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FINAL PLAN OF DISTRIBUTION

A. INTRODUCTION

1. Background And Purpose Of The Plan

1.1  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 of 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 1V, 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.

1.2 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 OnJanuary 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 Asdescribed below:

@) 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.

1.4 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

Order at Section Ill. 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.”



1.4.2

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
(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”).

15 The Fair Fund Assets
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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 111 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

3 The ten Alliance Funds are: AllianceBernstein Growth Fund: AllianceBernstein

Growth and Income Fund; AllianceBernstein High Yield Fund; AllianceBernstein
(cont’d)



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 111.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), in
coordination with the IDC, will 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

(cont’d)
Americas Gov’t Income Trust (AB North American Gov’t Income Trust prior to Mar
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
(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).



also shall be within the IDC’s discretion, including but not limited
to the reasonability of efforts to render data machine-readable.

2. The IDC’s Assessment Of Investor Losses

2.1

2.2

2.3

2.4

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 VValue 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. Allocation Principles

3.1

3.2

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:

3.2.1

3.2.2

3.2.3

3.24

3.25

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.

3.3  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.

3.4 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

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

calculation is intended to estimate fairly the impaired value that each
Potentially Eligible Recipient has experienced.

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: (a) “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.

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

3.5.2 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

(cont’d)



3.5.3 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.

3.6 Finalizing The Allocations

3.6.1 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”).

3.6.2 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.

3.6.3 No notice of the results of the Provisional Allocation will be
provided to any Potentially Eligible Recipient except as noted at

(cont’d)
and repeat the above calculation. This process continues until the total dollars to be
distributed equals the sum of the tentative payments.

10



3.7

3.8

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.
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.

3.7.4 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

11



Accounts determined on or after the Calculation Cut-Off Date to be in
escheatment will be remitted to the Final Settlement Account.

C. DISTRIBUTION OF THE ALLOCATED AMOUNTS

4. General Distribution Procedures

4.1

4.2

4.3

Rust Consulting, Inc. (“Rust”) will serve as the 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 In coordination with 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.

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.

4.2.2 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.

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.

12



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
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.

4.4.1 Inthe 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.

4.4.2 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.

4.4.3 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:

4.5.1 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.

4.5.2 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.

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

13



4.6

4.7

4.8

453

45.4

4.5.2.2 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
considered commercially reasonable in the discretion of
IDC.

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

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.

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:

48.1

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.

14



4.9

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
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

4.9.2

4.9.3

49.4

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.

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.

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.

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.

15



4.10

411

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.

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

5.2

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.

Network Level Accounts.

5.2.1 Asto 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
5.2.1.2.h.

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:
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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
distribution has been made within 90 calendar days
after the Calculation Cut-Off Date);® 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.

5.2.1.3 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
(@) 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,

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

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.
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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 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

C. 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.

d. 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.

5.2.1.4 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)
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53.1

5.3.2

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,
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”).

5.3.1.2 If the 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 | 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
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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.

5.3.2.1 With respect to eligible Retirement Plans that are entitled to
Final Allocations of $1,000 or more (“Eligible Retirement
Plans™):

a.

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.

5.3.2.2 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
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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.

b. 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.

5.3.3 Inview of, among other things, alternative distribution
methodologies available to Eligible Retirement Plans, including
those set forth above, Eligible Retirement Plans will not be
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5.4

5.5

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
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 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.

5.5.2 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.

5.5.3 Allocation to Tier One Accounts shall be made as follows:

5.5.3.1 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
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Accounts will be paid their proportionate shares of the
Final Allocation, to be supplemented, from the Reserve
Amount, as available.

5.5.3.2 If the 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.

5.5.4 Omnibus Custodian Elections. Calculation and distribution of
settlement payments to Tier One Accounts will occur as follows:

5.5.4.1 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

5.5.4.2 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;® or

5.5.4.3 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

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



participate, the settlement account otherwise distributed to
that Fund Account shall be remitted to the Gross-Up
Account.

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,’
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

5.5.5.3 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

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

5.5.6 If a Custodian elects 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.

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

6. The Final Distribution

6.1

6.2

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 by the Fund
Administrator in coordination with the IDC. The Commission Secretary
shall issue a distribution order pursuant to Rule 1101(b)(6) on receipt of
the Payee List.
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6.2.1

6.2.2

6.2.3

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

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.

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

7. Fair Fund Asset Protection

7.1

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; ()
upon transfer from BPD, funds will be held in an Escrow Account,
separate from Bank assets and described below at Section 9.3, until
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
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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
A.M. 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, lllinois
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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7.2.2

7.2.3

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 ldentification 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;

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

7.2.3.3 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
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8.

7.2.3.6 Total mailing pieces are compared to batch totals to
confirm that all checks have been prepared for mailing, and
postal receipts are maintained and archived to confirm that
all printed checks were mailed.

Payments By Other Respondents

8.1

8.2

8.3

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).

8.2.3 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.
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9.

Tax Provisions

9.1

9.2

9.3

The Fair Fund constitutes a Qualified Settlement Fund (“QSF”) under
Section 468B(g) of the Internal Revenue Code, 26 U.S.C. 8468B(g), and
related regulations, 26 C.F.R. §81.468B-1 through 1.468B-5.

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.

9.3.2 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
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9.3.3

934

9.35

9.3.6

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.

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, 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.

The Bank has 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. No cost 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.
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10. Post-Distribution Issues

10.1

10.2

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
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. Limitations of Liability

111

The IDC and the Fund Administrator, and/or each of their designees,
agents and assigns, 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
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
representation to or an indemnification of the IDC or the Fund
Administrator or their designees, agents and assigns, nor should this
paragraph preclude the Commission or the QSF from seeking 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.
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12. Amendment to Plan

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

Submitted on: @’mj / 5” A 200Y By: % @M f; c Eﬁ-,...g.——

Marshall E. Blume,
IDC for Alliance Capital Management, L.P.
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Exhibit A

REPORT OF MARSHALL E. BLUME ON MARKET TIMING LOSSES

INTRODUCTION

1. 1 am the Howard Butcher Il1 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, | 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 1V, 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
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

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.



used to compensate such losses. Under the methodology discussed below, |
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.”

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 | have
developed to calculate losses to the other shareholders. In describing and
illustrating the calculation of losses, at times | 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 Il of this report describes my methodology. Section Il 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, | 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
determining these losses, | 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

This loss 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.



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

c. If the 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

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.



the return on his invested assets 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. Atimer’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. | 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.

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 | 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
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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.

In addition to the adjustments described above, | 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

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.

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

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
Government Income until some point during fiscal year ending November 30, 2002, and Quasar
became Small Cap Growth after November, 2003.
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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 NAV 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
until day t+2 that the NAV reflects trading activity that occurred during day
t+1.

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

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

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.
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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.

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.

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.

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

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
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, | have

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.
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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

| 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

| 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.

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.

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

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.**°

35. 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

36. 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

37. Sufficient pricing data for the holdings of the two bond funds are not available
to utilize the adjusted-profit methodology.™* Thus, | 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.

10

11

12

Abel/Noser Inc. is an independent provider of transaction cost analysis to the investment industry.
In calculating transaction costs, | 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 VWAP 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, | 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.

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



E. Total Net Losses to the Other Shareholders

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

39. 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.

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

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, Ry,
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 that k = 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:

Day 0: A

Day 1. A(1+Ry)

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

The Actual World: Timer present

The fund’s value at the end of day 1, when the timer redeems is:
Al+R,)+kA@L+Z)+k,A = All+R,)+k,(1+2Z,)+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:



K
Tk Al1+R,)+k,(1+2Z,)+k,]

The total value of the fund on the morning 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:

All+R,)1+R,)+k,(1+2Z,)1+Z,)+k,] - ﬁ Al1+R,)+k,(1+Z,)+k,]

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

Al+R, )1+ RZ)—[A[(1+ R )1+R,)+k,(1+Z,)1+2Z,)+k,] - ﬁ Al1+R,)+k,1+2,)+ kz]}

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

ﬁ AlL+R,)+k @ +2,)+k,]-Alk,0+Z, Y1 +2Z,)+k,]
+

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

{ﬁ All+R,)+k,(1+2,)+ kz]—kA}—{A[kl(1+ Z,)1+2,)+ kz]—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+R)+k (1+ zl)+k2]—kA}{A[kl(1+ Z,)(Z,)+ K (14 Z,) +k, | = (K + k) A }

and upon rearranging:



[ﬁ A[(1+ R1)+ k1(1+ Zl)‘l' kz]_ kA} - [klAzl]_ [klA(1+ Zl)(ZZ)]

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.

L 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.



Exhihit 1
Total Profit of the Timers in the 10 Funds!
Q12001 -Q3 2003

{Dollars)

201 202 2003 Total
Fmd 01 2 03 04 Q1 Q2 03 4 ql Q2 3 Q12001- Q3 2003
Awvericas Crovrerpavert Bucome Tmst 912 IER 823 0105 -34. 364 45332 468 281 S48 T35 331,781 253 732 n 2,116 170
Lk ciplined Wahie Fimd 1] -6 350 1] 1] 1] -5 007 6,189 -4 56 144 200 62 pos 251735
CGrovrth and Rucome Fmd 60,261 485356 (146354 246080 555093 TO6R02 L1360 6582000 17 A0 262525 000 760 11900 264
CGrovrth Fand 71477 1162504 TEOp4E 14203 2854 -14 480 ST G4T 120833 17,180 426 610 163 204 1341957
High Vi ld Fimd 1] T3 383 43,707 18013 -1583 LEAEN] 1oy 473076 16T 420 30 2805 255
hid-Cap Grovwth Fimd -1333:21 24500 -1135733 4275114 L13726%  -1745379 QR3S 3236964 GERY 1AB1ALR WET05 D363 765
Premier Grovwth Find -2 195 5635 55382 4711457 34157W S1EETM 0 4819784 155TTAIE 1001246 ST 32792 667 318 19441 031
Quasar Find -421 2% 582 -3 fgd 5430 -116 1317 lBaE -109 454 MRS -l48 162 9] 26 14041
Small Cap Valie Fimd 1] i} 1] 1] 1] 650 55103 -55.990 284 530 -131 3o -20E10 435 545
Techno b gy Firud 5141030 GATSE0S  -BSIRT61 5FATSEE 1014343 15277091 11862911 12532621 000441 FEED AR 605 173 76555 203
AL10 Fipads SplEEEn 2711183 -15300325  LGETIONG 023014 212172 IDATIAAS I3 134200 12357 455 18333872 351047 123,770 528
Mot :

1. Calmlsted by rrathking to rratket the tiners'posiions ithe fonds ona daflybask .

Sonrce

Fimd shareho Hertransaction data and daibe Het Aecet Valne (HAW) data for the 10funds provided by S ldrce .



Exhibit 2
Distribution of Daily Fund Returns Realized by the Timers in the 10 Funds
Q12001 -Q3 2003

Agset-Weighted  Asset-Weighted Aazet-Weighte d Aaset-Weighted
Humber of Days With Ilean Median Standard Deviation Agset-Weighted Petcett of Days
aTimer Balance Draly Return Daly Return of Drally Beturtis Percent of Days with with M egative

Fund Excesding$10,000? (P erc e (Percent) (P ercent) M o1 e gative Return Return
Americas Goverten et Income Trust 598 0.ao7 014 043 B6.9 331
Disciplined ¥ alue Fund 242 0.1z 0.la 1.51 574 416
Growth and Income Fund 628 0.1z n.an 1.50 569 431
Growth Fund 623 n0.o4 naog 1.64 523 47.7
High Yield Fund 475 0.o7 0.an 0.z0 798 204
Ilid Cap Growth Fund BEE 0.14 0.z0 192 549 451
Premier Growth Fund 628 0.aov -0.06 1.70 489 511
Quasar Fund 214 0.0 0.ao 1 .45 5089 49 1
Small Cap Value Fund 333 -0.16 028 1 .49 45 6 544
Technol ogy Fund 688 0.23 01z 244 4.2 4358
A11 10 Funds 628 0.14 0as 198 538 46 .2
Mote:

1. This $10,000 threshold exclude s days with a de mirimus dollar balance. The ttresholdis not applied in caleulating the other statistics bec ause they are asset-weighted. There
were 825 trading days duringthe period examined

Sowrce:

Fund shatrehol der transaction data and daily Net Asset Value (MAV) data for the 10 finds provdded by Alliatice.
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Exhibit 3
Subscriptions of the Timers and Other Shareholders in the Technology Fund
Q12001 - Q3 2003

Other Bhareholders' Bubscrptions
E Timers' Subscriptions
T D 7 ____________________________________________________________
.................................................... 7-.-.-.-. R B S B S T S S S s S s S s S a e R s i aae
7
P < N N - - B 7 _____________________________________
\ 7
Faebomade L o e e e e e 7 ____________________________________________________________________________
7
. N
N\ N
7 §
I BN \77Z/HN 7 BN WS/ BB WSS NN NN SN ———
Y | N
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Q3
2001 2002 2003
Source:

Fund shateholder transaction data and daily Net Asset Value (NA V) data provided by Alliance.



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

(Dollars)
a0l 2002 AE Tatal

Fmd 0l 02 55 04 0l 2 85 04 Q1 2 [t Q12001- Q5 2008
Aimeri as Gorerrmert Fcome Toost

Timer' Subsoptions 1] ] 0 01257 W M517 aLpsz 430 45340400 WN0ETE G21433272 255058 1] A10ITAEH

Share of Tot ]S aiptions 0% 0% 0% 5% o 165 35 3 i 15%: 14 115
T ciplined Walne Fumd

Tiners' Subsoptios 1] 4044 0 1] 1] 1] Lo 4720 1056300 Lonno0 2000000 55725586

Share of Tom]5dbe: aprions [ 0 0% [ iy i e it i it 2 I
Cioaeth arvd Bwcome Rmnd

Timer' Subsoptions 102 561517 G 56,000 521 L5880 4504107 41T GEAZDGS  140E02033] SMSERENT aNL 140077 05054325 A 5400406

Share of Tot]5dbe aptions S 4% 43 o 10 el ST e e e 1 e
Ot Fmd

Tiners' Subsaptions 256114 1913700 114,755 343 01010685 G159 193 653 4760178 AAZAE 7655170 aL7IL1s 1] ik R

Share of Tom]5dbe: aiptions e B ey 188 0 1 455 [ 5T S [y s
Hizh ¥eld Amd

Timer' Subsoptions o Lazanog 005 457 oRTAIS PR 1] IEeAT 123312 AT N0 BATM 10 IR 10205404

Share of T ot l5be ciptions Lir) i) i 1 i i T {55 s L 17 1
Ifid Cap Chomth Rond

Timers' Subsaptions 5419074 195 111796 670 354122751 619 120656 B00376, 348 451625107 IM25L465 1266554 50 RAMER A5 MR 05 256196340

Share of Toml5dbe: aptions 165 e 6l e 2 a5 T ey oo a5 e TER
Premier Gromth Amd

Timer' Subsoptions 2914440 185177507 5100574 060 R 0R L LIEZFLEAS  LD3SME 1M 22E00E  28RE5E 16 L3 rmaiden  FTRTASam W13IRT5S 11250714 514

Share of Tot ]S aiptions 1% K57 - A% S5% [t T el T S o S5
Quas ar Bmd

Timers' Subsaptions 1] T 555 715074 314399 454 0 el e 546452 116,947 0 3EA4T017 40 560523 24151481

Share of Toml5dbe: aptions [ i i 1 0 i 165 2T ey [ 4 i
Small Cap Wake Fimd

Timerx' Subsoptions 1] ] ] 1] 1] 1] 2aE4001 T 492 G5,135,630 10,155,147 354012 Lizaarndgs

Share of Tot ]S aiptions 0% [ 0% 1 (14 18 i L 475 15%: i 155
Tedhmologzy Fmd

TinerE' Subsoptioes G0 A4S SOAIMI0] 1534360201 1 AEERa TR LETTATELLS  30GARI6 T 219014470 1960014401 12240 045 555448361 0T 152 16,407 858576
e of Tofn 13 oiption: AT e [ G4 e e a3 Al b e Frye 13 [ifye
AT10 Pands

Timer' Subsoptions LAEA454  L0RHLG05 2336283501 3288416115 451056352 S22 43l SALLMTOE  G3E0469T7  ZMRT4E0dd4E 2250004508 M 555,56 6215435495

Share of Tot ]S aptions 165 165 I 1455 M i TI o T S 2 SI%
Sonmre:

Fimd shareholder ke ction data amd dadky Mt Secet Wakne (FA) data forthe 106xds prowided bey ATtmrce.



Exhibit 5
Length of Holding Period for Timers’ Round Trips!

Q12001 — Q3 2003

Diztribution of Round Trip Holding Period Lengths (Percent)

Awerage Trade Murrib er Unweight ed Dollar-Weighted

Total Profit Size of Round 1 235 =5 1 2 35 =5
Fund (Dollars) (Dollars) Trips Day Day: Days Days Day Days Days Days
Arnericas Govemtrent Income Trust 2,116,170 3,118,072 fif 30 8 24 20 33 8 20 30
Dizciplined Value Fund 251,735 678,763 f 17 0 17 67 13 0 13 ™
Growth and Income Fund 11,000 264 8,003,850 408 43 1 22 12 S8 18 1& i
Growth Fund 1,341 957 2,255,000 422 42 24 B 42 15 PE; 10
High Yield Fund 2,805,255 2,366,523 36 3 0 1 i 12 0 12 7
Wid-Cap Growth Fund 0,363,765 8477 408 208 47 1 23 7 43 10 4 4
Presrier Growth Fund 19 441 081 6,388,086 1,744 45 15 21 o 58 16 17 9
(uasar Fund 14,041 2,706,044 105 46 10 20 é 57 14 f 3
Srrall Cap VahieFund 478 548 3,540 016 40 %0 23 0 64 20 17 0
Technology Fund 76,883,000 84091,036 1,800 48 M 21 7 67 14 15 4
Al 10 Funds 123,770 fi2d 7,022,390 5114 46 M 22 o a0 17 17 é
Motes:

1. Aside frorthe total profit column, all statistics in this table refer to the subset of timeractivity that [ consider to beround trips. Idefineround trips as
buys followed by zells by a given timerin the same clazs of the same fund, where the total number ofshares sold dunng the round trp is between P¥G
and 101% of the total nutrher of shares purchased duning theround trip. Such round trips account for 97 5% of the titmers' dollar transaction activity in the
10 funds,and 96.0% ofthe assodated profits listed in the second column. Ofthese round tips, ™ .2% of thetotal transaction dollars involve only one
buy and one sell date. The remaining 5. 5% involve morethan onebuy dateand/ormore than one sell date.

2 Averagetrade size is for the buy side of the round trip.

Souce:

Fund shareholder transaction data and daily Met A zset Value(MNAW) data for the 10 fands prowided by Alliance.



Percentage of Net Assets

Exhibit 6
Daily Technology Fund Cash Level and Net Timer Redemptions
as a Percentage of Technology Fund Net Assets

558 Q12001 - Q3 2003
' —— Daily Fund Cash Lewvel
—— Daily Tuner Redemptions
PR oo e e e T T T B T T T T D T B T T T D D S T T B T S T e T T T T T
TS s T T S T T T T R T S S e T T T T S T TR
o e e o R R R S R S R R S S S T T R R R R R R S S S R S TR S

_____ Y- d 10 T J - N R < |

e AL

012001 042001 072001 10/2001  01/2002  O4i2002 072002 1072002 0172003 04/2003 072003
Sources:
Fund cash and net assets data provided by State Street Bank
Fund shareholder transaction data and MNet Asset Walue (NAW) data ptovided by Alliance.
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Exhibit 7
Quarterly Averages of Daily Fund Cash Level and Net Timer Redemptions
as a Percentage of Fund Net Assets!:?
Q12001 - Q3 2003

byerage
2001 202 Q03 Q1 2m1-
Fund Lverage Daily: Q1 Q2 Q23 Q4 Q1 a L] 4 1 Q2 L] 03 2003
Arericas Covernment Fund Cash Level 1.52 1.47 0.41 103 312 193 152 137 113
Income Trust TinerMet Redenmptions 0ot 0.m 001 o4 0. 004 002 = 0.0
Digciplined Vale Fund Fund Cash Level a5 220 6,19 Qa0 10.42 583 K] 1 218 7.55 5.57 6.02
TiverMet Redermptons - - 0.00 - - - - 0.0 0.0 0.0m 00m 0.0
Crowth and Incomwe Fund ~ Fund Cash Levwel 603 629 555 454 490 212 1 . 1.52 237 239 364
Tiner Met Rederptions 002 0o 0.0t 0oz 0oz 005 niz2 0.3z 0 0.14 00z 009
Crowth Fund Fund Cash Level 161 024 0.70 032 0.04 0oz nin 0.34 0.04 022 017 035
Tiner Met Rederptions ooz 006 0.04 no3 0.00 n.on nn3 n.or 004 0.06 (it} 004
Hizh Tield Fund Fund Cash Level 0.0e 006 0.10 014 002 n.onz2 nnz2 n.om 0.0d 005 016 0.06
TinerMet Redemptions - oo 0.00 non 0.00 n.on oot 0.0l 011 0.06 o1 003
Wlid-Cap Growth Fund Fund Cash Level 3.50 356 303 235 1264 250 152 1.m 0z 043 0 192
Tiner Het Redenptons 0.m 000 019 nez 105 1.43 114 .24 0.4 027 0.06 0.56
Pre rrie r Growth Fund Fund Cash Level 141 125 0.a4 195 0.47 0.62 103 1.4 0.8 11z 036 102
TierMet Redermptions 002 0oz 0.06 ni1 0.13 014 036 0.5 0.3 0.17 0.04 0.1%
Cuasar Fund Fund Cash Level 165 329 0.1 260 1.an 1.14 136 23 254 245 243 205
Tiver Met Redermptons 0.00 000 0.00 non 0.00 n.on oot 0.7 0.5 011 01% 011
Smal Cap Value Fund Fund Cash Level 11.21 720 7.0 10 429 4.9 514 6.12 425 f.56
Tiner Met Rederptions < . - é oot 0.1z 0.z 003 009 005
TechnobgyFund Fund Cash Level 10.53 240 Q.40 A37 6.10 6.58 558 518 393 315 204 6.12
TinerMet Redemptions 011 o1 03z 045 049 095 03 0.9l 07 028 002 0.50

HMatea:

1. Awvemge daly fand cash level is cabnlated as the quarterly average of the daily fand cash dirided by net assets. Lverage daihy timernet redenptions are caleukited as
the quanerby average of the timers’ dally net mdemptions dorided by netassets.
2. For average daly mderptions, 000 indicates that there wee net rederptions ina given guaner, but average daily ret redemptions were less than 0005 percent of the

fund's net assets. Cuarters with no tireer net rede mptions are designated by -

Soures:

Fund cash and net assets data provided by Brown Brothes Harriman & Co, the BankofNew Vork, and State Stieet Bank
Fund shareholder transaction data and et fsget Value (MA V) data provided by Alliance.



Regression of the Portfolio Manager’s Transactions on Prior Day’s Shareholder Flows!2

Exhibit 8

Technology Fund
Q12001 - Q3 2003

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

Independent\yariables

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 *

Shareholderg-lows((-1) 0.043 0.075 0.045 0.019 -0.011 -0.006 0.602* 0.872* 0943* 0.838* 0.082 0.026 0.350* 0.909 * | 0.398 *

R 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 0.419

Observations 61 63 59 64 60 64 64 64 61 63 64 247 252 188 687
Notes:

1. The table presents the estimates of a regression of the Portfolio Manager's transactions on a constant, 1-day lagged Shareholder Flows, and a MA(1) component. For brevity, the MA(1) estimates are not reported in the table. All variables
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.




Exhibit 9
Total Adjusted Profit of the Timers

All 10 Funds
Q12001 - Q3 2003
(Dollars)
e simemt Period Loss Pist Emestrent Period Lis s
Thadjosted
Dilution b e querd Transaction Adjusted
Dleammed e Day Fedenption Cacte Epense Adfusted Frofiwith
Drufi Buy Adjstrent  _ Adjusorers Total Adjnctmers _Adjastrers Total Adpstrent’ Trofi Btere st
Eopurty Funds
Diisc ipred ke Fimd 251735 87 29721 8.7 2376 275 5161 'Y 355 39
Crovrth and B one Fnd 11900264 15053 4912715 4965557 1607 03 560723 217,726 4137 1UMeF7l 11393340
Deovrth Flmd 1195 T 1295 199 3 555,487 L6586 520 434519 2141440 1315 5 £RE242 5916521
Mid-Cap Coevrth Fimd 0 363,765 2171411 281 75 1153501 2816 415 9 356 2905771 DfTE Ml6e949 1482000
Tremsier Crowth Fmd 19441051 3 f53,105 GRS 29 95043 1131841 61142 11930183 14342 S1F40T 4375850
(s 4 Famd 14041 94010 1% p72 31m 132305 Tp5T 130 962 63 W3IT 6046
Gl Cap Vel Fimd 428548 1038 e yers -158 166 830 598 491 150 1476 -M3p61
Teckmob zy Fand 6 553909 64335 J4p010T3 e el 22532871 13265006 35798057 48005 _ 104472395 106339204
Equity Funds Total 115 765204 15 @077 1m0 13 1795 40pOIAT L5POSZEE SSPLSAE0 7893 1Pale0 1309531
Bond Fund
Dyvericas Gomrenrarert B otve Toist 2116170 2504257 2534 3650
Hich VieH Fimd 2595255 3 ps 07 3122295
BodFnd Tt 511425 5 FO0254 5 56 5t
AT 10 Fundk 15 J1953 15207 BN S e R e 40pO3PHE L5POSPEE SSPLSAE0 78936 LEpTAAG 13 Msla
Huotes :

1. Calmibited T rremdiig to marhet the tivers' posdiones 3 the funds ona daibebasis .

2. The expetce adiustvent acc omits forthe omerall effe ot of the tirvers' activigy ob expense £ paid bee other shareholders. Because tiver activigy ¢ ot both bumease and deaease expence s duomme by other sharehold ers | the
et experse ad pstrent canbe eiherpocire or negateme .

3. The iterest caloibition & based onthoee prorih Corates. For each daywe obitad a dady rebmn for the threerroedh CTripnthe bask of 360 days yand estivote o commbitie facbor equalto the comm b fre et fromthat
dayto Bemane 16 2008, To obtad the adiisted profi with dtere stforageren day e nubip b that day's ommibiteee factorbor that day's adisted profi.

4, The adpaste dprofi of each bord fimed & the amvof the unadpaste d dibdion othe bord fimed pre asred by profit and anestivate of the bond fand's ad pstvert. For eachbonhd fimd thie estivate equak the product of
the sumof the abe olte wabies of the da il ret tiver fnare i that find avd & factorbase d on adjusorerts fthee e dghe e quiny fimds . That factor & the swmof the ad jicorents i the eight equinefimd s divdde At the smmof
the ahcolrte wralie ¢ of the dadly net tirer fhoers htho se fimds .

Sonmces:

Fand shareholertrane action: data and Fet Leset Walne (HAW data prowide d bee STharce.
Tterect rates for three-anonth CDs frommthe Feders] Fecerve Board statkticalrebace H1S.
PhItrancaction dataprowided bor State Sreet Bl

S omriby pric es fromm CRSF and TAD.

Traneaction costs fromm Abel Ho cer.



Exhibit 10
Total Adjusted Profit of the Timers

Disciplined Value Fund
Q12001 -0Q3 2003
(Dollars)
201 a0 200
Q @ e 4 Q Q2 i i Q @ Q2

Troves drert-Fedod Los s

Thadjicted D:]i.ﬂ.inml\'[eas'mdbvr-mﬁl -0 -B50 - 25,907 76,180 -4 14,200 L0

Eury Adjictment -2 T L) ik L2 -5871

Subse quert Dy A djistment 4% =7 400 gsaan H I 2 44500
Total 16 £ Rk -330 -5.40 10,41 12520
Fost-Fovestnent-Feriod Toss

Bedemption, Ad jastmerd ik -6/ -317 9,118 -430

Trarwsaction Costs Adjoctmerd 42 74
Total ik -6/ - 9,118 2295
Eu'm-t!\seﬂ.»\iu.lsinuu'ﬂ'z 0 0 - a6 a JE] ]
Adnusted FrofitLoss -17 W5 LT -HH3E -5514 1172 14590
Frober et -1 5 = J155 ] 116 a7
Adnasted Erofot vith httuts -17 151 -G RN =55 L= 15057
Hotes:

1. Cakubte d by markdiz to market the timers' pos dicre #uthe fmd ora dadky basis.

2. The expense adpstment acc onmds for fhe omem Leffect of the timers' actiriy on experse s paid by other sharebolders. B s e timer actiry can both b ase and deck ase eperces dunmred]
sharehuolders, the net epene e ad justmert canbe eiberposiire or e gatdre .

3. The miterest cakubtion & base d onthre e-merdh, CD mates. For each day, we obtathoa dadbrretim for the thre e-morcth, CD (oputhe bas & of 360 days Jand estimate a ommoalbtare factor equalto fhe
Tebm fiom that day to Taoary 16, 2004 . To obtadn the adjaste d profit with dderest for 2 giren day, we moaliplythat day's oxmoltare factor ber that duy's adjaste dprofi.

Soarces:

Fimd sharhoder tineaction data and Fet fe cot Vahoe (HAW) data prowided by Al e.
Tritere st rate s for thoe e-morith Chrs from the FederalRes enre Boatd staticticalrelease H15.
I trams action data promide d bey State Street Batb.

Se iy prices from CRAP and TAD.

Trame action costs from Shel Hoser.



Exhibit 11

Total Adjusted Profit of the Timers
Growth and Income Fund

Q12001 — Q3 2003

(Dollars)
2001 2002 2003 Total
o1 07 & M Q1 [0/] [NE} N3 Q1 7] = QL2001 - OF M0

Trvesinend-Fedod Los s

Thadjsted Dhaion Measimed ber Imﬁ.' G086l 485356 (1463 204650 S5500G -TOAE08  LIWGA9  A5EL000 1700 2462525 Q09,760 11,900 24

By Adjos tmert 171237 24350 123 1285 237 506 Q13475 7.7 55647 52550 520 e 1441 1580 55

Subequert Doy A djastmert 63030 =L | 1 ) - 251211 43534 434110 4120 227 675 Ry 1] 4012215
Tolal 05127 FWIAT 115612 253,50 76843 458178 LSM7A0 2290408 -128500 2304 030 506,919 2,000 87
Fost-Fovestnend- Feriod Loss

Fe demption Adpistmerd UL 13154 1E107 3961 FAREES 578 159,716 844576 REZLT ] M AT el Lao7 G

Transaction Costs Adjistment 24633 37146 11253 13,911 2745 o007 10,49 G0 44 554 =700 T4 53733
Total Q4602 191330 1M.360 41560 o5 257 73316 130 365 207385 Gole 1752 FLom 2176736
Ecwnsemmmq -7 360 =521 om o] -170 571 ) 624 413 g15 4,157
Adnusted ProfitLos s |35 SEAIT 23451 12T0am a66.372 B3 L7214 3amTee -1251012 0 290810 G533, 505 1L142.771
Toberest 23305 20975 Q852 417 3201 12762 vl ] 57385 -13 %34 2190 3303 M3.569
x'l»\ill.i-'lnenllmcli1.\:iml'cim\est3 412712 SR MR3E 131L906 280,573 4086 LME204G 326415 -1243007 293000 GTLER 11,395 340
Hotes:

1. Cakwbte d bey markdnz to marhet the timers' positdone & the fimd o darbask

2. The expence adpstment acc omds forthe omer Detfe of of the timers' actwrity oh epenses paid by otbwer sharsholders. Becanse timer actiriey cat both kcreas e and decreas e expences iomme d by other
shareholders, the net expetice adjustmert canbe edherpociire orrnegatire.

3. The interest cakubtion & based orthres meorith CD mtes . For each duy, =e obtada dadbrrebmn forthe three-meordh CD (o the bask of 360 days ) and estimate a cumoalatare factor e qualto the cmuktire

et from that dayto Taozary 16, 2004, To obtad the adjosted profi mith ditere st for 2 giren day, we mubply that days omouabtire fackor by that days adjosted profi.

Soamces:

Fmd shareholer tansaction data mnd Het fes et Wakne (FAW) data prov ided by ATrce .
Fiters st mite s for thres -morth CDs from the Fe dermlReserve Board statitical el ase H15.

P trams actior, data prowided tey State Street Barvde.

Senmibypries fiom CREPand TALD.
Trms actioh costs from Abel Hoser.



Exhibit 12
Total Adjusted Profit of the Timers

Growth Fund
Q12001 — Q3 2003
(Dollars)
2001 200 203 Total
o1 07 & M u} | [0/] [NE} N3 Q1 7] = Q13001 - 0F 005

Tvesirnerd-FPerdod Los s

TEwdpsted Daboior Bleasmed ey Imfi.l -L714778 Llassd  -TE00d48 L4203 184 <1440 SBAT 120335 17,190 426 /519 L 1341957

Bury Adjostmerd 21943 202558 101235 38,50 ol 402 a7 307 G740 48 216 -4 00 915430

Subequert Dy A dpctmend AT -SA08Td A5L6M 633 6 -] 25408 - 140,700 k] 16et S -3 B -lE1ATe 1005 000
Total 95035 Q0120 -226157 431177 651 675 440 555 S0E05 152 359 2T 1816 3,595 487
Fuost-Fovestnerd-Feriod Loss

Bz demption Adpistmert aaTH LEa 04z 75181 234002 -6.852 112 Ll 161245 et SBT3 1115 LA s

Trareaction Costs Adjastment 2505 45,105 o495 137 452 1} 7075 G705 =7 [ 15371 457 619
Total Q5130 214148 133,675 I600 -6.852 112 145576 22885 47470 =146 B53F 2141440
Ecvmseﬂushmdq 287 -1 376 -1= 516 -5 119 41 -B57 T 430 1315
Adusted BrofitLos 5 LT L115E® -grpes T -5, GR0E S957500 L0049 1M 303 435,916 mre 5,605 242
Tober est 1056066 57361 -3 075 2605 - 163 167 10644 1o64 11 3096 170 2158079
m'mamﬂmmf Lr12435  LIFAT0 -00,160 S2L085 -5872 T 63 L04ATE 181052 440012 28052 5,916 321
Hotes:

1. Cakwbte d bey markdnz to marhet the timers' positdone & the fimd o darbask

2. The expence adpstment acc omds forthe omer Detfe of of the timers' actwrity oh epenses paid by otbwer sharsholders. Becanse timer actiriey cat both kcreas e and decreas e expences iomme d by other
shareholders, the net expetice adjustmert canbe edherpociire orrnegatire.

3. The interest cakubtion & based orthres meorith CD mtes . For each duy, =e obtada dadbrrebmn forthe three-meordh CD (o the bask of 360 days ) and estimate a cumoalatare factor e qualto the cmuktire

et from that dayto Taozary 16, 2004, To obtad the adjosted profi mith ditere st for 2 giren day, we mubply that days omouabtire fackor by that days adjosted profi.

Soamces:

Fmd shareholer tansaction data mnd Het fes et Wakne (FAW) data prov ided by ATrce .
Fiters st mite s for thres -morth CDs from the Fe dermlReserve Board statitical el ase H15.

P trams actior, data prowided tey State Street Barvde.

Senmibypries fiom CREPand TALD.
Trms actioh costs from Abel Hoser.



Exhibit 13

Total Adjusted Profit of the Timers
Mid-Cap Growth Fund

Q12001 — Q3 2003

(Dollars)
2001 2002 2003 Total
o1 07 & M Q1 [0/] [NE} N3 Q1 7] = QL2001 - OF M0

Trvesinend-Fedod Los s

Thadjsted Dhaion Measimed ber Imﬁ.' -123ga 24900 -L135732 4275118 L1728 -L745379 RS 32300 G200 1481512 30005 0,363,765

By Adjos tmert TGS S52M 3EAEM 0 485411 385,516 Erp BT L2312 2787 14 301 751 L6l 2171411

Subequert Doy A djastmert 55631 21436 34130 TAA 168 160 Dl60 GOTT0 305486 SM0057  -1.04) (20 - T40 -1 575
Tolal -T5855 Al31ss 457365 483L072 Lag0sds  -LISLSeF  LEEL3L7 3024 ] 516,515 43027 11,295,501
Fost-Fovestnend- Feriod Loss

Fe demption Adpistmerd 14152 Les2  2MEl 34L% 144472 20861 635,735 357604 3la)06g 71575 0075 2816415

Transaction Costs Adjistment L1545 ] 3793 0,053 16,705 10247 17 5ag 13,647 2038 2,70 55 WIS
Total 15687 i Mo 3625 4611708 LR 653 362 371351 32,102 T74 675 40,13 2905771
Ecwnsemmmq & 1 £ L9 857 3134 4,716 o 35 HT a6 Q578
Adnusted ProfitLos s 60,152 -l0446 19414 5195557 215128 -B17305 Z480RS ZA0LGo4 1027 566 1736 383510 14,165 40
Toberest 5791 562 -T2 17150 57572 2 1347 47 515 SL554 10111 ] 215 33051
x'l»\ill.i-'lnenllmcli1.\:iml'cim\est3 G343 Sl 191406 5367107 2208841 MRS5S LETOI0 345247 137 677 G497 154 385004 14,452,001
Hotes:

1. Cakwbte d bey markdnz to marhet the timers' positdone & the fimd o darbask
2. The expence adpstment acc omds forthe omer Detfe of of the timers' actwrity oh epenses paid by otbwer sharsholders. Becanse timer actiriey cat both kcreas e and decreas e expences iomme d by other

shareholders, the net expetice adjustmert canbe edherpociire orrnegatire.

3. The interest cakubtion & based orthres meorith CD mtes . For each duy, =e obtada dadbrrebmn forthe three-meordh CD (o the bask of 360 days ) and estimate a cumoalatare factor e qualto the cmuktire

et from that dayto Taozary 16, 2004, To obtad the adjosted profi mith ditere st for 2 giren day, we mubply that days omouabtire fackor by that days adjosted profi.

Soamces:

Fmd shareholer tansaction data mnd Het fes et Wakne (FAW) data prov ided by ATrce .
Fiters st mite s for thres -morth CDs from the Fe dermlReserve Board statitical el ase H15.

P trams actior, data prowided tey State Street Barvde.

Senmibypries fiom CREPand TALD.
Trms actioh costs from Abel Hoser.



Exhibit 14
Total Adjusted Profit of the Timers

Premier Grovwih Fund
Q12001 — Q3 2003
(Dollars)
2001 2002 003 Total
)} [u)] ] o4 ) [u)] (WK} 04 71 02 3 Q1 2001 - 03 2003

Tnoves trnent- Paciod Loss

Thiadpaste d Dikttion Measiured by Profi.l -2 095 563 525382 4711457 3415790 S1EETMI 4319 7M 15S5TAE D12 A4S -lmraEas £ k] 657 318 19 441031

By Adjistrert 15M 280 MeME 101470 129189 0T LRI 45T PES 156 p46 400,591 4533 10,779 353,105

bz equent D SAdpstrerd 1653376 1181 1283034 16 17E0515  F7Ea03] 3355334 1917764 SSa000 -3 305371 85583 G244 86
Total LISLPSS  LI9006s 3520705 346375 4380 SMITE O 1RATE1NE §2510m 654 02 -TifEs 42,122 20050 143
Post-Tes trvend- Period Los 5

Fe denption. & djashrent FITIN -13TEE 0 IMAS 200054 J15254 1900 2582551 2m2 1M 1,115 778 462171 120051 11318941

Trats action Costs Adjastrent MBAE -I06ATI -ERFH -I6 508 112 508 155 566 1M 23 S5 218,136 25171 301 611242
Total 642517 (120407 265905 1964 L6 4254 2IMSIE ATTSI 22005644 1333 914 721341 -56.050 11930 163
Expense mimmf m 338 133 138 100 1573 ) 10708 2805 i3 e 14 542
Adjusted FrofibLes s 170A830 L6073 3265136 5713270 45434 2FN026E 212W|POE 10 5EITS 02318 40 286 a7 060 41334 P73
Tnber est 117 151 52619 -10.555 196404 103 62181 387 P67 175 568 3520 4140 3393 274 490
mmnmmm:f 1216982 1121892 3385090 Sp99nms 40328 272444 21HAM0E0 1072 p42 6147 055 426 ) 453 43 750 504
Hotes

1. Caloabted b rrarong to rrordet the tirers' pos done i the fimd ona dadtrback .

2. The expets e adpstvent aoconris for the overall effe ct of the tivers' activiy or expens e 5 padd by other shareho Bers . Becaase thver activiy: can both e ase ard decress e expense s houme d by other
shateholders the netepense adisorent canbe e dher pos dive ornegative .

3. The dderest cakubtion k based on thre e trorih Crrates | For each dayare obtad a daily rebomforthe thres rromih CD (on the basic of 360 dorsiand estivate a cormbtie factor equalto the ommlatee
et fromh that day to JTavozary 16,2004 . To obtak the adpsted profiwih ftere st for 4 gEren day e pnbtphethat day's omnlatie factor by that day's adpeted profi.

Soarces:

FimAd chareho Her trane action data and Het fecet Valne (M40 dats provide d by ATiance .
Tterest rates for three-smorith Chs fromthe FederalRec erre Board staticticalrekace H15
PR trane action data prowided by Jrate Sme ot Bands

Security price £ fropm CRESP and TA .

Trams action ¢ osts from Abe 1 Mo ser.



Exhibit 15
Total Adjusted Profit of the Timers
Quasar Fund
Q12001 -0Q3 2003

(Dollars)
2001 2002 2003 Total
o1 07 & N Q1 [0/] [NE] n.] Q1 iy} [uE] Q12001 - OF 2005

Trvesinend-Fedod Los s

Thadjsted Dhaion Measimed ber Imfi.l 421 28562 -5,084 5430 -116 -1317 lBa2e 109404 -M RS -143,162 251260 4 M1

By Adjos tmert 1= 5,749 -1 K] 1] -10,10% -2440 0% 433 45,191 Lo 4010

Subequert Doy A djastmert -z 10415 -L 566 15 L 5485 2241 - 16200 12141 eI 104 573
Tolal 421 28476 5,020 3,803 12 -2 W25 1034683 26550 SRR 122 o 3,179
Fost-Fovestnend- Feriod Loss

Fe demption Adpistmerd 57 1] 2 -536 8182 1wy 21610 17450 JEAE 1]

Transaction Costs Adjistment 1] aF 437 1] 1] al 4,165 757 4 L1631 7057
Total 1] 2r 3206 1] 2 -515 MEa7 11,724 L0 LIS JESL Y]
Ecpmseﬁﬁ!uhmdq 1] T 1] 1 1] i] 2 247 M4 317 441 652
Adnusted ProfitLos s 421 28510 -LBls EL: 4 -2 L a0 el -62,117 142451 W2773
Toberest - 1538 k] 117 ] a i) 249 -251 -4 a75 2073
Aﬁuﬁenlh\oﬂ\iihimt: 447 00 -LEma 301 15 -2 A -13a30 ] -2, 41 143,326 46 M6
Hotes:

1. Cakwbte d bey markdnz to marhet the timers' positdone & the fimd o darbask

2. The expence adpstment acc omds forthe omer Detfe of of the timers' actwrity oh epenses paid by otbwer sharsholders. Becanse timer actiriey cat both kcreas e and decreas e expences iomme d by other
shareholders, the net expetice adjustmert canbe edherpociire orrnegatire.
3. The interest cakubtion & based orthres meorith CD mtes . For each duy, =e obtada dadbrrebmn forthe three-meordh CD (o the bask of 360 days ) and estimate a cumoalatare factor e qualto the cmuktire
et from that dayto Taozary 16, 2004, To obtad the adjosted profi mith ditere st for 2 giren day, we mubply that days omouabtire fackor by that days adjosted profi.

Soamces:

Fmd shareholer tansaction data mnd Het fes et Wakne (FAW) data prov ided by ATrce .
Fiters st mite s for thres -morth CDs from the Fe dermlReserve Board statitical el ase H15.

P trams actior, data prowided tey State Street Barvde.

Senmibypries fiom CREPand TALD.
Trms actioh costs from Abel Hoser.



Exhibit 16
Total Adjusted Profit of the Timers

Small Cap Value Fund
Q12001 — Q3 2003
(Dollars)
a1 an 2003 Tatal
Q1 2 B ) QL o7] 03 o 2l 2 & QL2001 - Q& 200

Toveswend-Feadod Los s

Thadinsted Dbotion Measured by Profit SSME 558 -7 R 1 - R 1 -3 1 4358

By dudjistmert 757 16,13 52793 057 045 0359

Suibsequert Dy A djastm ent M1 AT 6353 730 1 993
Total 56,101 AW IG5 lRATE 2525 -158.166
Fost-Fovestrnerd- Feriol Loss

Fe dempticr, Adpastmert BEET -AR05 3514 9315 B|EIT - F50

Transaction Costs Adiistment 146 150 2462 5105
Total EXTTRE" T -11353 935 -BEIT 3 401
Bovens e Afustment” g i 62 1 Y 180
AFustedProfibLoss 42018 1548 IEATD (112076 1952 M1 476
Fberest i) 66 1503 740 a -1.585
Afusted Profi vith Fierest’ 49819 1715 SIREEE 112817 1872 M3 61
Hotes:

1. Cakowbte d bey marbdnz o marhet e timers' positione ko the fimd o dadrbask

2. The expense adjastment ace omts for the omera Neffe ot of the timers' actirity on epences paid bey otber shareholders. Becance timer actoriy cat both dwereas e and decreas e expenses ioume d b other

shareholders, the net expetice adusmmert canbe e dherposiire orregatire.

3. The terest cakubtion & based onthres morith CDmtes  For each duy, we obtada daibrrebmn forthe three-mordh CI oz the basis of 360 days jand estimate a comolatire factor e qualto the cmhtire

e from that dayrte Tamary 16, 2004, To obtad the adjisted profi wath dders stfor a giren daoy, we makply that days omuabtire factor by that days adjasted profi.

Sorrces:

Fmd shareholer rareaction data and Fet ez et Wale (FAW) data pror ided by Adliarwce
Triters st ate s for thres movth Crs from the Fe derm1Reserre Board statietical release H15.

P trans actior, data prowided bry State Street Barde,
Senmibypri es fiom CREPand TAQ.
Trmsaction costs from Abel Hoser.



Exhibit 17

Total Adjusted Profit of the Timers

Technology Fund
Q12001 - Q3 2003
(Dollars)
2001 200 2003 Total
Q1 LA} & r.] Q1 L0F] Q3 0, Q1 o 853 QL2001 - Q5 003

Tvesinend-Fedod Los s

Thadpsted Tahation Measured ber Profi! 5105 6ATAEE -BSETOl ATSTAE 1014AE LRl 1LeaRll IASEAGAl 0010441 TEE0E 605, 173 76,553 003

Bry Adjostmest 1500 AZATG 20026 -L148,670 200 867 STa8 I0E5 LI 4200200 S3071581 0 2004 40 [ 6,343 205

Subsequert Doy A djastmert arngald 20400 ZEA0PAS 3 1S0GM (D407 6T 1ArTO6 QSRR 30EA048 o 1L N ) ] 414875 - 14,601 173
Tobal SJAT TG ATEOSEE -T2182d) 1433150 S5 170707 1B 15126 14106825 D50 ZA0 M0 255075 63,626,200
Fost-Fovestrnend- Feriod Loss

Fe demptior Adistmerd 1433311 25636 1441317 Al3404 - LAER 01T 42001 7ETLTEL 10260420 B i 133,275 205 ATl

Trnsaction, Costs Adjuctment FYANE] G030 0260 4,067 208 040 312811 L7018 4355707 3T LSET R A4 15,265, 206
Tokal L5104 Q50 LA1ATT aUL Al -L461ETT 354812 10, 1M 4T 14617217 55MATS 2AE6 AL L 42 35,77
Ecm:seMummz L 417 2071 5,140 474 12674 4.6 S0 207 2500 ik 42 0
Adusted FrofibLos s S258K ApEA030 -5T0E014 2155931 TOET AN 17464557 2320195 28219115 LS 058 6242 600 418,245 104,472 305
Trber et S11z602 24730 20768 ) 216,115 427050 017 41030 160200 2468 2131 1 266 000
mammmf 239430 TITRZE -A91L180 L6194 TIES  L7EoLedr BTE21D 2RaB4E LAY 629506 420,370 106,330,295
Hotes:

1. Cakowbte d bey marbdnz o marhet e timers' positione ko the fimd o dadrbask
2. The expense adjastment ace omts for the omera Neffe ot of the timers' actirity on epences paid bey otber shareholders. Becance timer actoriy cat both dwereas e and decreas e expenses ioume d b other

shareholders, the net expetice adusmmert canbe e dherposiire orregatire.

3. The terest cakubtion & based onthres morith CDmtes  For each duy, we obtada daibrrebmn forthe three-mordh CI oz the basis of 360 days jand estimate a comolatire factor e qualto the cmhtire

e from that dayrte Tamary 16, 2004, To obtad the adjisted profi wath dders stfor a giren daoy, we makply that days omuabtire factor by that days adjasted profi.

Sorrces:

Fmd shareholer rareaction data and Fet ez et Wale (FAW) data pror ided by Adliarwce
Triters st ate s for thres movth Crs from the Fe derm1Reserre Board statietical release H15.

P trans actior, data prowided bry State Street Barde,

Senmibypri es fiom CREPand TAQ.
Trmsaction costs from Abel Hoser.





