut-Off Date all
addresses for settlement payments to be mailed are to be verified with the
National Change of Address Database.

441

442

443

In the IDC’s discretion, and in consultation with Alliance
Capital and the Fund Administrator, additional pre-payment
verification may be required in connection with settlement
payments of $1,000 and over per Eligible Recipient.

Such verification may include searches of more specialized
databases prior to the mailing of large checks, or to require that
settlement payments of over-a-certain amount be paid to an active
account electronically, or by check to an address certified in
writing by the Eligible Recipient.

If no address for a payment can be validated following the
above-referenced process, no check will be processed and the
moneys for that payment will be remitted to the Gross-Up Account
pursuant to Section 3.5.

The following procedures shall be used for checks which may be
returned or undeliverable:

45.1

4.5.2

Undeliverable checks returned for the first time by United
States Postal Services (“USPS”) with a new forwarding address
will be resent to the new address. The Fair Fund database (the
“Database”).will be updated with the new address.

Information regarding undeliverable checks returned by USPS
for the first time without a new forwarding address will be updated
in the Database. For checks so returned in an amount equal to or
greater than $25, a search will be performed using private search
resources to locate a new address.

4521 If a new address is found, it will be added to the
Database, and the check will be resent to that address.

4522 If a new address is not found, a void file will be sent to
the Bank, as defined below at Section 7.2.2. The original
check will be destroyed and the moneys remitted to the
Final Settlement Account. Any additional efforts to identify
the addresses of Eligible Recipients will be conducted as is

13



4.6

4.7

4.8

4.9

considered commercially reasonable in the discretion of
IDC.

4523 Checks returned for amounts under $25 will be voided,
and the moneys remitted to the Final Settlement Account.

453 Undeliverable checks returned by USPS with a new forwarding
address from a second attempted mailing will be resent to that
address. The Database will be updated with the new address.

4.5.4 Information regarding undeliverable checks returned by USPS
without a new forwarding address from a second attempted
mailing will be updated in the Database. A void file will be sent to
the Bank and the undeliverable check destroyed. Additional
efforts to identify the addresses of Eligible Recipients will be
conducted as is considered commercially reasonable in the
discretion of IDC.

Upon request of the recipient received prior to the final distribution,
funds may be paid by wire transfer. When wire transfers cannot be
completed, the receiver will be contacted to clarify the wiring instructions.
Any request for a wire transfer in an amount less than $100 may be
assessed a fee customary for such transfers.

The Fair Fund is not being distributed according to a claim-made
process, so the procedures for providing notice and for making and
approving claims are not applicable

Information Accompanying Settlement Payments:

4.8.1 All payments under this Plan shall be preceded or accompanied
by a communication that includes, as appropriate: (a) a statement
characterizing the distribution; (b) a description of the tax
information reporting and other related tax matters; (c) a statement
that checks will be void after 90 days; and (d) where to obtain
additional information in the event of questions regarding the
distribution.

4.8.2 Any such information letter or other mailing to recipients
characterizing their distributions shall be submitted to the assigned
Commission staff for review and approval. Distribution checks, on
their face, or the accompanying mailing, will clearly indicate that
the money is being distributed from an SEC Fair Fund.

All inquiries and disputes concerning this Plan will be directed to the -
IDC by the Fund Administrator. The IDC will receive and address them

14



4.10

according to a procedure to be described on the Fair Fund website no later
than the Calculation Cut-Off Date. The general principles of the procedure
are as follows:

49.1 Inquiries and disputes may address only (a) whether an
Account was incorrectly excluded from the distribution or (b)
whether a settlement payment under this Plan was based upon an
incorrect number of shares held in its Account. Prior to the Cut-
Off Date, any settlement payments related to these two dispute
categories will be included in the Gross-Up Calculation (Cf
Section 3.5); and after the Cut-Off Date, any settlement payments
related to these two dispute categories will be made from the Final
Settlement Account on a first-come first-served basis. After the
Cut-Off Date, the Final Settlement Fund will be the sole source of
funds available to resolve such disputes.

492 The dispute resolution procedure may not be used to contest
any other aspect of the Plan or any Eligible Recipient’s settlement
payment. As to all such other issues, the determination of the IDC
is conclusive and shall control, and no process for disputing,
contesting or appealing the determinations of the IDC are
contemplated by the Plan.

493 The IDC will resolve the disputes described in 4.9.1 in his sole
discretion, and his decisions will be final. A Non-Timer must
assert its inquiry or dispute within 45 calendar days of the mailing
or transfer date of the relevant settlement payment, and in any
event, no later than 45 calendar days after the final settlement
payments are mailed or transferred, which date will be announced
on the Fair Fund website. A Timer must submit any inquiry or
dispute within 45 days after Plan approval.

49.4 When there are no inquiries in a two-month period, but in any
event, no later than six months after the final disbursements, this
procedure will terminate.

From the time that this Plan receives Final Approval until the
termination of the Fair Fund, the Fund Administrator will provide the
Commission staff and the IDC with a quarterly accounting of all monies
earned or received and all monies spent in connection with the
administration of the Plan and will submit a final accounting for approval
by the Commission prior to termination of the Fair Fund and discharge of
the Fund Administrator. This accounting shall be made during the first ten
days of each calendar quarter.
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4.11 In addition, the Fund Administrator on a monthly basis will provide
the IDC with preliminary results regarding amounts earned or received
and spent on plan distribution. The format and scope of such reports will
be determined by the IDC, in consultation with the Fund Administrator.

Distributions By Account Category

5.1 Direct Accounts.

Settlement payments to Eligible Recipients with Registered Accounts who
do not fall within another account category in this Section 5 will be made
directly to the Eligible Recipient by a check sent to the address determined
in Section 4.4. :

5.2 Network Level Accounts.

5.2.1 As to an Eligible Recipient who invested in Alliance Funds
through a broker or other third-party (the “Broker”) and whose
Registered Account data appear only partially on the books and
records of the Alliance Funds (the “Network Level Accounts™), the
following process shall apply:

5.2.1.1 The Fund Administrator shall send settlement payments
directly to those Eligible Recipients for whom sufficient
identifying information is available through Alliance
Capital, providing the relevant Broker does not elect to

make such payments directly, as provided in sub-section
5.2.1.2b.

5.2.1.2  Broker Elections. Where such information is not
available through Alliance Capital, distribution of
settlement payments to Network Level Accounts shall
occur as follows:

a. A Broker may provide sufficient
payment identification information to the Fund
Administrator for distribution of the settlement
payment by the Fair Fund to its Network Level
Accounts; or

b. A Broker may also make settlement
payments to its Network Level Accounts on its
own, using the distribution calculations provided by
the Fund Administrator (and the Broker shall certify
in writing to the IDC, or his designee, that the
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distribution has been made within 90 calendar days
after the Calculation Cut-Off Da’ce);6 or

c. A Broker may decline to participate in
the Fair Fund distribution as to one or more
Network Level Accounts by notifying the IDC and
the Commission staff in writing or by failing to
meet the deadlines set below. The settlement
amount that otherwise would be distributed to such
Network Level Accounts shall be remitted to the
Gross-Up Account.

52.1.3 Timing of Broker Elections. It is the intent of this Plan
to distribute funds expeditiously. Accordingly, prior to the
publication of the Plan, the Fund Administrator notified all
relevant Brokers in writing that Network Level Accounts
for which they have served as intermediary may be eligible
for a distribution from the Fair Fund.” The notice included
(a) the options set forth in Section 5.2.1.2; (b) the deadlines
set forth in this Section; (c) the total number of Eligible
Recipients under the Provisional Allocation; and (d) the
total Provisional Allocation for such Recipients.
Furthermore, if this Plan is approved by the Commission,
the IDC or his designee will notify Brokers of the approval
and the following;:

a. A Broker shall have 15 calendar days
from the Final Approval Date to inform the IDC or
his designee in writing as to how that Broker elects
to handle distribution to any Network Level
Account; and

b. If a Broker elects to have the Fund
Administrator distribute the settlement payment to

In the IDC’s discretion, a Broker may elect a distribution method that combines
5.2.1.2.aand 5.2.1.2.b.

Additionally, in June 2006, a written notice was sent to Brokers regarding Network
Level Accounts which could be eligible for distribution from the Fair Fund. This
notice alerted such Brokers of the likelihood that they would be called on to provide
account data to the IDC or his designee, in order for their customers to receive
settlement payments from the Fair Fund.

17



be made to its Network Level Accounts, the Broker
shall have 45 calendar days from the Final Approval
Date to provide the Fund Administrator with
sufficient identifying information for the
Administrator to make the settlement payments to
the Eligible Recipients; and

If, in the IDC’s discretion, failure to
meet either deadline (including the failure to
provide sufficient data by the deadline in 5.2.1.2.c,
above) will unduly delay or complicate distribution,
the IDC may, at any time after the deadlines have
passed and with the approval of the Commission
staff, remit the funds that would otherwise go to
such Network Level Accounts to the Gross-Up
Account.

Notwithstanding any prior notice which
may have stated otherwise, the Fund Administrator
shall not provide additional notice or distribute
settlement moneys to any Broker whose Network
Level Accounts would receive a Provisional
Allocation of less than $1,000, except to the extent
that (i) such Brokers have previously indicated a
desire to participate or (ii) the settlement payments
can be made as provided in sub-section 5.2.1.1,
above. Funds not distributed for failure to meet this
threshold shall be remitted to the Gross-Up
Account.

The Commission staff may extend any deadline
contained in subsection 5.2.1.3 for good cause shown.

5.3 Collective Accounts and Retirement Accounts (Other Than IRAs
and 403b Plan Accounts)

5.3.1

Collective Accounts. Settlement payments from the Fair Fund
shall also be made by check to Eligible Recipients whose
Registered Accounts owned shares in the Alliance Fund in trust for
a group of beneficiaries, such as trusts and 529 plans or other
pooled vehicles (“Collective Accounts™). Collective Accounts,
however, shall not include Retirement Plans addressed in 5.3.2,
IRA and 403(b) Plan accounts addressed in 5.4, or Omnibus
Custodial Accounts, which are addressed in Section 5.5. Checks
for Collective Accounts will be payable to Eligible Recipients,
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532

who will usually be sponsors, trustees or similar agents for the
Collective Account (“Collective Account Agents™).

5.3.1.1 In deciding how it will allocate the monies received
under this Plan, the Collective Account Agent must
distribute the monies received in accordance with its
fiduciary, contractual, and legal obligations (including, but
not limited to, the requirements of the Internal Revenue
Code), and consistent, where applicable, with guidance
issued by the Department of Labor (the “DOL”).

53.1.2  Ifthe Collective Account Agent determines that doing
so would meet the requirements of Section 5.3.1.1, it is
consistent with this Plan for settlement payments to be
allocated (a) pro rata or per capita to current Collective
Account participants; or (b) if the Collective Account
Agent determines that option (a) is not reasonably practical
or cost-effective, depositing the settlement payment in an
account chosen by the Collective Account Agent for use in
accordance with the Collective Account’s governance rules
or practices.

Retirement Plan Accounts (Other Than IRAs and 403b
Plan Accounts). “Retirement Plan” as used in this Plan means any
account of an “employee benefit plan” as defined in section 3(3) of
ERISA, which is not an Individual Retirement Account (“IRA”) or
a 403(b) Plan, whether or not the plan is subject to Title I of
ERISA. Distributions to IRAs and 403(b) Plan accounts will be
made in accordance with Section 5.4, below. Upon completing the
calculation of the Final Allocation, the Fund Administrator will use
its best efforts to identify Registered Accounts for retirement
accounts that are neither IRA nor 403(b) plans (“Retirement
Plans”) from information provided by transfer agency records,
Alliance Capital or other sources. Subject to Section 5.3.2.1, and in
accordance with Sections 4.4 to 4.6 the Fund Administrator will
then use its best efforts to mail and/or transmit notices and
settlement payments to eligible Retirement Plans or their sponsors,
service providers or the like using the identification information
gathered by the Fund Administrator. '

53.2.1  Withrespect to eligible Retirement Plans that are

entitled to Final Allocations of $1,000 or more (“Eligible
Retirement Plans™):
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5322

The Fund Administrator, upon
completion of the Final Allocation, will mail notice
to each of the Eligible Retirement Plans of its
respective distribution amount. Such notice will be
sent via USPS to the Eligible Retirement Plan’s last
known address of record.

In order to allow as much time as
practicable under the Plan for such Eligible
Retirement Plan to select a methodology for
distribution of settlement payments (as further
described below in Section 5.3.2.2) and, as
appropriate, notify the plan-level fiduciary of the
same, the Fund Administrator shall use best efforts,
subject to any other requirements of this Plan, to
complete distributions to all other Eligible
Recipients prior to distributing to Eligible
Retirement Plan.

The Eligible Retirement Plan shall distribute any

monies received pursuant to the Plan in accordance with its
fiduciary, contractual, and legal obligations (including, but
not limited to, the requirements of the Internal Revenue
Code), and consistent, where applicable, with guidance
issued by the DOL including, but not limited to, 13
Department of Labor Field Assistance Bulletin No. 2006-
01, April 19, 2006.

a.

Subject to Section 5.3.2.2, an
intermediary (as that term is used in the Field
Assistance Bulletin, without regard to whether the
Plan is subject to ERISA) to one or more
Retirement Plans may allocate the proceeds it
receives pursuant to the Plan to or among eligible
Retirement Plans participating in an omnibus
account administered by such intermediary
according to the procedures set forth in Sections
5.5-5.5.7 or according to average share or dollar
balance of the Retirement Plan’s investment in the
Alliance Funds during the relevant period, provided,
however, that for the purposes of such allocation
each Retirement Plan itself (and not the individual
plan participant) shall be treated as beneficial
owner.
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5.4

533

Subject to Section 5.3.2.2, the fiduciary
of a Retirement Plan (as that term is used in the
Field Assistance Bulletin, without regard to whether
the Plan is subject to ERISA) receiving a
distribution may distribute it pursuant to one of the
following alternatives (which are not necessarily the
only methods available for plan fiduciaries to
follow in allocating amounts received by or on
behalf of Retirement Plans pursuant to this Plan):
(1) Plan fiduciaries may allocate the distribution
amount to current and former participants in the
Retirement Plan in accordance with such
participants’ account balances using balance
information on a daily, monthly, quarterly or yearly
basis; (2) Plan fiduciaries may allocate the
distribution amount pro rata (based on total account
balance) among the account of all persons who are
currently participants in the Retirement Plan
(whether or not they are currently employees); (3)
Plan fiduciaries may allocate the distribution
amount per capita among the accounts of all
persons who are currently participants in the
Retirement Plan (whether or not they are currently
employees); or (4) To the extent that none of the
three preceding alternatives is administratively
feasible because the costs of effecting the allocation
exceed the amount of the distribution, plan
fiduciaries may, to the extent permitted by the
Retirement Plan, use the distribution amount to pay
the reasonable expenses of administering the plan.

In view of, ameng other things, alternative distribution
methodologies available to Eligible Retirement Plans, including
those set forth above, Eligible Retirement Plans will not be
reimbursed for the costs and expenses associated with the
administration of the Distribution Plan.

IRAs and 403(b) Plan Accounts. Settlement checks issued to eligible
IRAs and 403(b) Plan accounts shall be made payable to the relevant
Registered Account, which is anticipated to be the trustee or custodian of
record, or their successor. Such checks shall be sent, where such
information is made available, to the Beneficial Owner, and where such
information is not available, to the Registered Account at the address
determined by Section 4.4. It shall be the responsibility of the Beneficial
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5.5

Owner to negotiate the settlement payment consistent with applicable tax
obligations.

Omnibus Custodial Accounts. Some investors in Alliance Funds
hold shares through a Registered Account of a financial intermediary
(“Omnibus Custodian”), as custodian for more than one shareholder
(“Omnibus Custodial Accounts™).

5.5.1

552

5.53

Additional distribution calculations will have to be made in
connection with Omnibus Custodial Accounts. As of the
submission date of the Plan, the only loss that can be calculated
with respect to any single Omnibus Account is the amount of its
Provisional Allocation.

Alliance does not have a direct relationship with the Tier One
Accounts within Omnibus Custodial Accounts and does not have
its own access to the accountholders’ identities or their individual
positions. Custodians do have at least limited data regarding their
customers’ identity and their positions in such omnibus accounts.
Given the lack of direct contractual relationship between Alliance
Capital and Tier One Accounts, and the varied information each
Custodian may have as to its own sub-accounts, a fair and efficient
method of calculating the amounts to be paid Tier One Accounts in
Omnibus Custodial Accounts would be to apply the Adjusted
Profit methodology to quarterly (rather than monthly or daily) sub-
account data.

Allocation to Tier One Accounts shall be made as follows:

5.53.1 Once data are obtained from each Custodian pursuant to
5.5.4 below, it may be that the Final Allocation exceeds the
Provisional Allocation. This difference is referred to herein
as the “Custodial Payment Difference.” In such
circumstances, and subject to 5.5.3.2, below, Tier One
Accounts will be paid their proportionate shares of the
Final Allocation, to be supplemented, from the Reserve
Amount, as available.

5.5.3.2  Ifthe Reserve Amount is insufficient to fully cover the
Custodial Payment Difference as to all relevant Omnibus
Accounts, the Reserve Amount shall be distributed among
Tier One Accounts in proportion to their Adjusted Profits.
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554 Omnibus Custodian Elections. Calculation and distribution of
settlement payments to Tier One Accounts will occur as follows:

554.1 The Custodian may provide sufficient sub-account
trading data and payment identification information to the
IDC or his designee for calculation and distribution of the
settlement payment by the Fair Fund to Tier One Accounts;
or

5.54.2  The Custodian may provide sufficient sub-account
trading data and payment identification information to the
IDC or his designee for calculation of the settlement
payment by the Fair Fund to the Tier One Account. The
Custodian will then distribute the settlement payments
based on the calculation by the IDC or his designee;8 or

5543 A Custodian may decline to participate in the Fair Fund
distribution as to one or more Tier One Accounts by
notifying the IDC and the Commission in writing or by
failing to meet the deadlines set below. The settlement
amount that otherwise would be distributed to from the
Fund Account shall be remitted to the Gross-Up Account;
or

5.5.4.4  If the amount of Adjusted Profit Loss, in all of the
Omnibus Fund Accounts of the Custodian, is less than
$50,000, a Custodian, in its discretion, may distribute the
amount of the Custodial Loss among customers as
appropriate under the circumstances, or the Custodian can
decline to participate in the distribution. If the Custodian
declines to participate, the settlement account otherwise
distributed to that Fund Account shall be remitted to the
Gross-Up Account.

8 Inthe IDC’s discretion, an Omnibus Custodian may elect a distribution method that

combines 5.5.4.1 and 5.5.4.2.

23



5.5.5

Timing of Elections. It is the intent of this Plan to distribute
funds expeditiously. Accordingly, prior to the publication of this
Plan,9 the IDC, through Rust, notified each relevant Omnibus
Custodian in writing (a) that one or more of its Custodial Omnibus
Accounts may be eligible to receive a settlement payment from the
Fair Fund; (b) the total Provisional Allocation; (c) the options as
set forth in 5.5.4, above; and (d) the proposed deadlines set forth
here. Furthermore, if this Plan is approved by the Commission, the
IDC or his designee will notify the relevant Omnibus Custodians
of the approval and the following:

5.5.5.1 A Custodian shall have 15 calendar days from the Final
Approval Date to inform the IDC or his designee as to how
the Custodian elects to handle the settlement payments to
any Tier One Account; and

5.5.5.2  If a Custodian elects to participate under sub-sections
5.5.4.1 or 5.5.4.2, the Custodian shall have 45 calendar
days from the Final Approval Date to provide the IDC or
his designee with sufficient data for the IDC or his designee
to perform settlement payment calculations (reasonable
out-of-pocket costs incurred by a Custodian in gathering
such demographic information may be reimbursed as an
administrative cost of the Fair Fund under Section 1.5.2,
subject to prior notice to the Fund Administrator, or other
designee of the IDC, of the anticipated method of data
generation and estimated cost, as well as timely
presentation of detailed invoices, which shall be
satisfactory to the IDC); and

5553 If, in the IDC’s discretion, the failure to meet either
deadline (including the failure to provide sufficient data by
the deadline in 5.5.4.3 above) will unduly delay or
complicate distribution, or the Custodian fails to provide
the certification described in Section 5.5.6.1, the IDC may,
at any time after the deadlines have passed, and with the
approval of the Commission staff, remit the funds that

Additionally, in 2006, the relevant Omnibus Custodians were notified that one or
more Fund Accounts traded in their names appear to be eligible for distribution from
the Fair Fund and requested sufficient data for the IDC and his designees to begin the
process of performing distribution calculations at the Tier One Account level.
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6.

6.1

6.2

would otherwise go to such Omnibus Custodial Account to
the Gross-Up Account.

5.5.6 If a Custodian eleéts under Section 5.5.4.2 to make settlement
payments to Tier One Accounts, it shall:

5.5.6.1 no later than the deadline set in Section 5.5.5.2, certify
that it will make commercially reasonable efforts consistent
with its legal, fiduciary and contractual duties, as
applicable, to disburse the payment received to affected
Tier One Accounts, in accordance with the Distribution
Plan, and that it will return any undistributed funds to the
Fair Fund for disposition in accordance with the Plan; and

5.5.6.2  within 90 calendar days after the Calculation Cut-Off
Date, the Custodian shall certify in writing to the IDC, or
his designee, that the settlement payments have been made
and in compliance with these requirements and with all
applicable tax provisions.

55.7 The Commission staff may extend any deadline contained in
subsection 5.5.5 for good cause shown.

The Final Distribution

It is anticipated that the IDC and his designees shall, within 110 days
of the Final Approval Date, identify eligible accounts, determine the total
of the Gross-Up Account, and do the Final Allocation. By 150 days after
the Final Approval Date, it is anticipated that the Fund Administrator will
have prepared necessary information for printing of checks and completed
other administrative tasks associated with the distribution.

In order to distribute the funds, the IDC or his designee will submit a
validated list of payees and the payment amounts (the “Payee List”) to the
assigned Commission staff, who will obtain authorization to disburse
pursuant to Rule 1101(b)(6). The Payee List will be validated at the IDC’s
direction by the Fund Administrator. The Commission Secretary shall
issue a distribution order pursuant to Rule 1101(b)(6) on receipt of the
Payee List.

6.2.1 If the Payee List includes settlement payments requiring
reporting to the Internal Revenue Service (“IRS”), the list also
shall be submitted to the Tax Administrator, who shall validate the
Payee List and provide the IDC and Fund Administrator with
information necessary to perform any required withholding and
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7.1

shall also file any required reports and related deposits with the
IRS.

6.2.2 The validation will state that the Payee List was compiled in
accordance with the Plan and provides all information necessary to
make disbursement to each distributee. To the extent necessary to
ensure confidentiality of information of Non-Timers, the Payee
List will identify accounts by number only; provided however, that
the QSF, as defined below at Section 9.1, and the IDC (or his
designee) will maintain, for a period of time not to exceed 40
months (unless otherwise directed by the Commission), a version
of each Payee List which includes the names, addresses and tax
identification numbers of the Non-Timers receiving settlement

payments.

623 Unless otherwise directed by the Commission, the Commission
staff will obtain an Order Directing Disbursement that releases
funds to the bank account established by the Fund Administrator
based upon the validated list and a representation by the Fund
Administrator that commercially reasonable efforts will be made to
ensure that the checks or wires will be issued within the next
business day. It is anticipated that the Commission may require
that transfers of funds from the BPD be made in waves (and,
therefore, checks be sent out in batches), to limit the amount of
money held at any given time in the Fair Fund’s bank account. The
Tax Administrator shall provide the Commission with a demand
for funds necessary to accomplish any tax deposits regarding
settlement payments subject to reporting or withholding.

D. OTHER MATTERS

Fair Fund Asset Protection

Under the Plan, (a) the Fund Administrator will have no custody, and
restricted control, of the Fair Fund; (b) the Fund will be held by BPD until
immediately before transmittal of checks or wires to eligible investors; (c)
upon transfer from BPD, funds will be held in an Escrow Account,
separate from Bank assets and described below at Section 9.3, until
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7.2

presentation of a check or wire, at which time funds will be transferred to
a controlled distribution account; (d) presented checks or wires will be
subject to “positive pay” controls before honored by the Bank; and (e)
both the Bank and the Fund Administrator will maintain, throughout this
process, insurance and/or a financial institution bond that covers errors
and omissions, misfeasance, and fraud.

In lieu of bond, the following additional steps are proposed to help
protect Fair Fund assets from waste, misappropriation and dissipation
during the Distribution Process:

7.2.1 The Escrow Bank, which will hold Plan assets during the check-
cashing period, maintains a Financial Institutions (FI) Bond
including errors and omissions coverage with an aggregate limit of
200 MM Euro. The primary insurer is American International
Group, which, as of its most recent renewal, was rated A+ by A.M.
Best. The Escrow Bank has 200 MM Euro of E&O insurance. In
addition, the Escrow Bank has a bankers blanket bond of 250 MM
Euro from Chubb (which is rated A++ by A.M. Best), which the
Escrow Bank has advised the IDC includes coverage for wrongful
acts (i.e., an act, errors and omissions, misstatement, etc.) or failure
to safeguard proprietary information in connection with rendering
of professional services. The Fund Administrator has $10 million
in E&O insurance, as well as $2 million fiduciary insurance. The
Escrow Bank annually assesses the adequacy of its policy limits
through extensive analysis of historical loss data, exposure to loss
and internal company controls.

The Fund Administrator maintains and will continue to maintain
until termination of the Plan, an errors and omissions insurance
policy. The primary insurer, Illinois Union Insurance Co, is a
company which, as of its most recent renewal, was rated A+ by
AM. Best. The policy is in the amount of $10 million per
occurrence. The Fund Administrator also maintains, and will
continue to maintain until termination of the Plan, a fiduciary
insurance policy. The primary insurer, St. Paul Companies, is a
company which, as of its most recent renewal, was rated A+ by

A M. Best. The policy is in the amount of $2 million per
occurrence. The Fund Administrator’s print vendor maintains and
will continue to maintain until termination of the Plan, an errors
and omissions insurance policy. The primary insurer, Illinois
Union Insurance Co (ACE USA), is a company which, as of its
most recent renewal, was rated A+ by A.M. Best. The policy is in
the amount of $25 million per occurrence. Under the Plan, at no
time will there be funds under the custody and control of the Fund
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722

723

Administrator that exceed the amount covered by insurance.
Certificates of insurance for these policies have been provided to
the assigned Commission Staff for review and have been deemed
“not unacceptable.”

Deutsche Bank Trust Company Americas (“Deutsche Bank” or
the “Bank”) will hold Fair Fund assets during the check-cashing
period in an account or accounts in the name of the QSF, as
defined at Section 9.1, and carrying its Tax Identification Number,
with duplicate statements provided to the IDC and the Tax
Administrator. Deutsche Bank maintains a Financial Institutions
(FI) Bond, including errors and omissions coverage with an
aggregate limit of 200,000,000 Euro E&O and a banker’s blanket
bond of 250,000,000 Euro. Its insurance carriers include one rated
“A+” by A.M. Best and another rated “A++” by A.M. Best.
Deutsche Bank annually assesses the adequacy of its policy limits
through extensive analysis of historical loss data, exposure to loss
and internal company controls. Deutsche Bank limits are reviewed
annually.

The Fund Administrator’s check protection and back office
processes include:

7.2.3.1 Debit blocks are used on accounts to prevent
unauthorized wires out of an account. Wire transfers
require the approval of only individuals authorized in
advance with the bank;

7232 Secure areas are maintained for all check stock with
only approved individuals having access to the vault;

7233 Background and credit checks are performed on all
employees involved in the distribution process;

7.2.3.4  Security features on check stock are used, which
include void pantographs to prevent coping, micro-printed
signature lines, and watermarks embedded in the stock;

7.2.3.5  Job responsibilities among employees of the Fund
Administrator are divided such that the calculation of
amounts, preparation of files, submitting files to the bank
and the like are all separate duties; and

7.2.3.6  Total mailing pieces are compared to batch totals to
confirm that all checks have been prepared for mailing, and
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8.1

8.2

8.3

9.1

postal receipts are maintained and archived to confirm that
all printed checks were mailed.

Payments By Other Respondents

Pursuant to their own regulatory settlements in respect of market
timing and/or late trading, other participants in the mutual fund industry
(the “Other Respondents™) may owe settlement payments to Non-Timers
in Alliance Funds.

To the extent such settlement payments from Other Respondents relate
to trading in the ten Alliance Funds during the Relevant Period, and
provided that, in the discretion of the IDC, doing so would be cost-
effective, not present any complicating tax or other issues, and not delay
settlement payments from the Fair Fund, the identification of payees and
calculation of settlement payments from Other Respondents may be
coordinated with those made by the Fair Fund, up to the point of printing
and mailing checks.

8.2.1 The amount of settlement payments by an Other Respondent
shall be calculated using a methodology adopted by the IDC of that
Respondent’s Fair Fund.

8.2.2 Such settlement payments shall be mailed separately from
settlement payments from the Fair Fund Assets, with printing and
mailing costs to be borne solely by the Other Respondent(s).

823 In order to coordinate its settlement payments with those of the
Alliance Fair Fund, the Fair Fund of an Other Respondent shall -
establish a direct contractual relationship for that purpose with the
Fund Administrator.

8.2.4 Costs of such coordinated efforts, including any costs already
incurred for these purposes, may be divided among other Fair
Funds or Respondents, based on the relative proportion of the total
amount distributed.

The Fair Fund shall not undertake coordination of the distribution of
any moneys from the Fair Funds of Other Respondents to Alliance Funds
except as set out above.

Tax Provisions

The Fair Fund constitutes a Qualified Settlement Fund (“QSF”’) under
Section 468B(g) of the Internal Revenue Code, 26 U.S.C. §468B(g), and
related regulations, 26 C.F.R. §§1.468B-1 through 1.468B-5.
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9.2

9.3

The Commission has appointed Damasco & Associates as the Tax
Administrator (“Tax Administrator”) of the Fund. Order Directing
Appointment of Tax Administrator, in the Matter of Certain Disgorgement
and Fair Funds in Administrative Proceedings, Exchange Act Rel. No.
51341, March 9, 2005. The IDC, Fund Administrator, and Alliance
Capital will cooperate with the Tax Administrator in providing
information necessary to accomplish the income tax compliance, ruling
and advice work assigned to the Tax Administrator by the Commission.
The Tax Administrator shall be compensated by Alliance Capital. The
Tax Administrator has obtained a Private Letter Ruling regarding the tax
information reporting and withholding obligations of the QSF. A
communication summarizing the PLR as to reporting requirements will be
made available to Eligible Recipients.

The assets of the Fair Fund are subject to the continuing jurisdiction
and control of the Commission. The Fair Fund is currently deposited at
the BPD. Upon approval of the Plan, the Fund Administrator shall
establish an account at Deutsche Bank, as further described at
Section 7.2.2., in the name of and bearing the Taxpayer Identification
Number of the QSF (the “Escrow Account™).

9.3.1 Following approval of the Plan and submission by the IDC of a
- list of payees and amounts to the Commission staff and all

information necessary to make disbursement to each distributee,
unless otherwise directed by the Commission, the Commission
staff shall cause the balance in the Fair Fund to be deposited in the
account established by the Fund Administrator in the name of and
bearing the Taxpayer Identification Number of the Qualified
Settlement Fund (“QSF account™). The Fund Administrator shall
be the signer on the QSF account, subject to the continuing
jurisdiction and control of the Commission. The Fund
Administrator shall authorize Deutsche Bank to provide account
information to the Tax Administrator.

932 The Fund Administrator shall use the assets and earnings of the
Fair Fund to provide payments to Eligible Recipients and to
provide the Tax Administrator with assets to pay tax liabilities and
tax compliance fees and costs. The QSF account shall be invested
in short-term U.S. Treasury securities, all backed by the full faith
and credit of the U.S. Government, of a type and term necessary to
meet the cash requirements of the payments to Eligible Recipients,
tax obligations and fees; provided however, that investments in the
U.S. Treasury securities will not be made through repurchase
agreements or other derivative products.
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9.33

934

935

9.3.6

Duplicate statements of the Escrow Account shall be provided
to the IDC and the Tax Administrator. Any and all taxes payable
on account of income earned by the money in the Escrow Account
shall be paid from funds in the Escrow Account, and the escrow
agent is expressly authorized and directed to work with the IDC,
Alliance Capital, and the Tax Administrator to make such

payments.

Upon approval of the Plan by the Commission, the IDC, the
Fund Administrator, and the Bank shall further establish a
controlled disbursement account in the name of and bearing the
Taxpayer Identification Number of the Fair Fund (the “Distribution
Account”). All funds will remain in the Escrow Account pursuant
to the Escrow Agreement until needed to satisfy a presented check
or wire instruction. At that time, and subject to the controls set
forth below, the amount needed to satisfy any presented check will
be transferred to the Distribution Account and immediately paid
out. For any payment to be made by wire instruction, and subject
to the controls set forth below, funds will be paid from the Escrow
Account in accordance with written instructions provided by
parties authorized by the Escrow Agreement.

The Fund Administrator shall be the signer on the Distribution
Account, supervised by the IDC and subject to the continuing
jurisdiction and control of the Commission. The Fund
Administrator shall authorize the Bank to provide information on
the Escrow Account and the Distribution Account to the Tax
Administrator.

Prior to the Final Approval Date, the Bank will have provided
the IDC with an attestation that all funds in the Escrow Account
and the Distribution Account will be held for this Plan and that the
Bank will not place any lien or encumbrance of any kind upon the
funds. All costs associated with the Escrow Account and the
Distribution Account will be treated as costs to the Fair Fund.
Upon the Bank’s receipt of funds from the BPD, the Bank shall
promptly deposit the funds into the Escrow Account.

10. Post-Distribution Issues

10.1

It is the intent of this Plan that the process of distributing substantially
all settlement payments from the Fair Fund (or in the case of Omnibus
Custodial Accounts, amounts to be paid, calculated and ready for transfer
to Custodian) will begin on or before 170 days after the Final Approval
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10.2

Date. The Fund Administrator will use its best efforts to complete
distribution within six months from the beginning of the distribution.

Upon distribution of the funds, the Fund Administrator shall make
arrangement for the final payment of taxes and Tax Administrator fees and
shall submit a final accounting to the Commission. The Distribution Fund
shall be eligible for termination after all of the following have occurred:
(1) the Final Accounting by the Administrator has been submitted and
approved by the Commission, (2) all taxes and fees have been paid and
(3) all remaining funds or any residual have been transferred to the U.S.
Treasury. Staff shall seek an order from the Commission to (1) approve
the Final Accounting; (2) approve sending the remaining residual amount
to the United States Treasury after the final tax payment has been made;
and (3) authorize the Secretary of the Commission, upon receipt of notice
from the staff assigned to this matter that all funds have been expended, to
discharge the Fund Administrator.

11. Notice of Proposed Plan, Opportunity for Comment

11.1

11.2

Notice of this Plan shall be published in the SEC Docket, on the
Commission’s website [hitp://www.sec.gov], and on the website
http://www.abfairfund.com. Any person or entity wishing to comment on
the Plan must do so in writing by submitting their comments within thirty
days of the date of the notice (i) by sending a letter to the Office of the
Secretary, United States Securities and Exchange Commission, 100 F
Street, N.E., Washington, D.C. 20549-1090; (ii) by using the
Commission’s Internet comment form
(www.sec.gov/litigation/admin.shtml); or (iii) by sending an e-mail to
rule-comments@sec.gov. Comments submitted by e-mail or via the
Commission’s website should include the Administrative Proceeding File
Number (Admin. Proc. File No. 3-11359) in the subject line. Comments
received will be available to the public. Those submitting comments
should only submit information that they wish to make publicly available.

All notices required to be delivered hereunder to the Commission shall
be delivered to this address:

Office of Financial Management
Securities and Exchange Commission
Operations Center

6432 General Green Way, Stop 0-3
Alexandria, VA 22312

under cover letter identifying Alliance Capital as the Respondent and the
file number of the proceedings, with copies to:
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Robert Murphy

Branch Chief, Division of Enforcement
Northeast Regional Office

Securities and Exchange Commission
3 World Financial Center

New York, NY 10281-1022

Prof. Marshall E. Blume
Alliance Capital IDC

c/o Rust Consulting, Inc.
P.O. Box 1824

Fairbault, MN 55021-1876

Alliance Capital Fair Fund Administrator
Rust Consulting, Inc.

P.O. Box 1824

Fairbault, MN 55021-1876

AllianceBernstein L.P.
1345 Avenue of the Americas
New York, NY 10105
Attn: Mark R. Anderson, Esq.

12. Limitations of Liability

12.1

The IDC and the Fund Administrator, and/or each of their designees,
agents and assistants, shall be entitled to rely on any Orders issued in this
proceeding by the Commission, the Secretary by delegated authority, or an
Administrative Law Judge, and may not be held liable to any Potentially
Eligible Recipient or Non-Timer for any act or omission in the course of
administering the Fair Fund, except upon a finding that such act or
omission is caused by such party’s gross negligence, bad faith or willful
misconduct, reckless disregard of duty, or reckless failure to comply with
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the terms of the Plan. This paragraph is an expression of the current state
of the law and is not intended, nor should it be deemed to be, a
tepresentation to or an indemnification of the IDC or the Fund
Administrator or their designees, agents and assistants, nor should this
paragraph preclude the Commission or the QSF from secking redress for
any act or omission in the course of administering the Fair Fund or from
seeking redress from any insurance or bond provided as set forth in this

Plan.

13. Amendment to Plan

131

The IDC will inform the Commission staff of any material changes in the
Plan and will obtain approval from the Commission prior to their
implementation. If material changes are required, this Plan may be
amended upon the motion of the Respondent, the Fund Administrator or
upon the Commission’s own motion.

Submitted on: }A@gﬂw 22 2008 py. W&M 2 '/?ﬁa-a

Marshall E. Bluma,

IDC for Alliance Capital Management, L.P.
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Exhibit A

REPORT OF MARSHALL E. BLUME ON MARKET TIMING LOSSES

INTRODUCTION

1. Iam the Howard Butcher III Professor of Financial Management, Director of
the Rodney L. White Center for Financial Research, and past Chairman of the
Finance Department at the Wharton School of the University of Pennsylvania.
I received my MBA and Ph.D. from the University of Chicago.

2. Pursuant to an SEC order, I have been named as the Independent Distribution
Consultant in connection with In the Matter of Alliance Capital Management,
L.P., No. 3-11359. The relevant portion of that order, provides that: “The
Independent Distribution Consultant shall develop a Distribution Plan for the
distribution of all of the $250 million [paid to the U.S. Treasury by Alliance
Capital Management] in disgorgement and penalty to the mutual funds and
their shareholders to compensate fairly and proportionately the funds’
shareholders for losses attributable to market timing trading activity by market
timers with whom Alliance Capital entered into timing arrangements between
January 1, 2001 and September 30, 2003, according to a methodology
developed in consultation with Alliance Capital and the independent directors
of the affected Alliance Capital funds and acceptable to the staff of the
Commission. The Distribution Plan shall provide for fund investors to
receive, in order of priority, (i) their aliquot share of losses suffered by the
fund due to market timing, and (ii) a proportionate share of advisory fees paid
by such fund during the period of such market timing.” [Amended Order
Instituting Administrative and-Cease-and-Desist Proceedings, January 15,
2004, Section IV, Part C. Distribution of Disgorgement and Penalty, Subpart
1] In accordance with Section 308 of the Sarbanes-Oxley Act of 2002, 15
U.S.C. 7246, and in 17 CFR 201.1100, the moneys paid by Alliance Capital
are referred to as a “Fair Fund.”

3. My convention throughout will be to refer to the 23 individual traders who
engaged in market timing activities pursuant to arrangements with Alliance
Capital as “the timers,” to refer to all other shareholders in the ten Alliance
Capital funds at issue as “the other shareholders,” and to refer to the portfolio
manager of any one of those ten funds as the “PM.”"

4. The present report deals only with Subpart (i) of Section IV C 1 of the
Amended Order, that is, the determination of investors’ “aliquot share of

It is my understanding that, based on the parameters set forth in the Amended Order, Alliance
Capital has identified accounts and funds in which specific traders had or may have had
authorization from Alliance Capital to engage in market timing.



II.

losses suffered by the fund[s] due to market timing.” The Amended Order
provided that up to $200 million of the Alliance Capital Fair Fund was to be
used to compensate such losses. Under the methodology discussed below, I
have calculated the total losses to be $186.4 million.>

5. This report does not address the calculation or allocation of amounts to be
paid under Subpart (ii), “advisory fees paid by such fund[s] during the period
of such market ’timing.”3

6. The work of Subpart (i) itself entails two basic steps: first, estimating the
losses to the other shareholders attributable to the timers’ activity, and second,
allocating payments with respect to those losses to the other shareholders.
This report is limited to the first step and describes the methodology I have
developed to calculate losses to the other shareholders. In describing and
illustrating the calculation of losses, at times I focus on the Technology Fund
as an example, because my analysis has shown that losses to the other
shareholders are concentrated in the Technology Fund. I shall submit at a
later date a plan for the second step, the actual distribution from the Fair Fund.

7. Section II of this report describes my methodology. Section III provides
summary statistics on the timers’ activities. Section IV focuses on the
Alliance Capital funds’ accounting, cash management, and investment
policies. Section V summarizes the components of losses to the other
shareholders.

THE ADJUSTED-PROFIT METHODOLOGY

8. Using my adjusted-profit methodology, I calculate total losses, netted over all
the other shareholders and over all ten funds, with interest, to be $186.4
million as of January 16, 2004, the date on which Alliance Capital deposited
the Fair Fund amount with the U.S. Treasury.

9. Adjusted profit is a measure of the loss in wealth incurred by the other
shareholders as a result of the timers’ trades. The adjusted-profit
methodology is so named because the timers’ profits constitute a significant
portion, though not all, of the losses realized by the other shareholders. In

This Joss is netted over the other shareholders and the ten funds and includes interest through
January 16, 2004. Since some of the other shareholders realized gains of approximately $1
million as a result of the timers’ activities, the total losses to the remainder of the other
shareholders exceed the net losses shown in the text. The aliquot share of losses to be distributed
to those other shareholders who experienced losses will not be reduced by the gains realized by
some of the other shareholders as a result of the timers’ activities.

In addition, this report does not address any issues relating to moneys due other shareholders from
the Fair Fund of any other mutual fund industry participant relating to market timing or late
trading by that entity’s employees, affiliates, or customers in Alliance Capital funds.



determining these losses, I use an “out-of-pocket” standard based on the
difference between what the other shareholders have in their pockets and what
they would have had but for the timers’ activity. This methodology is '
appropriate for the facts in this matter and my charge under the Amended
Order.

10. The adjusted-profit methodology determines the “out-of-pocket” losses to the
other shareholders in two steps: calculating the losses during the period in
which a timer was invested (the investment-period loss), and calculating the
losses after the timer’s redemption (the post-investment-period loss). Both
categories of losses depend on the extent to which the PM invests the timer’s
subscription. The Technical Appendix describes this methodology in detail.

11. Investment-period Loss:

a. If the PM does not invest a timer’s subscription and the timer’s
subscription does not result in additional expenses to the other
shareholders, the timer’s profit during the investment period is equal to the
losses of the other shareholders.* The profit that the timer earns must
come out of the pockets of the other sharcholders. The timer’s profit
during the investment period comes from two sources. First, the timer
may subscribe to a fund at a NAV that is below its fair-market value, or
may redeem from a fund at a NAV above its fair market value, by placing
the order either on or before 4:00 pm or after 4:00 pm (i.e., late trading).
Second, the timer may share in the profits on the assets owned by the other
shareholders. For instance, if the assets of the other shareholders realize a
positive return, the timer shares in those profits and the timer’s share of
those profits comes out of the pockets of the other shareholders. The sum
of these two sources is the timer’s profit.

b. Whatever the fair market value when the timer subscribes or redeems, a
timer’s profit will correctly measure the “out-of-pocket” loss to the other
shareholders when the PM does not invest the timer’s subscription and the
timer’s subscription does not result in additional expenses to the other
shareholders. Thus, the adjusted-profit methodology does not require a
direct estimate of the fair market value at the time of the subscription or
redemption. It should be noted that the subscription of a timer may benefit
the other shareholders, rather than causing them a loss, if the timer
subscribes to a fund at a NAYV that is above its fair-market value, if the

There may be some small overnight earnings on the timers® subscriptions that would reduce other
shareholders’ losses. However, because of the complexities of “t+1”” accounting and transaction
settlement times, the adjusted-profit methodology as implemented in this report makes the
conservative assumption that these earnings are zero.



timer redeems at a NAV that is below its fair-market value, or if the assets
of the other shareholders experience a loss.

c. Ifthe PM does invest some or all of a timer’s subscription, however, a
portion of the timer’s profit is attributable to the return on the timer’s
invested assets. Here, the timer’s profit should be adjusted, or reduced, by
the return on his invested as$ets to obtain the “out-of-pocket” losses to the
other shareholders. As described in Paragraphs 31-33 below, this
adjustment is undertaken in two steps: an adjustment on the day of the
investment (the buy adjustment), and an adjustment for subsequent days
that the timer remains in the fund (the subsequent-day adjustment).

12. Post-investment-period Loss

a. A timer’s activity could result in post-investment-period losses to the other
shareholders even after the timer has left the fund. For expositional
purposes, assume that the PM invests some or all of the timer’s
subscription. When the timer redeems his investment on day t, the
investments made with the timer’s subscription become assets of the other
shareholders. The earliest that the PM can sell these investments is the
following morning. If the value of the investments declines overnight, this
represents a loss to the other shareholders that would not have occurred in
the absence of the timer. I estimate this loss to the other shareholders
based on the return on the fund’s invested assets from 4:00 pm on the day
of the timer redemption until 10:00 am the next morning (the “redemption
adjustment”). In addition, under my methodology, this post-investment-
period loss includes transaction costs incurred as a result of sales of
securities that the PM undertakes in obtaining cash to pay the timer’s
redemption (the “transaction cost adjustment”).

b. If the PM has not invested any of the timer’s subscription, there would be
no redemption adjustment. However, if the timer has made a profit (as
described above in Paragraph 11), there may still be a transaction cost
adjustment to the extent that the PM has to sell securities to fund the
portion of the timer’s redemption that is in excess of the timer’s
uninvested cash.

c. Whatever the fair market value when a timer redeems, the post-
investment-period loss will provide a measure of the “out-of-pocket” loss
to the other shareholders. As with the investment-period loss, it is
possible that the redemption adjustment could benefit the other
shareholders if the value of the fund’s invested assets increases.
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13. In applying the adjusted-profit methodology, it is necessary to allocate the
PM’s securities purchases and sales to both the timers and the other
shareholders. The allocation algorithm that I have used is based upon the
principle that a PM reacts in the same way to the subscriptions and
redemptions of both categories of shareholders.

14. The potential magnitude of the investment-period loss is related to that of the
post-investment-period loss. If the PM does not invest any of the timer’s
subscription and the timer causes no other expenses, the investment-period
loss is equal to the timer’s profit, and the post-investment-period loss includes
only the transaction costs that may apply to the excess of the timer’s
redemption over the original subscription (i.e., the timer’s profit). If the PM
does invest some or all the timer’s subscriptions, the magnitude of the
investment-period loss may be less than the timer’s profits as these profits
may be reduced by the earnings on the invested assets; however, the
magnitude of the post-investment-period losses may increase due to the
redemption adjustment.

15. In addition to the adjustments described above, I have made an expense
adjustment to account for any change in fund expenses incurred by the other
shareholders as a result of the timers’ activity that can arise because of t+1
accounting.

CHARACTERISTICS OF FUNDS AND THE TIMERS’ ACTIVITIES

A, Profits of the Timers by Fund

16. Total unadjusted profits of the timers — that is, the amount referred to in
Paragraph 11 — in the ten funds was $123.8 million (Exhibit 1) from Q1 2001
through Q3 2003.>° The third and fourth quarters of 2002 were the most
profitable, $63.8 million in.total. The timers realized the largest profits in the
Technology Fund, $76.9 million, which represents almost two thirds of the
total profits realized in all ten funds. The next three funds in terms of
profitability were Premier Growth with $19.4 million, Growth and Income
with $11.9 million, and Mid-Cap Growth with $9.4 million. The top four
funds thus accounted for 95 percent of the timers’ total profits.

Timers’ profits are calculated daily and include distributions; the profits for a quarter or a year are
the sum of the corresponding daily profits. These profits and my subsequent analyses are based on
account numbers that Alliance Capital has identified as those of the timers.

Some of the fund names have changed over the period. Mid-Cap Growth was called the Alliance
Fund prior to February 1, 2002, Americas Government Income was called North American
Govemnment Income until some point during fiscal year ending November 30, 2002, and Quasar
became Small Cap Growth after November, 2003.
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17.

18.

19.

20.

21.

Exhibit 2 provides summary statistics on the daily return realized by the
timers in each fund, weighted by the assets that the timers had in those funds
on each day. The asset-weighted mean daily return across all funds was 0.14
percent. However, there was significant variation in daily returns, and the
timers often experienced losses.

B. Subscriptions and Redemptions

In the first half of 2001, the subscriptions of the timers in the Technology
Fund were 29 percent of total subscriptions in that fund (Exhibit 3). In
subsequent quarters, the timers’ subscriptions became an increasingly
significant proportion of total subscriptions. The subscriptions of the timers in
all ten funds increased from $1.3 billion in Q1 2001 to a high of $6.8 billion in
Q4 2002. The timers’ subscriptions then decreased to $394.6 million in Q3
2003 (Exhibit 4). The total of the timers’ subscriptions from January 1, 2001,
through September 30, 2003 was $36.8 billion. The timers were most active
in the Technology Fund with total subscriptions of $16.4 billion.

C. Transaction Statistics for the Timers

A large proportion of the timers’ round-trip trades’ were only one day in
length — 46 percent of their total round-trip trades and 60 percent of the dollar
value of the associated subscriptions (Exhibit 5). Only nine percent of the
timers’ round trips and six percent of the associated subscriptions were greater
than five days. The average size of a timers’ trade across all funds was $7.0
million.

PARTICULARS OF ALLIANCE CAPITAL FUNDS RELEVANT TO
MODELING LOSSES

A. Alliance Capital’s “t+1” Accounting

Alliance Capital uses t+1 accounting. With t+1 accounting, shareholder and
portfolio transactions are not reflected in the NAV until the following day.
The NAYV at t+1 is based on security prices at 4:00 pm on day t+1 and
portfolio holdings on day t. The implication is that the NAV at t+1 is the
same whether or not the PM invests, during day t+1, the net subscriptions
made on day t.

For example, suppose an individual subscribes to a fund on day t at the NAV
on day t. The earliest that the PM can invest the subscriber’s cash is during
day t+1. The NAV on day t+1 reflects neither the return on this investment
from the time purchased to the market close nor transaction costs. It is not

For purposes of this discussion, a “round trip” is defined as a given timer’s subscription, followed
by his redemption in the same class of the same fund, where the total number of shares redeemed
during the round trip is between 99 percent and 101 percent of the total number of shares
subscribed to during the “buy” leg of the round trip.



until day t+2 that the NAV reflects trading activity that occurred during day
t+1.

22. The adjusted-profit methodology properly recognizes the effect of t+1
accounting on the calculation of losses in the investment-period loss, even
though the change in NAV from t to t+1 is the same regardless of any costs
incurred by the fund in investing the timer’s subscription.

B. Alliance Capital’s Policies on Cash Management

23. It is my understanding that the PMs of the eight equity funds and the High .
Yield Fund did not use futures to equitize their cash during the period that the
timers were transacting in the funds.® The PM of the Americas Government
Income Trust did use futures during the year ended September 30, 2003, but
did not use futures during the prior two fiscal years.

24. In the Technology Fund, there was a steady decline in the percentage of assets
in cash, from an average of 10.5 percent in Q1 2001 to 2.0 percent in Q3 2003
(Exhibit 6). The high level of timer activity from Q1 2002 through Q1 2003
does not appear to have had any impact on the rate of this decline, even
though the volatility of the cash ratio did increase.

25. In comparison to the Technology Fund, Premier Growth kept much less of its
assets in cash, averaging 1.0 percent with no clear trend (Exhibit 7). The cash
ratios of the Mid-Cap Growth and the Growth and Income funds declined over
time. However, because their initial cash ratios were much lower than that of
the Technology Fund, the rate of decline was much smaller.

26. Since the timers’ activities do not appear to have had any systematic effect on
cash levels, I make no adjustments related to such possible effects.

C. Shareholder Flows and PM Trading Activity

27. Exhibit 8 presents the results of a regression of PM trading activity on prior-
day shareholder flows for the Technology Fund. Except for the period from
Q3 2002 to Q2 2003, the PM does not appear to have invested large
proportions of prior-day subscriptions by timers and the other shareholders.
There was no evidence that the PMs of any of the other equity funds invested
prior-day subscriptions the next day. The sole exception may be the Growth
Fund in which there was some very weak evidence that in certain quarters, the
PM did invest a portion of the prior-day subscriptions the next day. Whether
subscriptions are invested the next day or not, however, the adjusted-profit

The Disciplined Value Fund manager purchased S&P500 Index futures on December 28, 2000
and sold them on January 19, 2001. There was no significant activity by the timers in the
Disciplined Value Fund until Q3 2002.



28.

29.

30.

31.

methodology accounts for the effect of investing timer subscriptions on the
other shareholders.

D. Possible Overweighting of Liquid Securities

The other shareholders could have suffered losses if the timers’ activities
caused a PM to trade a greater proportion of more liquid securities than he
would have absent the timers. For this to cause losses, the returns to more
liquid securities would have to be lower than the returns to the less liquid
securities the PM would otherwise have purchased during the period of timer
activity. However, it is only when the PM invests the timers’ subscriptions
quickly that this argument could have some merit. The two funds for which
this effect might apply are the Technology Fund and the Growth Fund. In
view of the minimal profits of timers in the Growth Fund and the fact that less
than three percent of the timers’ subscriptions were made in that fund, I have
confined my analysis of any possible overweighting of liquid securities to the
Technology Fund. During this period of heightened timer activity, the
evidence indicates that the PM of the Technology Fund often traded a large
number of securities per day, possibly trading baskets of securities, a practice
that would help to minimize trading costs. This trading pattern suggests that
the PM of the Technology Fund was not constrained by the liquidity
characteristics of individual securities. Therefore, I make no adjustment for
the possible overweighting of liquid securities by the Technology Fund.

E. Possible Capital Gains Acceleration

I also considered making a further adjustment for any tax costs associated
with the acceleration of the realization of capital gains due to timer-related
sales. Based on the size of the capital loss carryforward balances of the funds
at the end of each year, and the funds’ annual realized and unrealized losses,
no adjustment for potential capital gains taxes is required.

IMPLEMENTATION OF THE ADJUSTED-PROFIT
METHODOLOGY

I apply the adjusted-profit methodology directly to the eight equity funds,
aggregating the timers’ trades in each fund, since losses caused by individual
timers are not at issue. The aggregation greatly simplifies the analysis with no
effect on the accuracy of calculated losses to the other shareholders. Exhibit 9
presents a summary of the results of my analysis, explained below, for all ten
funds. Exhibits 10 through 17 contain more detailed quarterly results for each
equity fund.

A. The Investment-period Loss

The investment-period loss includes timer profit plus two adjustments: the
buy adjustment and the subsequent-day adjustment. The buy adjustment is



estimated on each day that security purchases by the PM are attributed to the
timers. It is the profit or loss (net of commissions) earned on the purchased
securities from the time of purchase until 4:00 pm on that same day.

32. If the timers’ funds remain invested for more than one day, the subsequent day
adjustment is calculated as the product of the amount invested and the return
on the non-cash assets of the fund.

33. For the eight equity funds, the total investment-period loss is $122.2 million,
composed of $118.8 million in timer profit, a buy adjustment of $15.3 million,
and a subsequent day adjustment of -$11.9 million (Exhibit 9).

B. The Post-investment-period Loss

34. As noted above, the post-investment-period loss has two components: the
redemption adjustment and the transaction cost adjustment. The redemption
adjustment is equal to the product of the overnight return on the securities
held by the fund — defined as the return from 4:00 pm to 10:00 am — and the
amount of the timers’ assets invested by the PM that become assets of the
other shareholders following the timers’ redemptions. The transaction cost
adjustment is due to the costs incurred as a result of sales of securities that the
PM undertakes in obtaining cash to pay the timer. This adjustment is
calculated as the product of the average percentage transaction costs and the
amount of security sales by the PM attributed to the timer. Transaction costs
are measured for each security transaction as the difference between the
execution price, including commissions, and the volume-weighted average
price for that day. My analysis uses transaction cost estimates from
Abel/Noser Inc. for each of the eight equity funds based on transaction data
provided by Alliance Capital.”'°

10

Abel/Noser Inc. is an independent provider of transaction cost analysis to the investment industry.
In calculating transaction costs, I chose to use VWAP data provided by Abel/Noser based on PM
transaction data obtained from the funds’ custodian, State Street Bank, rather than time stamp or
other data, for a variety of reasons.

First, I was informed by Alliance Capital that it has used VWARP calculations provided by
Abel/Noser to assist the company in measuring portfolio trading costs during the time period
covered by my report.

Second, Alliance Capital did not begin using time stamp data to measure transaction costs until
2004 and even then, it took the company approximately two quarters to consistently produce what
it considered to be accurate results.

Finally, although Alliance Capital did capture time stamp and other transaction information during
the relevant time period, I had some question about the reliability of the time stamp data for the
present purpose, based on prior experience with the larger data set. In that circumstance, the
Alliance data set did not align fully with transaction data maintained by the funds’ custodian, State
Street Bank, which my adjusted profits methodology uses. The State Street Bank PM transaction
data does not include time stamp information.



35.

36.

37.

38.

39.

40.

For the eight equity funds, the total post-investment-period loss is $55.0
million, composed of a redemption adjustment of $40.0 million and
transaction costs adjustment of $15.0 million.

C. Other Adjustments

Because of t+1 accounting, the expenses incurred by the other shareholders
differ from what they would have incurred absent the timers’ activity. As
shown in Exhibit 9, the total net expense adjustment is less than $0.1 million.

D. The Bond Funds

Sufficient pricing data for the holdings of the two bond funds are not available
to utilize the adjusted-profit methodology."' Thus, I apply adjustments to the
bond funds based on those in the equity funds.'? For the two bond funds, total
losses, based on the timers’ profit and adjustments thereto, are $5.6 million.

E. Total Net Losses to the Other Shareholders

For the ten funds, the total losses, netted over the other shareholders and over
all ten funds, before interest, are $182.9 million.

I apply interest to the losses using a risk-free interest rate from the date of the
loss through January 16, 2004, the date on which Alliance Capital deposited
the settlement amount with the U.S. Treasury. That risk-free rate is based on
3-month CD rates during the period. Total interest is $3.6 million.

The total losses including interest, netted over the other sharcholders and over
all ten funds, are $186.4 million as of January 16, 2004.

The two bond funds, Americas Government Income Trust and High Yield, account for 0.9 percent
of timer subscriptions and 4.0 percent of timer profits.

The adjusted profit of the timers in each bond fund is the sum of the unadjusted dilution in the
bond fund, measured by profits, and an estimate for the bond fund’s adjustment. For each bond
fund, this estimate equals the product of the sum of the absolute values of the daily net timer flows
in that fund, and a factor based on adjustments in the eight equity funds. That factor is the sum of
the adjustments in the eight equity funds divided by the sum of the absolute values of the daily net
timer flows in those funds.

10



Technical Appendix
Mathematical Derivation of the Calculation of Losses Resulting from Timer Activity

The adjusted-profit methodology is designed to measure out-of-pocket losses to the other
shareholders from the activities of the timers. Out-of-pocket losses are the difference between
what the other shareholders have in their pockets and what they would have had but for the
timers’ activities.

The analysis below assumes that a timer subscribes to a fund on day 0 and redeems his
shares on day 1. Days are used in the sense of points in time, and the actual number of days
between day 0 and day 1 could be one, or more than one. The portfolio manager (PM) learns of
the redemption in the morning of the day after the redemption, day 2. At that point, the PM can
determine how to fund the timer’s redemption.

To introduce some notation, let A be the assets of the other shareholders in the fund on
day 0. These assets, including cash, earn a return of R; from day 0 to day 1, and an overnight
return of R, from day 1 to the morning of day 2. In my model, I define the overnight return, R,,
as the return from 4:00 pm on day 1 to 10:00 am on day 2.

The timer subscribes in the amount of kA on day 0 and redeems on day 1. Of this
subscription, the PM invests k;A on day 1 and holds k,A as cash, such thatk =k; +k,. The
timer’s invested assets earn a return of Z, from day 0 through day 1, and an overnight return of Z,
from 4:00 pm on day 1 to 10:00 am on day 2. Even though the timer has redeemed at the 4:00
pm NAYV on day 1, this overnight return, Z,, will enter into the loss calculations because the PM
is not aware of, and therefore cannot respond to, the timer’s redemption until the morning of day
2.

The returns earned on both the timer’s and other shareholders’ invested assets from day 0
to day 1 will be referred to as the investment-period returns. The returns on both sets of assets
from 4:00 pm on day 1 to 10:00 am on day 2 will be referred to as the post-investment-period
returns.

The But-for World: No Timer

Absent the timer’s presence, the other shareholders’ assets, A, are worth the following:

Day0: A

Day 1: A(1+R))

Day 2: A(1+R)(1+Ry)

The Actual World: Timer present

The fund’s value at the end of day 1, when the timer redeems is:

A(l+R,)+kA(+Z,)+k,A = A[(+R,)+k,(1+Z,)+k,]



Because the timer’s subscription of kA entitles him to a k/(1+k) share of the fund, the value of the
timer’s redemption is:

ko

o Al1+R,)+k,(1+2Z))+k,]

The total value of the fund on the moring of day 2, after the timer’s redemption, includes the
overnight return on the timer’s invested assets, less the value of the timer’s redemption:

A0+ R+ R+ (142,04 2,)+K,] = = All4R )k, (1+2,) 4K, ]

The other shareholders’ loss is the difference between their assets on day 2 in the but-for
world, A(1+ R;)(1+ R,), and the fund’s value after the timer’s redemption (represented by the
above equation), or:

1+k

Noting that the first term and the first part of the second term sum to zero, one can rearrange the
above equation as:

A(1+R1)(1+R2)—[A[(1+R,)(1+R2)+k1(1+Zl)(1+ZZ)+k2] - LA[(1+R1)+k1(1+zl)+k2

ﬁ All+R,)+k,(1+2)+k,]-Alk, 0+ 2, )1+ 2,)+k,]

Subtracting kA (the value of the timer’s subscription) from the first major term and adding it after
the second major term yields:

[ﬂ% A[(1+R,)+k1(1+Zl)+k2]—kA]—[A[kl(1+Z!)(1+ZZ)+k2]—kA}

The terms within the first large set of brackets represent the timer’s profit: his
redemption minus his initial subscription. This profit depends only on the investment period
returns of the fund, including the return on that portion of the timer’s subscription that the PM
invested. The terms within the second large set of brackets represent the profit that the fund
earned on the timer’s assets between the time of the timer’s subscription and the morning of day
2, when his redemption must be funded. Thus, the other shareholders incur a loss whenever the
timer’s profit exceeds the profit that the fund earns on the timer’s assets.

The above equation can be further rearranged so that each component of the adjusted-
profit model is separately represented. First, expanding the terms in the second set of brackets
yields:

[ﬁ A[(1+Rl)+k1(1+Z1)+k2:|—kA}—[A[kl(1+Z,)(ZZ)+k1(1+Zl)+k2]—(kl+k2)A}

1]



and upon rearranging:

AR 2) )] Az -l A2 ) )

Interpretation

In this form, the other shareholders’ loss can be divided into the components of the
adjusted-profit model.

The terms in the first two sets of brackets are the other shareholders’ investment-period
loss. This loss equals the timer’s profit during the investment period (the first bracket), offset by
any profit earned by the fund on the timer’s assets during the same period (the second bracket).'

The last term in brackets is the profit on the timer’s invested assets after day 1, or the
redemption loss. On day 1, the value of the timer’s invested assets is (k;A (1+Z,)). This value
times Z,, the overnight return on those assets, is the profit that accrues to the other shareholders.
Note that if Z, is negative, the other shareholders’ loss increases. Z, might be negative if the
timer sold in anticipation of a drop in the value of the fund.

Also, note that if the timer’s subscription is not invested (k; = 0), then the timer’s activity
does not cause any additional loss to other shareholders in the post-investment period, even if the
timer redeemed his shares in anticipation of a decline in the fund’s value. The rationale is that the
loss to the other shareholders’ assets would have occurred even if the timer were not present. In
this case, the investment period loss captures the full loss to the other shareholders.

To the above adjusted-profit losses must be added any additional costs that the timers
have imposed upon other shareholders. Such costs would include, for example: transaction
costs, additional management and administrative fees, additional tax liabilities, and reduced
investment performance due to any change in the PM’s investment strategy to accommodate the
timer’s liquidity demands. As described in the text, adjustments were only made for additional
transaction costs and additional management and administrative fees.

' As explained in the body of the report, the profit earned by the fund on the timer’s assets is comprised of
two components: a first day buy adjustment, and a subsequent-day adjustment for holding periods of more
than one day.



Exhibit 1
Total Profit of the Tiniers in the 10 Funds!
Q12001 Q32003

(Dollars)
) 201 ’ 2002 _ 2003 Totsl

Fmd ql o2 ‘3 'L oqQr Q2 Q3 0 QL Q2 To Q12001+ §3 2003

fovericds Government bue o Trast o1 3938 823 91p% 34364 45332 40381 549335 32,1 853N 0 2,116 170

Distiplined Vi Find iR 160 -850 0 -0 0 25907 76,189 46 144290 62858 251735

Growth and bcome Fand B8l es3ss -I4635¢ 20459 5550830 C-706808. LISOZ6S 65820  1FMA9  2p625%5  W9Fe0 11900264

Cirgveth Fand, Agiegm Gisssos 7pss 132031 AR5, 1440 SmPET 12083 7,96 426619 163294 1341957
- High Ve Fimd g 73 383 (43787 1gp1s  -13pR 43055 179887 4THT6 1PTIAG 480 539 2395255
{BEiL- Cap Crovwthi Fnd 13381 W00 1135732 42TSUB LI3TAI -IZASETO 0B235 3236964 662,59 1§81§la 92705 9,363 765
“Premter (howth Fand: Ap95EE. B538d HFLAST AT ll3aTmac 4plegse. ISSTENS loplames  (1pmE3 321928 667318 19,441 P81,
‘Quasar Fand 2 d8se2 5584 5430 al6 1317 Bgls 109484 LBs o -lssis 251269 Hp41
“Swall Cip Valie Fnd 0 D S 0 60 55,103 55990 2840 121360 20210 4B 548
Technob gy Fimd SS141050. 64758080 BSMTEL 575753 - 10J49M3 . 15377p91 118M911 13533M1 2001041 7832903 505,173 76,553 908

AT10 Pids 9P13pE e7iI]ed, -15300305 16873916 10400343, 8pleln 3067ges 33)3¢me  Je3mass ls3mbm 35D 133779 628
-Hote: :

1. Cﬂruhtg’ﬂhymﬂ&hgto‘mﬂqetﬂ'lev_f.i':_‘:ﬁr{‘_‘pdsﬁ.o@s #thie finds onadadly bask ..

~Smm:e:

“Fumd sharcho Metiransuction data and dally Met Asset Valte (MAY) data far the [0 fands proviled by Alliince.



Exhibit 2
Distribution of Daily Fund Returns Realized by the Timers in the 10 Funds

Q12001 Q32003

_ _ Asset-Weightsd - Asset Weighted:  Asset- Weighted Asset- Weighted

Number of Days With. Mean Median Standard Deviation ~  Asset-Weighted Percedt of Days

‘aTimer Balance Daily Retirn DisilyReturn of DailyRetwns  Percert of Dayswith  -withN egative
Fund Exceeding$i D§00031 . (Percert) B (Rerc e‘r@ -(P:er cent) . Mon-Negdive Return Return
Americas Governmeiit Thebme Trust 599 007 .0.14 043 1669 331
Disciplined ¥ alue Fund 242 042 06 151 374 426
Growth and Tncome Fund 688 0i12 000, 130 569 431
Growth Fund 623 0.04 008 164 523 471
High Yield Furid 473 0:07 0:00 020 796 204
Wid Cap Growth Fund 638 014 ‘020" 192 549 45.1
Premisr Gecwth Find 623 007 0.06 1.70 489 511
Quasar Fund 214 0.00 000 145 509 49.1
Sfnall C ap Value Fund 333 016 028 1.49 456 544
Technology Fund 688 023 012 2.44 , 543 458
A1 10 Funds 638 04 g5 198 538 46.2

Note: .

1. This $10,000-threshold exclude s days with a-_de:'mitﬁmus dollar balance.. The threshioldis not epplied inca culating the other statistics because they are asset-weighted. Thete
were 688 irading days duringthe period examined: '

Sowrce: )

Fund shareholder iransaction dataand daily Net Asset Value (NAV). datafor the 10 fundsprovided by Alliance.



Exhibit 3 . __
Subscriptions of the Timers and Other Shareholders in the Technology Fund

Q12001- Q3 2003

Other Shareholders” Subscriptions

Timers' Subscriptions

L iy
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Sousce:

‘Fund shareholdet trahsaction data and daily Net Asset Value (NAV) date provided by Alliance.



Exhibit 4
Subscriptions of the Timers in the 10 Funds
Q12001- Q3 2003

(Doltars).
201 2002 200 Total .

Famd QL Q2 1B Qs Q @ ©. 4. Qi [17) ® Q12001- 03,2003
Ameri as Gorenmert Ficome™ Trst' ) . ) . . o e N . '

Titess' Subscriptians 0 0 0 . 10125770 WASIT 21840 453494000 DSBS 62433272 26550538 6 21937283
Ste of Tota)Subs ciptions 0% 0% 0% 5% e 16% 35% LM% ki 15%. 0% 1%
Discplived Vikie Rand . L v ,

Tiés! Subsaiptions 0 4pd6 0 0 o 0 10000g; 472040 1096300 1000000 2000000 5572386
Shars of Tota15¢hs criptioms 0% 0% 0% 0% 0% 0% T3 b4 6% % B 1%
Tiners' Sibscrptions. 108661617 BAESA® 56980681 MS04107. 340317974 ABARORS. LAROEBL. SSIMBYT 61149877 S5UM38S 4,534,709, 496
Shure of Tom1Subscripionis 5% i 49 i »% 5 i o 0% 2% 0%
Titiers' Sobsaptias’ AMOSELIN: OLIAF0  TMTASIS W0I0M06T 9189 109653 4756017 9092546 76592720 8L7321R 0 SE4EM.3%
Share of Tota15ubs ariptiopis 30% B D% - 0% R X 5% 5% 51%. B 1738 I
“Figh Yel Pmd: ) . - _ o .
Tinems' Subsaptios 0. 1385998 95457 87435 - 209,809 0 BEAT 483312, AT0H9S  BATI0  DATHB3 108:905.404
Shire of Tota15tbs aiptions 0% 3% S A 3 0% To 6% % /8 7% 2%
Mid Cop Crorath Fund : L - L o .

Timers' Subscrptions 5410974 MLos  ALLMEHM. 3122751 IASE BO03TGZS  4SLAASI0F  FMISLAGST  LIGGSS4B H0BNAR 2599395 2856,196340
Shuine of To15tbs criptioms 16% e 61%, $3%% Q% 8% 3 o fzi Y 9% 8%
- Titers! Subscriptians WIAME. IBKIFTSA  SIGEMD-  SMA00IM. LUB3IL365. LOSSMZIM -22BEEHT 280035810 LRITH26 RIS MIZGSS  1LA9THSH
Share of Total5ubs aiptions By 13% B 0% - T . S N | fives % P8 : %
Timers! Subsarptions 0 927,55 FI50%4 314399 l il AL W62 1IGMA968 TRAOIT 40560823 4151481
Share of Tota1Subs aiptions 0% i3 2% %% 0% fu 2 B [ ) 2 % 6% 4% L
Timers! Subiscriptichs 0 0 0 0 0 0 2641 3740622 6518630 01KMT RIMI2 153997043
Shuare of Toth1Stbs cripticnis 0% 0% 0% o 0% 0% by 8 A w7 1% 8% 15%
Tedmobey Farid

Tilers'Subscrptions. G468 60401 1SH3I00L 1883V A6TTATAI  Z0GAGL6TY  2IN44TH LPOMAIL 13224043 - S55448361  Z0MTIS2 IGH07ARSTS

it 27 3 BY 4% 5 LA B3% 8l 847 % 19%, 67

~Timers' Subsciiptins 13BA3BE - 1008501605 233623901 32MBAGILS . 4561056302 SAEVAGL SHLUATNN  GABGHETIT  RSTAOME  2GEEM8  IMIBTS6  HBL5A:SSE
Share of Tota15ubs aiptiome 167 % RGO A% 4% % b3 0% B v, 51%
Soure:

P shotrshio ler trissiction e afhd Gl Wt Asset Vi (NAY) dat foirthe 10fuds provided by Allice.



Exhibit s

Length of Holding Period for Timers” Round Tripsi
Q12001 — Q3 2003
Disttibution-of Round Trip Holding Period Lengths (Percent)

Average Trade.  Nysber Unweighted Dollar-Weighted

_ Total Profit iz ofRound. 1 2 35 >5 L2 35 5
Funid (Dollars) Dollars) Trips Day Days Days Days Day Days Days Days
Ameritas Govetheent' Income Trust’ 2116470 3:118,072 66 30 B 4B 33 8. 20 38
‘Disciplined Vatue Fuid 251,735 678,763 6 w0 17 6 3 0 13 M
Growih and Income Fund 11,900,264 8,903,350 4 £ 0B 12 58 18 18 6
‘Growth Fund 1,341,957 2,255,990 422 42 % 0N 8 42 25 B3 1w
High Yield Fund 2,895,355 2366523 36 300 11 % 12 0 12 76
Mid-Cap Growth Fund 0,363,765 8477498 208 47 B 203 7 43 9. M 4
‘Premier Crowth Fund 19:441,081 6,388,986 1744 45 B 3l 9 58 16 17 9
Quasar Fund 14,041 2,706,044 0 4 W 29 6 57 @7 3
Strall Cap ValueFund 48548 3,849,016 44 8 W 0N 0 64 20 17 0
Technology Fund 76,583,909 8401,036 1899 4 M 7 62 14 15 4
All 10Funds 123779628 7,022,390 5114 46 M 22 9 60 17 17 6
Notes:

1. Aside fromthe totalpmﬁt colutm,all statistics in this table refer to the subset: ofnmerachwty that Tconsider to-bie round trips. Idefine round trips as
‘buys fillowed by sells by a:given timer in the same cldss of the same fund, where the fotal nunberofstiares sold during the: round tip is between 99%
‘and 101% of the total nuirber o fshares purchas ed dunng theround tip. Suc:h mund itips account for g7, 5% of the titmers' dollar tratisaction activity in the

10 funds, and 96.0% ofthe associated prof fits listed in the second: colurmi. Ofthiese round trips, 94.2% ofthetotal ttansactmn dollars involve only one
buy and onesell date. . The remammg 5.8% involve morethan one hujr date andformﬁre than one:sell date

2 Avm'agetrade size is for the buy smle ofthe round 4ip.

-Source:;

Fund shareholder transaction data and daily Net A sset Value (NAV) data for the 10 fands provided by Alliance:



Percentage of Net Assets

Exhibit 6

Daily Technology Fund Cash Leével and Neét Timer Redemptions
-as.a Percentage of Technology Fund Net Assets.

Ql 2001 -0Q3 2003
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‘Exhibit 7

Quarterly Averages of Daily Fund Cash Level and Net Timer Redemptions

‘as.aPercentage of Fund Net Assetsl?
Q12001 —Q3 2003

Lo o o Average
2001 02 2003 Q1 2001-
Find . Average Daily: Q1 Q Q3 94 _q 0 o] o QL Q2 3 032003
Arwierices Government -~ Fund Cash Level 152 147 D4 103 32 183 153 137 113
ITncome Trust “TinerNet Redenptions’ 001 oor o8t 0p4 003 004 002 - 001
Disciplined Vale Fund Fund Cash Level. 8‘.?5. 826 619 960 1042 583 033 L® 216 155 557 602
TioerNet Rederptions - - - 000 - S - 0oL 00t 00 001 000
CGrowth and Incone Fund  Fund Cash Isvel 663 629 555 454 480 212 1700 2% 1% 237 23 364
‘TimerNetRedemptions 002 DOl 00L 002 002 005 012 0% 020 014 00 009
Growth Furid ‘Fund Cash Level 160 024 020 032 004 003 010 034 G0 02 017 035
TiverNet Rederptions 007 006 004 003 000 000 003 007 006 006 OO 004
High Yiéld Fund Fimd Cash Level 008 006 0M0 014 002 002 002 00 004 005 016 0.06
TimerNetRedenptins - 000 000 000 000 000 001 001 OMt 006 Ol 003
Mid-CapGowth Fand  Fund Gash Level 350 356 393 235 1% 2500 152 107 0B 063 0T 198
TieerNetRedemptions 001 0000 019 068 105 143 114 (0% 04 027 006 056
Preisr Growth Fund ‘Fund Cash Level 141 125 064 195 D47 D62 103 1L 0% LI8 036 102
TuoerNet Rederptions- 002 002 006 Q11 013 014 03 0% 032 017 004 018
‘Quasar Fund. Fund Cash Level 165 329 061 260 166 114 136 2 294 245 242 205
TimerNet Redemptions- 000 0000 000 0000 ©DOO 000 001 037 0% 011 018 011
Smal Cap Value Fund Fund Cash Level 121 7200 791 70 429 4% S04 612 485 6.56
Time+ Net Redetrtions - - - oot 02 02 003 009 005
Technobgy Fund Fund Cash Level 1053 86 940 637 610 658 558 S8 3% 315 204 6.12
TimerNet Redenptions.  0.11 011 038 045 069 095 083 091 071 028 002 050

Hotes!

1. Avenge daly find cash levelis cakulated as the Quarterlyaverage of the dmlyf'und cash divided by netassets: Avetage daily tinstnet rederptions ate calgubted as
the quarterly: aversge of the fitners' daily net ledemptlons dwldedbynet assets.

2.-For average: daﬂymdemptwns 000 indizates that there wer net mdempﬁnns ine: glven qualter but average. dmlynet rederrqotons weteless than 0,005 percent ofthe

fund's net-assets. Quarters with no firer netredemptmns ate- demgnatedby

Sadmes:

Fund cash and netassets data provided by Brown Brothes Haniman & Co, the Bankof, ‘Newr York, and State Stwet Bank,
Fund shareholdertmnsactmn date.and Net Asset Value (NAV) data’ pravﬂed by Alhance



Exhibit 8

Regression of the Portfolio Manager’s Transactions on Prior Day’s Shareholder Flows!2
Technology Fund
Q1 2001 — Q3 2003

2001 2002 2003
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 2001 2002 2003 2001-2003

Independent Variables

Constant 0.001 0.000 0.000 0.000 -0.002 -0.001 ~0.001 -0.001 ~0.001 * 0.000 -0.001 0.000 -0.001 * 0.000 0.000 *

Shareholder Flows (-1) 0.043 0.075 0.045 0.019 -0.011 -0.006 0602  0872% 0943  0838* 0082 0.026 0350 % 0909 % | 0398 *

& 0.008 0.025 0.054 0.040 0.004 0.004 0.603 0.854 0.932 0.761 0.008 0.011 0.415 0.847 0419

Observations 61 63 59 64 60 64 64 64 61 63 64 247 252 183 687
Notes:
1. The table presents the of the Portfolio M r's

in the regression model are deflated by net assets. Newey-West HAC-robust standard deviations and covariances are used.

2. Coefficients in Red (*) are significant at 5%.

Sources:

Portfolio Manager's transaction data and fund net assets data provided by State Street Bank.
Fund shareholder transaction data and Net Asset Value (NAV) data provided by Alliance.

on a constant, I-day lagged Shareholder Flows, and a MA(1) component. For brevity, the MA(1) estimates are not reported in the table. All variables




Exhibit 9

Total .Adjus'ted?Proﬁt of the Timers

1. Calrulted by mrking to marketthe tirers' pos kims i the finds on o dailybasts.

All 10 Funds
Q12001 Q32003
(Do]lars)
Fmestment:-Period Loss Post: Emestment- Period 1655
Thadfusted ‘ o ,
- Dilutior. Sibsequent. Transactibn Adjusted
Blsasured by Dy md&m cosg Epense . Adjasted Rofi.'wift
Drofi! Buy Adjostwremit _ Sdfuctweet - Total p.ﬂ shrent | Add toert . Totil. Sdjustivers: Dreifi: Tritere st
Dis¢plned Ak Ruid 251735 97 2571 8.7 L3316 285" 5081 W 358 39
Crowth and o Fmid. 11900264 19@0333, 4312215 $968.807" 1507 p03: 59723 276,726 4157 1149271 11353340
Chowth Fimd 141,957 “9I84I. 129599 355817 1486800 $HAPIY 2141440 1315 smgan 5916,31
- Cap Groveth Find - 9363765 2L 281575 11 253,501 23163413 Tedsec 2905771 9578 14,168949 1448201
Prenwr Crowth Rand 1841081 13453205 (6544 953 -1 O VL ST 11930183 14342 AT 42758564
Quasar Fand 14941 94P10 - 14872 317 132305 TH57 136962 632 W37 HE46
‘Sl Bip Vabe Amd +428.548 130389 130993 158,166’ 8pme ;598 391 10 -H14% - M3061
) Technob g Rand 76 933008 64338 4801073 68AI63N. 285371 132652067 _ 35798077 48008 104472305 | 106339205
Eptym Total 1igJe8204 BP0Fm. T -1180B00 1}I79374 s0pOB{M3.  1spasjee’  SSPIE0 78936 177720407 190788531
B Rind " s '
Beverites: Goverzevent Tac omme: Trust: 216,170 3304257 2,534 260
. Hish Vield R, 2905255 _ 3096007 3132.205
BandFnd Triad LSPLLES ) 500264 5 556,054
ATLIS R’ uam;jimg' 1520770 -1‘1379@0 12T ’ AT 43 15,0(151_78;!3" ‘ 5501350 73936 102872408 186,445,185
“Notes:

2, The expense. a.djusmm a.ccoums fonhe mra]leﬁ'ectofﬂmt.m:s' uuv:tyonupensespaﬂbyoﬂmrshuﬂmomrs Because ‘iver acuﬁycmbd&ncmase mddecnease ©penses ivoume d by other shareholers , the
netexperise adiustmenit canbe eiherposiive or négative.

3. The dterest calouhtion based onthree storth CD rates. For each day, e obtai & dadly refimifor the frée-momth CD (phrthe bask of 360 days ) and estivate 4 cmmbtive factor ¢ qualto the ookt ire retum fromthat
dayto Ty 16, 2004, To obtain the adidsted moﬁwi‘h iterd stforagvm dav wem:lph'thatdav’s cummikitine factotr'w that, da\fs adustedpmﬁ

4. The- adjus:edpmﬁofeadmbomdﬁmds the sumofﬂmzmdy:steddﬂammthz bmdfund e ssured by profit and m. esumt.e ofthz 'oondfund‘s a.dpsnmm For eachbondfl.md Ahis estivete equa.'s the product of
thie suriof the shs olnte vahues of the da:'brnetmufbws nﬂw.ﬁmd mdafa;tmbasedmadpsmms Athe egl'mqu.tym&s That fartbr is the sumofthe adjastrents nr.he eight equiy fimds diwided by the sunof

the. shisolite valies of the daily het thrsr ks tithose fimds,

Sourte’s :

“Fund shmhnl‘]zrmms action data md Net Asset Valie: (NAV) dateprovide d by Allisnce,
and stk tialni bace H1S:

‘ ezest Tutes forthiret-trordh CDs fromithie Taderdl Rice: e b
Plftransaction dataprovided by Stite Sreet Bak: )
Secn:nr.)'pnc &5 from CRSPand TAQ:

Trinsaction (o5ts fmmAbe_l}bsu"



Exhibit 10
Total Adjusted Profit of the Timers

‘Disciplined Value Fund
Q12001 —Q32003
(Dollars)
201 . .l 306
oL Q@ 03 TR 02 o 0l @ 03

mm Period Los: s

Thadisted Dibaticn Measured by Bioft” -] 850 28907 76189 486 M0 528%

By Adjustrisnt. <2 754 3661 a8 Lew isen

Stibse quant Dy & djustment 4 %87 . 0w 83m0 o7 1381 443e
Total 16 "3 <22,665 350 540 0L 12639
Pogit-Tovestmend:Peciod Loss - . . »

e dimptich Adjiettient 103 6t 317 9,118 -49)

Travcoction Coste Adjistierit 2 2243
Total ’ 168 ' 6084 BT 5118 2293
Bepanse AFuskai o 0 @ 26 8 B »
Afusted ProfivLoss a1 15 D6 0gEe S5M 0 WIm 1490
Titerest ! 5 370 135 20 s 8.
Afiusied Profit il Niierest” 17 151 BOE 9773 S BB 15057
‘Hotas:

L Caku.‘m dbymm:’mgm marbetthe tmez\s posirms m.‘m fmdena du'grhasxs

2:The e:pense adjasmm accmmtsfm' the wenneﬁ“e:t utfthe tiets! a.ciwty me;pensespulbyother slmehnhers Becmsetmu' Actirky can ‘bothiciease and dacrease expenses hrumed)
shmhbldm thezist expense adpsunem tanbé eﬂmrposhre arnsgative.

3. The n*c.erest cakubition ¥ basedmt‘me oyt : CDrates, Foreack duy, we obtait a daikrretum forthis threésmonfh CD (dnthe basi of 300 days Jind estinate 3 cummbitive factor equnlm the
nmmﬁnmthat dayto. Ianuuy 16,2004.To o'btamthe ndpste dprofiviih nterestfora g:renduy we mmpyﬂm.duy‘s cumukitivs facmrbythn duy'sadjaste dpmfi

Sources: |

Fimd shiarhoHer tansaction dammdl&tAsseﬂhhm tN&V) mWﬂedbyAl‘mmce
Tuterd st tute s for thrde-month CDs mzhe Fedira 1 Fas oty Bouﬂsm:sn:nlreiease HIS.
mmumdmmwﬂedbysme Streer Banki,

Se cmiypures from. CRSPand TAQ.

Trans action costs from Abel Noser.



Extiibit 11

Total Adjusted?Proﬁt of the Timers

1 C&uhdhymaﬂmgtom.ﬁoetﬂm tiers' posmoms nﬂteﬂmdonadniybass

2, Thie e3pence ad_y:sunmt m:camﬁsfocmm o\rmllﬁectof thid tiners' actiFity on xpenses pnﬂbyothershmhoﬂers Because tiler activ iy canbothi ¥icreas e and decreast experises incumre dby other
shareholdears. e nitevpense adjustmert canbe etherposiire cregutire;

3.The menstcnkuhtmx'basedmﬂfne “mopth: CD e Foreadh dny e obtaina dailyretamfor the three-mowth CD (cr thiebask' of 360 days )and estimate a cumalatire factorequal to the cumakitire

rmn:nfmn that dayto Taviairy 16 :nm To ohta:mhe adyxst.edpmuftwnhmerestfon Zoen day,we mul.plgﬂm. dny‘s o.nnum.ue factorbyrthat duys adjisted profi.

Smmc es:

Fand sharehoter mmutmdnmmd NetAsset%lm (AW dnnpmvﬂedby A‘.Ilmv:e
'Mstmesfwﬂuee -mippdh CDsfmmthz Federi) Reseive Bom‘l stmsn:alrekase H1S.
,FMm\sammdm.nmﬂedbyStm Street Barlk.,

Securty prices fom CRSPadeAQ
Transactivi costs from Abel Moser.

Growth and Income Fund
Q12001 —Q3 2003
{Dollars)
2001 2009 2003 Total

01 @ [oc3 o3 -1 @ o gL i} (03 12001 (32003
Wwesnent:Period Los s
umdmdmmmasmﬁdwm:‘ 60861 485356 14633 2046960 SE593 V06806 LIN36O. 658300 1700 26038 909,760 11,900,264
Buy-Adjastmerit Wiy d43% 1% s 237506 913pIS 7 6647 52650 50080 Li61 1,900,838
Suibsequent Dy A djactment 63030 842% defar 1a06m. o 251311 3ased. 434100 4304 287605 31430 -4912.215
Total ; W51 3I6IA C1IAER (8R TERME 45818 LS00 2207608 -12R.66- 28940 506919 3,003 887
RBost-Fvesimerd-Period Loss e I . i e v
e dempticei Adjustmate. 0960 IMisy 1B07 39699 88 5760 4576 31B5 - AWAT BL 1607 003
Transaction Costs Adustist 363337146 1128 1891 BMs 79091 62800 854 B 3748 _ 5073
Tolal, 450 1903300 TIM3G 4160 WeY 7338 907385 6919 LN 71050 2,176,726
Brpense ARustient” 3376 360 521 o A8 170 3374 Jixis 418 615 4,157
AFusted Profit/Loss /O3] SERA1P A|ASY 1270202 866372 S13%- LIM2W- 32087660 -LAS1P12 2908I00 668585 1L149771
‘Wierest ‘23365 20975 9853 ALTM- 2201 12762 30003 57385 “Taoed 2190 -3308 M3.569
mammm# 412718 58302 2B 1311636 GBS ISHPBST LEB2E 32661N- 1MSHF 1930090 67LE8 1133340
"Motes:



-Exhibit 12
Total Adjusted Profit of the: Timers:

1 Caku.htzd'bymuﬂmgmmmm timers! posmms nﬂmﬂmﬂonat‘hl}?htss

"%, The ixgensé adjustment dgc guits for this overallefféct of the tiners' activity on éxperises paﬂbyoﬁm‘slmeholiers Bécansée. HinaT actiTy can both ficréase and decrense e:penses sume dby other
shireholders; et erpense adfustmert caribe eihuposi:re Trhegatire;

3.The memstcnkuhm:sbasedmt}ne -morthCD Ttes ; For each day; we obtaina daily rebiun for thie three-mondh CDiforihie bask of 360 days)and estimate aicummlative factorequatto the cummnbitire

m:umfmmﬂm day 1o Taiaary 1, mm . To obti thi ad}xsr.edproﬁwmh mmstfou giren d«y.we mulpkthm. dw\s clmulmre fmbytmt day's adiisted profk,

Sonmces:

“RAmd shmhbﬁa'msummdnmmﬂ. NetAsseﬂhlm (NAT) dmpmwmdby Allance.,
‘h'mstmesfm:ﬂn'ee “xpith, CDsfmmtha Fe demlRe;eme Board sm.nralrehase H1S5.
.mmmdmmvﬂadby&m Street Bazl,

Securtyprices fom CRSPand TAQ,,
Tramsactivin costs foom Abel Hoser:

Growth Fund
Q12001 —Q3 2003
(Dollars)
2001 . 2003 2003 Total
QL Q@ e o gl m 0% 4 QL @ @B Qlaool- (303

,lmsinmt !mdl.ws

U djisted Dibation Meastred by Proﬁ Unagm LISESH TR0 LaAR Y- TI U L S L vt s R 1 R ) R v 1341957

‘Bay Adjistpent 2108 afe® 10LZRS IMST B AP eR7 607480 492160 490 : 018430

Stibsequerit Dy A djistm et 2077916 .SI9872 4@6  6WEW 2061 25268 MOJ09.  6s7es . ise36 A% 16147 1,205,008
Tolsl: 655086 001200 226137 43I 631 6780, MDF5E S0 2350 208,763 1816 3,35 487
Post-Fevesionernd-Period Loss . i o . . N .

Redemption Adjusthert; 570 10043 TSIST 23eU.  6ER 19 IRL0l C1sLads BM2 GBI WIS 1625820

Transactin Costs Adisstient 2603 45105 @405 1% 0 Q707560705 Bgay e80T 18371 454610
Tobal 951306 213148 1|6TS 3@ 68 19 Wssf6 2860 470 BME 84T 214140
Erpens ¢ Austinent 2 AW 3% -1 316 -5 1 41 BT 7 A 1315
A§usted Brofil/Lus s LOGT  LIS3H®:  -e7p8s  7o4Im S04 69 CSOSTS0 1D2R04 WFT I BIR 560842
nberést sses S73L 3075 %95 16 167 1044 15st 1541 3p6 im 6078
Austed Profi vifh Interest T4 LIA700 S01607 BALMST 58I IUMY 60534 104X6T BB MOpR B8R 5916331
‘Notes:



‘Exhibit 13
Total Adjusted Profit of the Timers
Mid-Cap Growth Fund
Q12001 -Q3 2003

1 Cakulge dhymm'lmgtom:dmﬁm tmw:s posmoms nﬂmﬁmﬂonadaiyhass
‘2, The e3perisé adpsunmt ace giits For thie of em]lm‘ecr. of thi fiers’ nct.uny O expenses pnﬂhyothushm&oliu‘s Becwse tmrm.wty canbioth & Hicréas ¢ and decreas @ e:penses Toumre dby other

sharehiolders, fhenet spense adjusmmcmﬁe eiharposi.re crriegative;

(Dollars)
;2001 2002 ‘2003 o Tetal

QL o B o g o I o oL ] B .QLa00k- (32003
.mm&rmdlus .
mndmdDhmMeasdeMt ‘R3p2l aESIo; LIBATHC A7SNET CLIAB LMl $BaBs. 3ame6r.  tmm0- IeAle 3006 9,363,765
‘Bay. Adjstiat Lrgeh.  sam- cmus 4mel 3RS o3Als il Wl Bl sl el Py R
Subsequinit Duy A djostment 55631 3l43s  34LWG  7as@ o I690® 216X S07I0 :9054ss . -MOOST. IMI0E0 64740 BLETS
Telal: 95855 121%  <457365 483L072 1A0OME -LISLST. LEBL3T 045  MRHML 56515 34R6X 11,2501
Post-Fesiment-Period Loss . ) s . L ) . ]
R demption Adjusmere A41% LeR CAMIBl 3ML®E 44dR ;0g6l. 60025 C3SM60E-  3WPSY. TP RIS ‘2816815
Tratisactioon Costs Adustient 1545 %3763 onom 6705 10247 1738 136d7 2039 270 2 893%
Tatal 1565 178 2AmA 368l 46LIB  BLIG @32 372sk I8 IMET LB 2905771
Baese Afustnat” 6 1 $B Lot 457 3lsb 4716 979 85 47 % 9578
AFusted Profit/Les s BOISE  L0M6.  -IBLIGH | S19559 CALSIN 0173050 2480303 340L6SY LRSS LT 3BEL 1,109
Terest 3791 G563 cTM3 LIS STeny  orar’  4TIS sLsse 10,111 508 218 313051
Austed Profi vith berest 63943 CLL008 A191405 SIGRLLT 2208941 3RS ABIN0 RAB/AT  LBAGT GRBE 38R0 452001
“Hotes:

3. The'ntetest ¢ akubitioer s base d onthwee-morth CD rtes: Forvuch day. we obtadua dulymbmfuthz threé-mordhi €D (orithie bask of 300 duys)and estimate & cunimbatire factor equalto the omukitive

ety from: that dayto Tenary 16, 2004 . To olmnthe ndjmdpmﬁwnhmmstfon giren diy, we; mulplyﬂw. dny"s amuktire fncmrrbythu days adjisted profi.

Sources:

Fund- skmhnlier tmx\sactnmdnmm }&t).sseﬂfme (NAW dm.npww ﬂzdby Annnce
'.Irmwestmesion}mee “hipeith CDsfmunt'm Fe dmlReseme Board sm.stralrehnse ms
,Pmmmdmwﬂedby&m Street, Bk

Securkyrices fiom CRSPand TAQ.
Transactoncosts from AbslToser.,



‘Exhibit 14
Total Adjusted Profit of the Timers

Premier Growth Fund
Q12001 Q32003
(Dollars)
2001 _ . a0 2003 Total

s} 02 03 0% 1 02 03 04 01 g2 Q3 012001032003
imsﬁmlil'modl.oss .
Thadusmd])ﬂm:mMeasm'edBYkoﬁﬁ Ap9SSE SHB2 ATNAN SN0 G1mTAR ABLIH BsWeB PSS GLIA®E  3AWam 6731 19441081
‘Byy Adjstemixt L5okgss MESI6 1014W 19J80 393, 1PLIP3S. 457063 15@346 490,91 B33 10778 3558105
Sibs equent Day Sdjishrent. Lp3a3as  118pel 1288 234 W16 1515 . 52000 3305272 35 6544 863
Total 1150093 110068 350708 346815 4320 SMAB 1Al saSl9m.  -@4M1 A MY DI/
Posi-Tmes trivend-Period Los s '
‘Redimptin Adjistere TITA0  GI3M3 3B/HGH 21004 LS4 1963930 ISESSL  22M1W LlSFE 4R RO 1318541
Trarisactim Costs Adjisnment 68583 6673 ag®  m6Ws. . 18NS 1555660 10980 ssm 28,36 251N 63581 611242
Total 48517 0T 265905 196416 44 NASIE 2RI 2064 1B TR 56050 11930188
Expense Aistnent” a® ®s 13w a%e.. A0 ism gm  10j@ 2605 63 ‘88 14542
Adjusied Profit/Los s 1799830 1069273 -326513 571379 4524 27026 A2BPB 0SB W38 WP GET60 4198407
Wnderest 17151 53619 10555 186404 I3 6aJ8L 34067 175568 3m0 4140 3393 274 490
mpﬁmﬁimmsf 191698 1121802 3385690 5E90R3 #3s djes 28PN WIMBL WEMTF 683425 0453 42759 56
Notes:

1: t:alcuhtedbymuimgto wmarket the tewrs' posiine duthe fd oha daﬂy'bas:s

2. The espense ad]:smmaccomﬂs for the wemneﬁ'ett ot'the tirers acmty on e:pensespud‘by othar sharehio Mers . Because: tmeracuuiy can'both dicease and decreas & expenses ncume d by other

shareholitts the mte:pense adjistment :anheetherposime ornegative.

3. The rd:msr. ca]cuhtnms based o thiree vonth (D retes. R each day,we obtan EY daﬂ_rmmmfomhe t.'hmee Honth € (mthz basis oﬁm dgysyand estivate & camiktie factorequaltothé cmmbtin

retam freonthat day to .Tammy 16.2004: To obt:m the: adjusted pmftwﬂm nterestfor agmn day mltplyihiat day's ciminilativd factor byﬂfmtda)‘s ad_psted profi:

Sources:: .

Fuand sharehoﬁexm;s a:mndm and Het: Asset Vahe (mwdm pmw.dedby Aliance.
Taterestrates for threepnrith CDs. fromthe’ FedmlR.es ervré Board: st,msucamhase HIS:
PMtransacmn dmpm*niedby Sate-Greet Bk

Securityprive s from CRSPand TAQ,

“Trasaction costs o Abe I Moser,



‘Exhibit 15
Total Adjusted: Proﬁt 0f the Timers

2001 . 2002 2003 Total
Q Q- 153 1, o1 o NS ) ¢ o g1 Q@ 1 Q12001 (32003
iimstnmt !u:lmll.ws
kadiisted Dmnmmeasmdw nmft 421 265820 -5084 5430 -116 317 B8 -10948¢ #EB5. i@ 25129 14041
By Adjustmeit B 9.9 5 3 s SApI08T 2340 @433 4661 15M %4010
Subsequerit. Day. A djostm et BT 10413 1566 125 138 5485 g4l . 16g93 18041 130034 104872
Tolak: ) 42l 28HIC 500 386 n D WS 10368 656 BES  12es 3199
Rost-Fves inend-Period Loss A . ) . . »
Redemption Adjustment. 2570 0 2 Fix! S (R Iger 2160 17450 B2305
‘Trahisactin Costs Adiastient 0. a7 637 [ -0 21 4165 L 752 40 1631 7657
Tokal, _ [i o 3208 o 2 -515 0 34T 1B ROw 19081 139562
Frpens ¢ ARustrierd 0 2 0 1 0 0 8 247 4 317 41 632
- Ad§usied Brofit/Los s 421 28510 L8 3t 14 9. Bm9: -l B 617 142451 43,773
Tnberest: . ] L5 65 1z g 0 270 24 251 4 875 233
Afusted Pt valh Ferest’ 447 300380 CLgMT -3®L. 4] 9 1B3SYT -1as BA3. ML B3P 16046
“Hotes:

L Caku.'ﬁte d'tfymaﬂmgtomﬂmtm mers' posmms nthzﬁmdonndnfvbasx

3. The eypebse ad}:smmt a::cmrctsforthe wmneﬁectof Th tiners' act ity omexpenses paﬂb‘yothzrsmmrmlie:s Bécause tmermty canboth créas e anddacmnse e:penses cure dby other
shirehioldas, Benst expense adjus!mm cinbee ilm-posi.ve OThegRtie:

3.The nm:estcakum ¥ base d authies-motth CD rates . For éach dny we obtaia dmlgmnmfarthe thred:manthi CD {onthiehask of 360 days)and estimate a cumalative fictor e qualto the cumihtire
m:umm ﬂm duyto Iarmuy 16, 2004 To obmnthe adpmdpmfiwnhmmstfwa giren day.we mulpbrﬂm. dny’s cmnu.hure factm'bythm. dny‘s nﬂ].isf.edpwt't

Souwces:

Fund. shm:hol'ler tramsaction Gats md Net .Assetw:e {HAY) dmwuhdby Allwce .
’Irm;t.mesfon}ne “mhovfh | CDsfmmﬂm FedmlReseme Board stmsu:alrehse H1S.
.mmm&mwﬂedw&m Street Barke,

Securkypri s fom | CRSPdeAQ

Trahs actbiv'costs from AbelFos ar.



‘Exhibit 16
Total ‘-Adjlis’ted?'PI"éI't of the Timers

1: c&mawmmgmmm tiners' posmms nthzﬁmdonndnmbns:s

2. The ypense a.dpsmmt nccm.mtsfotme ovenlleffectofthg tiers' activity ocnexpmses pnﬂ'byoﬂwrslm&oliets Because tiner actimiy can both #icréase and decreas’ eypenses noume d by other
sharcholders, e net expense adfustmert canba ¢ ﬂm‘posi:n'e orregutive:

3.The mensr.cnkum.\m:s'basedmﬂu‘ee <moedh CDm; For & ach dyy, we: obtaina dawmmfw‘!he thresmopdhl CD {omi thia basis of 360days ) and estimate 2 cummlitive fmeqmlm the tumnbitire

renmﬁomﬂm. dayto Tarddary 1o, 2304; To obmnhe ud}xst.edpmﬁ.wnh msr.fon giren duy.wt mulplgﬂm.d&y's cumuhure fuctorby that day's adpstedpmﬁ

Soumces:

P sharshoRer irasaction data wnd et Ass e Velue (1A V) dninprov ided by Alance .
'hmstm.esfw&n'ee muiprith: C D from, thie Beé dmlReseme Boud stmst.talre]ease HIS.

.memumdmmvﬂedbysme Street Bavk

Securiy prices from, CRSPuniTAQ
Trahsaction costs from AbelFoser.

Smuall Cap Value Fund.
Q1 200 1- QS 2003
(Dollars)
2001: . 2002 2003 Total
01 [/} L0 0.5 g1 o SN s 5 o Q1 jar} i3 ‘12001 (B 2003

- Tves et Pariod Log s .

Unndusted Dibation Measired by met 650, S5I03 -S9%00 28400 AlAe gl 4858

Buy Adjstment . 386 AT BB 52793 1067 49459 130389

Subsequent Day 4 djostm it 3al. AL eRATE . 66353 2650 284 3903
Total T8 ML B/ -65M5 -lREB 25825 115,166
Rost-Feves tmexd-Period Loss o ) o ] )

Fedemption Adjustmire, BB -39S 314 931 817 -83.098

Transaction Costs Adhisthent: TG, Los0 2462 5108
Total. AIBL assls G133 9315 BRI 3391
Eepanse Afustment” L 8 s 6 1 » 120
Adusted Profi/Tis s 55 48918 1649 196570 IR 2,952 H1H76
Tuberest: 1 002 6. L3 740 80 -1,585
ARusted Profi vifh Kerest’ LR <1 S 1 CRI ¢::F: X R DX -2572 43051
"Notes:






Exhibit 17
Total Adjusted Profit of the Timers

1. Cakubte d'trymaﬂmgtommm t.mers posmms nﬂmﬁmdonarhiwhass
. 2.The ayperise adjastment dte outs for this | wmnqﬁectof ‘thi tilers’ acti ity o experises paﬂb}roﬂw:smmw]dm Ber.nuse tiner actin iy can both hirrease anid decreasé e:penses Hcume dby other
shareholders, fenet epense adjustmext canbe eherposkire orregative:
3.The menestcakuhm i based onthree-morth:CD rtes :Forsack dry, we obtain a duilrretum for thi three -mowth CD (orithie basis of 360 duys)and estimate a cuninilatire factorequalts the cumulitive
Tetim fromy that duyto Tainary ! 16, 2)04 To obitain the a.dystzdpmﬁwnhmemstfon goen day, we mulpkﬂmdw‘s tumuhme Tactorby that dn)“s adjusted profi.

“Soimces:

Rmd sharsholer mxsa.ctm:dnmmﬂ. Net Assetvme tN&’i?} dmmwﬁedby - Allimce .
‘hmstmzsfwﬂme “Tigridh. | CDsfmmtm Fe dmlReseme Boud sm.stralnhse 1{15
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