
Security Description Shares Fair Value

Industrials − 12.7%

Fluor Corp. 60,917 $ 4,036,360

General Dynamics Corp. 103,430 7,339,393

Goodrich Corporation 43,223 3,806,650

Joy Global Inc. 21,429 1,858,966

Pentair, Inc. 116,173 4,241,476

Terex Corporation * 148,469 4,608,478

Textron Inc. 205,639 4,861,306

30,752,629

Materials − 3.6%

Dow Chemical Company 70,226 2,397,516

Ecolab, Inc. 73,335 3,697,551

Freeport-McMoRan Copper & Gold, Inc. 22,687 2,724,482

8,819,549

Technology Services − 20.6%

Acme Packet, Inc. * 106,171 5,644,050

Baidu, Inc. ADR * 53,850 5,198,140

Broadcom Corporation 65,384 2,847,473

Google, Inc. * 12,981 7,710,325

Marvell Technology Group Ltd. * ^ 573,061 10,630,281

Qualcomm, Inc. 153,189 7,581,324

Vistaprint N.V. * ^ 96,812 4,453,352

The Western Union Company 303,899 5,643,404

49,708,349

Technology Software − 12.1%

Apple Computer, Inc. * 51,968 16,762,798

Oracle Corporation 336,735 10,539,805

Polycom, Inc. * 46,643 1,818,144

29,120,747

TOTAL COMMON STOCKS (Cost $204,446,238) 239,114,239

MUTUAL FUND INVESTMENTS − 1.8%

AIM STIT-STIC Prime Portfolio 4,414,340 4,414,340

TOTAL MUTUAL FUND INVESTMENTS (Cost $4,414,340) 4,414,340

Total Investments (Cost $208,860,578) − 100.8% 243,528,579

Liabilities in Excess of Other Assets − (0.8)% (1,820,859)

TOTAL NET ASSETS − 100.0% $ 241,707,720

ADR American Depository Receipt

* Non Income Producing Security
^ Foreign Issued Security (traded on U.S. Exchange)
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Keystone Mutual Funds
Statement of Assets & Liabilities (Unaudited)

Keystone Large Cap Growth Fund

December 31, 2010

ASSETS

Investments, at cost $ 208,860,578

Investments, at fair value $ 243,528,579

Dividend receivable 143,024

Interest receivable 488

Receivable for Fund shares sold 990,012

Other assets 103,826

Total Assets 244,765,929

LIABILITIES

Payable for investments purchased 2,435,248

Payable for Fund shares redeemed 252,729

Investment advisory fees payable 163,127

Administration fee payable 15,692

Rule 12b-1 fees payable 143,361

Accrued expenses and other liabilities 48,052

Total Liabilities 3,058,209

Net Assets $241,707,720

NET ASSETS CONSIST OF:

Paid in capital $ 216,224,099

Undistributed net investment loss (737,502)

Accumulated net realized loss (8,446,878)

Net unrealized appreciation on investments 34,668,001

Net Assets $241,707,720

CLASS A SHARES (unlimited shares authorized, no par value)

Net assets $ 222,551,344

Shares issued and outstanding 7,848,455

Net asset value, redemption price and offering price per share $ 28.36

CLASS I SHARES (unlimited shares authorized, no par value)

Net assets $ 19,156,376

Shares issued and outstanding 673,530

Net asset value, redemption price and offering price per share $ 28.44
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Keystone Mutual Funds
Statement of Operations (Unaudited)

Keystone Large Cap Growth Fund

For the
Six Months Ended

December 31, 2010

INVESTMENT INCOME

Dividend income $ 864,594

Interest income 2,977

Total Investment Income 867,571

EXPENSES

Investment advisory fees (Note 3) 786,724

Administration fees 85,508

Transfer agent fees and expenses 71,994

Registration fees 48,408

Legal fees 43,261

Printing and postage expenses 31,198

Portfolio accounting fees 28,938

Trustees’ fees and expenses 25,065

Insurance fees 16,213

Audit and tax fees 15,723

Custody fees 14,750

12b-1 shareholder servicing fees - Class A 262,502

12b-1 shareholder servicing fees - Class C 2,519

Other 7,969

Total Expenses 1,440,772

Recovery of previous waivers and reimbursements by advisor 164,301

Gross Expenses 1,605,073

Net Investment Loss (737,502)

REALIZED AND UNREALIZED GAIN ON INVESTMENTS

Net realized gain on investments 15,641,185

Net change in unrealized appreciation on investments 49,830,786

Net Realized and Unrealized Gain on Investments 65,471,971

Change in Net Assets Resulting from Operations $64,734,469
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Keystone Mutual Funds
Statements of Changes in Net Assets

Keystone Large Cap Growth Fund

For the
Six Months Ended

December 31, 2010
(Unaudited)

For the
Year Ended

June 30, 2010

OPERATIONS

Net investment loss $ (737,502) $ (866,461)

Net realized gain on investments 15,641,185 14,466,453

Net realized gain on option contracts — 645,813

Net change in unrealized appreciation (depreciation) on investments 49,830,786 (16,222,006)

Change in Net Assets Resulting from Operations 64,734,469 (1,976,201)

CAPITAL SHARE TRANSACTIONS

Proceeds from shareholder subscriptions 44,954,331 134,612,974

Payments for redemptions (47,538,602) (59,615,825)

Change in Net Assets from Capital Share Transactions (2,584,271) 74,997,149

Change in Net Assets 62,150,198 73,020,948

Net Assets, Beginning of Period 179,557,522 106,536,574

Net Assets, End of Period $241,707,720 $179,557,522

Undistributed Net Investment Loss $ (737,502) $ —
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Keystone Mutual Funds
Financial Highlights

Keystone Large Cap Growth Fund − Class A

For the Six
Months Ended
December 31,

2010 (6)

For the
Year Ended

June 30, 2010

For the
Year Ended

June 30, 2009

For the
Year Ended

June 30, 2008

For the
Period Ended

June 30, 2007 (1)

Net Asset Value, Beginning of Period $ 21.10 $ 20.24 $ 26.43 $ 30.30 $ 25.00

Net investment loss (2) (0.08) (0.12) (0.06) (0.16) (0.14)

Net realized and unrealized gain (loss)
on investments 7.34 0.98 (6.13) (1.12) 5.66

Total from Investment Operations 7.26 0.86 (6.19) (1.28) 5.52

Distributions from net realized gain — — — (2.53) (0.22)

Distributions from return of capital — — — (0.06) —

Total Distributions — — — (2.59) (0.22)

Net Asset Value, End of Period $ 28.36 $ 21.10 $ 20.24 $ 26.43 $ 30.30

Total return 34.41%(3) 4.25% (23.42)% (5.29)% 22.16%(3)

SUPPLEMENTAL DATA AND RATIOS

Net assets, end of period $222,551,344 $171,329,686 $106,119,082 $120,413,870 $82,240,151

Ratio of expenses to average net assets:

Before expense waivers and
reimbursements and recapture 1.29%(4) 1.39% 1.54% 1.64% 2.32%(4)

After expense waivers and
reimbursements and recapture 1.44%(4) 1.48% 1.50% 1.50% 1.50%(4)

Ratio of net investment loss to average net assets:

Before expense waivers and
reimbursements and recapture (0.52)%(4) (0.42)% (0.37)% (0.68)% (1.37)%(4)

After expense waivers and
reimbursements and recapture (0.67)%(4) (0.51)% (0.33)% (0.54)% (0.55)%(4)

Portfolio turnover rate(5) 74%(3) 132% 192% 142% 157%(3)

(1) Reflects operations for the period from August 7, 2006 (commencement of operations) to June 30, 2007.
(2) Calculated using average shares outstanding method.
(3) Not annnualized.
(4) Annnualized.
(5) Portfolio turnover is calculated on the basis of the Fund as a whole without distinguishing between the classes of shares issued.
(6) Six month period from July 1, 2010 to December 31, 2010 is unaudited.
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Keystone Mutual Funds
Financial Highlights

Keystone Large Cap Growth Fund − Class I

For the Six
Months Ended
December 31,

2010(6)

For the
Year Ended

June 30, 2010(1)

Net Asset Value, Beginning of Period $ 21.14 $ 22.64

Net investment loss (2) (0.05) (0.04)

Net realized and unrealized gain (loss)
on investments 7.35 (1.46)

Total from Investment Operations 7.30 (1.50)

Distributions from net realized gain — —

Distributions from return of capital — —

Total Distributions — —

Net Asset Value, End of Period $ 28.44 $ 21.14

Total return 34.53%(3) (6.63)%(3)

SUPPLEMENTAL DATA AND RATIOS

Net assets, end of period $19,156,376 $7,518,399

Ratio of expenses to average net assets:

Before expense waivers and
reimbursements and recapture 1.04%(4) 1.12%(4)

After expense waivers and
reimbursements and recapture 1.19%(4) 1.20%(4)

Ratio of net investment loss to average net assets:

Before expense waivers and
reimbursements and recapture (0.27)%(4) (0.18)%(4)

After expense waivers and
reimbursements and recapture (0.42)%(4) (0.26)%(4)

Portfolio turnover rate(5) 74%(3) 132%

(1) Reflects operations for the period from November 2, 2009 (commencement of operations) to June 30, 2010.
(2) Calculated using average shares outstanding method.
(3) Not annnualized.
(4) Annnualized.
(5) Portfolio turnover is calculated on the basis of the Fund as a whole without distinguishing between the classes of shares issued.
(6) Six month period from July 1, 2010 to December 31, 2010 is unaudited.
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Notes to Financial Statements
DECEMBER 31, 2010 (Unaudited)

1. ORGANIZATION
The Keystone Large Cap Growth Fund (the ‘‘Fund’’) is a Delaware trust
registered under the Investment Company Act of 1940 (as amended) as an
open-end management investment company. The Fund is a series of Keystone
Mutual Funds and has unlimited authorized shares of beneficial interest. The
investment objective for the Fund is long-term growth of capital.

The Fund offers two classes of shares, Class A and Class I. Class A and Class I
shares have no sales charge.

At its quarterly board meeting held on August 19, 2010, the Board of Trustees
approved the suspension of sales of Class C shares of the Fund effective
September 10, 2010 and the subsequent redesignation of the Class C shares of the
Fund to Class A shares of the Fund effective on or about October 30, 2010. The
transfer of Class C shares into Class A shares was effective as of the close of
business on October 29, 2010.

2. SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of significant accounting policies consistently
followed by the Fund in preparation of its financial statements. These policies are
in conformity with U.S. generally accepted accounting principles (GAAP).

a) Investment Valuation
Securities listed on the NASDAQ National Market are valued at the
NASDAQ Official Closing Price (‘‘NOCP’’). Other securities traded on a
national securities exchange are valued at the last sales price on the exchange
where primarily traded or at last sales price on the national securities market.
Exchange traded securities for which there were no transactions that day are
valued at the latest bid prices. Securities traded on only over-the-counter
markets other than NASDAQ are valued at the latest bid prices. Debt
securities (other than shortterm obligations) are valued at prices furnished by
a pricing service, subject to review by the Fund’s advisor, Cornerstone
Capital Management, Inc. (the ‘‘Advisor’’). Mutual funds are valued at Net
Asset Value (NAV) close. Shortterm obligations (maturing within 60 days)
are valued on an amortized cost basis, which approximates market value.

Securities for which quotations are not readily available, not currently
traded, or those for which the NOCP, last sales price or bid price, as the
case may be, is deemed unreliable, are valued at fair value as determined in
good faith under procedures approved by and supervision of the Board of
Trustees (the ‘‘Board’’). If an event occurs that will affect the value of the
Fund’s portfolio securities before the NAV has been calculated, the security
will generally be priced using a fair value procedure. The Board has adopted
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specific procedures for valuing portfolio securities and delegated the
responsibility of fair value determinations to a Valuation Committee. Some
of the factors that may be considered by the Valuation Committee in
determining fair value are fundamental analytical data relating to the
investment; the nature and duration of any restriction on the disposition;
trading in similar securities of the same issuer or comparable companies;
information from broker-dealers; and an evaluation of the forces that
influence the market in which the securities are purchased or sold. For the
six months ended December 31, 2010, the Fund held no fair valued
securities.

The Fund has adopted authoritative fair valuation accounting standards
which establish an authoritative definition of fair value and set out a
hierarchy for measuring fair value. These standards require additional
disclosures about the various inputs and valuation techniques used to
develop the measurements of fair value and a discussion in changes in
valuation techniques and related inputs during the period. These inputs are
summarized in the three broad levels listed below:

Level 1 — Quoted unadjusted prices for identical instruments in
active markets to which the Trust has access at the date of
measurement.

Level 2 — Quoted prices for similar instruments in active markets;
quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations
in which all significant inputs and significant value drivers
are observable in active markets. Level 2 inputs are those
in markets for which there are few transactions, the prices
are not current, little public information exists or instances
where prices vary substantially over time or among
brokered market makers.

Level 3 — Model derived valuations in which one or more significant
inputs or significant value drivers are unobservable.
Unobservable inputs are those inputs that reflect the
Fund’s own assumptions that market participants would
use to price the asset or liability based on the best available
information.

The valuation levels are not necessarily an indication of the risk associated
with investing in these securities (or other investments). Care should be
exercised in interpreting this information and/or using it for comparison
with other mutual funds.
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As of December 31, 2010, the Fund’s investments in securities were
classified as follows:

Fair Value Measurements as of December 31, 2010 Using

Description

Quoted Prices in
Active Markets for
Identical Assets

(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Equity Securities

Common Stocks $239,114,239(a) $— $— $239,114,239

Total Equity Securities 239,114,239 — — 239,114,239

Other

Mutual Fund Investments 4,414,340(b) — — 4,414,340

Total Other 4,414,340 — — 4,414,340

Total $243,528,579 $— $— $243,528,579

(a) All other industry classifications are identified in the Schedule of Investments.

(b) Mutual fund investments that are sweep investments for cash balances in the Fund at December 31, 2010.

During the six months ended December 31, 2010, there were no transfers
between Level 1 and Level 2.

b) Federal Income Taxes
The Fund’s policy is to comply with the requirements of the Internal
Revenue Code applicable to regulated investment companies and to
distribute all of its taxable income to shareholders. Therefore, no income tax
provision is required. Also, in order to avoid the payment of any federal
excise taxes, the Fund will distribute substantially all of its net investment
income and net realized gains on a calendar year basis.

The differences between book-basis and tax-basis unrealized appreciation
(depreciation) are primarily due to the tax deferral of losses on wash sales.

The following information is provided on a tax basis as of June 30, 2010:

Cost of investments $196,711,430

Gross unrealized appreciation $ 10,953,910

Gross unrealized depreciation (27,927,229)

Net unrealized appreciation (depreciation) $(16,973,319)

Other accumulated gains (losses) $(22,277,529)

Total accumulated earnings (losses) $(39,250,848)

As of December 31, 2010, the Fund did not have any tax positions that did
not meet the ‘‘more-likely-than-not’’ threshold of being sustained by the
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applicable tax authority. Generally, tax authorities can examine all the tax
returns filed for the last three years.

The Fund has adopted financial reporting rules that require the Fund to
analyze all open tax years, as defined by the Statute of Limitations, for all
major jurisdictions. Open tax years are those that are open for exam by taxing
authorities. As of June 30, 2010, open tax years include the tax years ended
June 30, 2007 through 2009. The Funds have no examination in Progress.

The Fund has reviewed all open tax years and major jurisdictions and
concluded that the adoption of these financial reporting rules resulted in no
effect to the Fund’s financial position or results of operations. There is no tax
liability resulting from unrecognized tax benefits relating to uncertain income
tax positions taken or expected to be taken on the tax return for the fiscal
year-end June 30, 2010. The Fund is also not aware of any tax positions for
which it is reasonably possible that the total amounts of unrecognized tax
benefits will significantly change in the next twelve months.

c) Distributions to Shareholders
The Fund declares and distributes dividends from its net investment income
on a quarterly basis and declares and distributes any net capital gain realized
by the Fund at least on an annual basis. Distributions from net realized gains
for book purposes may include short-term capital gains. All net short-term
capital gains are included in ordinary income for tax purposes. Distributions
to shareholders are recorded on the ex-dividend date. The Fund may also
pay a special distribution at the end of the calendar year to comply with
federal tax requirements. These distributions are paid in additional Fund
shares unless the shareholder elects in writing to receive distributions in cash.

The character of distributions made during the period from net investment
income or net realized gains may differ from its ultimate characterization for
federal income tax purposes. In addition, due to the timing of dividend
distributions, the fiscal period in which the amounts are distributed may
differ from the period that income or realized gains (losses) were recorded
by the Fund. The Fund did not pay any distributions during the year ended
June 30, 2010, or the six months ended December 31, 2010.

The following net realized capital loss carryforwards at June 30, 2010, may
be utilized to offset future capital gains. To the extent the Fund realizes
future capital gains, taxable distributions to its shareholders will be offset by
any unused capital loss carryforward to the extent allowed by the Internal
Revenue Code (IRC).

Capital Loss Carryforward Expiration Date

$17,929,310 6/30/2017

$4,348,219 6/30/2018
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d) Expenses

The Fund is charged for those expenses that are directly attributable to it,
such as investment advisory and custody fees. Expenses that are not directly
attributable to any class of shares of the Fund are allocated among classes on
the basis of each class’ relative net assets. Fees paid under the Fund’s
Rule 12b-1 plan (the ‘‘Plan’’) are borne by the specific class of shares of the
Fund to which the Plan applies.

e) Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with U.S. generally
accepted accounting principles (‘‘GAAP’’) requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses
during the reported period. Actual results could differ from those estimates.

f) Reclassification of Capital Accounts

GAAP requires that certain components of net assets relating to permanent
differences be reclassified between financial and tax reporting. These
reclassifications have no effect on the total amount of net assets or net asset
value per share. The adjustments are due to certain permanent book and tax
differences related to net operating loss.

Paid in
Capital

Accumulated Net
Realized Gain on

Investments

Undistributed
Net Investment

Income

Year ended June 30, 2010 $(866,461) $— $866,461

g) Security Transactions and Investment Income
For financial reporting purposes, investment transactions are accounted for
on the trade date. The Fund determines the gain or loss realized from
investment transactions using the specific identification method.

Interest income is accrued as earned. Dividend income is recorded on the
ex-dividend date. Income and realized and unrealized gains or losses on
investments are allocated to each class of shares based on its relative net
assets. All discounts and premiums are amortized on the effective interest
method for tax and financial reporting purposes.

h) Derivative Financial Instruments
The Fund may utilize options in an attempt to manage market or business
risk or enhance returns. When a call or put option is written, an amount
equal to the premium received is recorded as a liability. The liability is
marked-to market daily to reflect the current market value of the option
written. When a written option expires, a gain is realized in the amount of
the premium originally received. If a closing purchase contract is entered
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into, a gain or loss is realized in the amount of the original premium less the
cost of the closing transaction. If a written call option is exercised, a gain or
loss is realized from the sale of the underlying security, and the proceeds
from such sale are increased by the premium originally received. If a written
put option is exercised, the amount of the premium originally received
reduces the cost of the security which is purchased upon exercise of the
option. During the six months ended December 31, 2010, the Fund did not
write or invest in option contracts.

3. INVESTMENT ADVISORY AND OTHER AGREEMENTS
WITH RELATED PARTIES
The Fund has entered into an investment advisory agreement with the Advisor
under which the Advisor manages the Fund’s assets and provides research,
statistical, and advisory services, and pays related office rental, executive expenses,
and executive salaries. The fee for investment services is based on the average
daily net assets of the Fund at the annual rate of 0.70%.

Effective March 1, 2010, the Advisor has contractually limited total expenses to
1.45% of average daily net assets for Class A shareholders (prior to March 1, 2010,
the Advisor contractually limited total expenses to 1.50% of average daily net
assets) and 1.20% of average daily net assets for Class I. Such limitation is in effect
through October 31, 2011. The Advisor may extend the limitations at its
discretion and may terminate the arrangement at any time after October 31,
2011. Under this arrangement, any reduction in advisory fees or payment of
expenses made by the Advisor may be reimbursed by the Fund in subsequent
fiscal years if the Advisor so requests. This reimbursement may be requested if the
aggregate amount actually paid by the Fund toward operating expenses for such
fiscal year (taking into account the reimbursement) does not exceed the
applicable limitations of the Fund expenses. The Advisor is permitted to be
reimbursed for the fee reductions and/or expense payments made in the prior
three fiscal years. Any such reimbursement will be reviewed and approved by the
Board. In addition, any such reimbursement from the Fund to the Advisor will
be subject to the applicable limitation on the Fund expenses. During the six
months ended December 31, 2010, the Advisor recovered previously reimbursed
expenses of the Fund in the amount of $164,301. Reimbursed expenses,
including prior period expenses, are subject to potential recovery by year of
expiration, subject to Board approval. The Advisor has recovered all reimbursed
expenses that were subject to potential recovery.

The Fund has entered into a Rule 12b-1 distribution agreement with Quasar
Distributors, LLC (‘‘Quasar’’). Class A shareholders pay Rule 12b-1 fees to
Quasar at the annual rate of 0.25% of average daily net assets and Class C
shareholders pay fees at the annual rate of 1.00%. For the six months ended
December 31, 2010, 12b-1 distribution expenses of $262,502 and $2,519 were
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accrued by Class A and Class C shares, respectively. The fees are paid to Quasar
for distribution related expenses and activities in connection with the distribution
of the Fund’s shares.

The Fund bears certain other operating expenses, including brokerage and
commission expenses; fees and expenses of legal counsel and independent
registered public accounting firm; compensation of the Fund’s independent
trustees; registration fees; printing and shareholder report expenses; custodian
fees; transfer agent fees; and other miscellaneous expenses.

There were no sales charges retained from the sale of Class A shares for the six
months ended December 31, 2010. The Advisor received $1,294 in contingent
deferred sales charges from the redemption of Class C shares for the period from
July 1, 2010 through October 29, 2010. Sales charges are not an expense of the
Fund and are not included in the financial statements of the Fund.

4. CAPITAL SHARE TRANSACTIONS
Transactions of shares of the Fund were as follows:

The Keystone Large Cap Growth Fund − Class A Shares

For the
Six Months Ended

December 31, 2010

For the
Year Ended

June 30, 2010

Amount Shares Amount Shares

Shares sold $ 36,412,107 1,467,807 $128,223,005 5,491,054

Shares transferred to Class I (1) — — (3,099,281) (136,894)

Shares transferred from Class C (2) 751,738 28,758 — —

Shares redeemed (46,464,409) (1,767,596) (59,094,000) (2,476,663)

Net Increase (Decrease) $ (9,300,564) (271,031) $ 66,029,724 2,877,497

The Keystone Large Cap Growth Fund − Class C Shares

For the
Period From July 1, 2010
through October 29, 2010

For the
Year Ended

June 30, 2010

Amount Shares Amount Shares

Shares sold $ 27,790 1,223 $ 669,240 29,188

Shares transferred to Class A (2) (751,738) (29,581) — —

Shares redeemed (132,834) (6,136) (365,644) (15,703)

Net Increase (Decrease) $(856,782) (34,494) $ 303,596 13,485
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The Keystone Large Cap Growth Fund − Class I Shares

For the
Six Months Ended

December 31, 2010

For the Period From
November 2, 2009 through

June 30, 2010

Amount Shares Amount Shares

Shares sold $ 8,514,434 351,585 $ 5,720,729 225,663

Shares transferred from Class A(1) — — 3,099,281 136,894

Shares redeemed (941,359) (33,741) (156,181) (6,871)

Net Increase $7,573,075 317,844 $8,663,829 355,686

(1) On November 2, 2009, commencement of operations for Class I shares, a shareholder transferred its shares of Class A for shares of Class I.

(2) Class C shares transferred into Class A shares as of the close of business on October 29, 2010.

In accordance with its prospectus, the Fund may issue shares on the basis of an
in-kind transfer of investment securities. There were no in-kind transfers during
the year ended June 30, 2010, or the six months ended December 31, 2010.

5. INVESTMENT TRANSACTIONS
The aggregate purchases and sales of securities, excluding short-term investments
for the Fund, for the six months ended December 31, 2010, were $157,919,892
and $161,785,845, respectively. There were no purchases and sales of U.S.
government securities for the Fund during this period.

6. GUARANTEES AND INDEMNIFICATIONS
In the normal course of business, the Fund enters into contracts with service
providers that contain general indemnification clauses. The Fund’s maximum
exposure under these arrangements is unknown as this would involve future
claims against the Fund that have not yet occurred. Based on experience, the
Fund expects the risk of loss to be remote.

7. SUBSEQUENT EVENTS
The Fund has adopted standards which establish general standards of accounting
and for disclosure of events that occur after the Statement of Assets & Liabilities
date, but before the financial statements are issued. The Fund has performed an
evaluation of subsequent events through the date the financial statements were
issued.
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Additional Information (Unaudited)

TRUSTEE AND OFFICER COMPENSATION

The Fund does not compensate any of its trustees who are interested persons nor
any of its officers. For the six months ended December 31, 2010, the aggregate
compensation paid by the Fund to the independent trustees was $30,000. The
Fund did not pay any special compensation to any of its trustees or officers. The
Fund’s Statement of Additional Information includes additional information
about the Trustees and is available, without charge, upon request by calling the
Fund at (866) 596-3863.

PROXY VOTING

A description of the policies and procedures that the Fund uses to determine
how to vote proxies relating to portfolio securities owned by the Fund and
information regarding how the Fund voted proxies relating to the portfolio
of securities during the year ended June 30, 2010 is available to stockholders
(i) without charge, upon request by calling the Fund at (866) 596-3863; and
(ii) on the SEC’s Web site at www.sec.gov.

AVAILABILITY OF QUARTERLY
PORTFOLIO HOLDINGS

The Fund files a complete schedule of portfolio holdings for the first and third
quarters of each fiscal year with the SEC on Form N-Q. The Form N-Q is
available to stockholders (i) without charge, upon request by calling the Fund
at (866) 596-3863; (ii) on the SEC’s Web site at www.sec.gov; and (iii) at the
SEC’s Public Reference Room in Washington, D.C. Information on the
operation of the Public Reference Room may be obtained by calling
(800) SEC-0330.
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PRIVACY NOTICE

The Fund collects non-public personal information about you from the following
sources:

• Information we receive about you on applications or other forms;

• Information you give us orally; and/or

• Information about your transactions with us or others.

We do not disclose any non-public personal information about our
shareholders or former shareholders without the shareholder’s
authorization, except as permitted by law or in response to inquiries
from governmental authorities. We may share information with
affiliated parties and unaffiliated third parties with whom we have
contracts for servicing the Fund. We will provide unaffiliated third
parties with only the information necessary to carry out their assigned
responsibility. All shareholder records will be disposed of in accordance
with applicable law. We maintain physical, electronic and procedural
safeguards to protect your non-public personal information and require
third parties to treat your non-public personal information with the
same high degree of confidentiality.

In the event that you hold shares of the Fund through a financial
intermediary, including, but not limited to, a broker-dealer, bank or
trust company, the privacy policy of your financial intermediary would
govern how your non-public personal information would be shared
with unaffiliated third parties.
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