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This Statement of Additional Information (“SAI”) is not a prospectus, but should be read in conjunction with the Prospectus (the 
“Prospectus”) of Tributary Short-Intermediate Bond Fund (the “Short-Intermediate Fund”), Tributary Income Fund (the “Income 
Fund”), Tributary Balanced Fund (the “Balanced Fund”), Tributary Core Equity Fund (the “Core Equity Fund”), Tributary Large Cap 
Growth Fund (the “Large Cap Fund”), Tributary Growth Opportunities Fund (the “Growth Opportunities Fund”), and Tributary Small 
Company Fund (the “Small Company Fund”) (each, a “Fund,” and together, the “Funds”).  The Prospectus for the Funds is dated 
August 1, 2011.  The Funds are each separate investment portfolios of Tributary Funds, Inc.  This SAI is incorporated in its entirety 
into the Prospectus.  No investment in shares (“Shares”) of a Fund should be made without first reading the Funds’ Prospectus.  The 
financial statements and related report of the Independent Registered Public Accounting Firm included in the Funds’ annual report for 
the fiscal year ended March 31, 2011 are incorporated by reference into this SAI.  Copies of the Prospectus or Annual Report may be 
obtained, free of charge, by writing to Tributary Funds, Inc. at P.O. Box 219022, Kansas City, MO  64141-6022, or by telephoning 
toll free (800) 662-4203.  Capitalized terms used but not defined herein have the same meanings as in the Prospectus. 
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STATEMENT OF ADDITIONAL INFORMATION 

 
THE COMPANY 

 
Tributary Funds, Inc. (the “Company”), a Nebraska corporation organized on October 12, 1994, is an open-end management 

investment company which currently offers the seven investment portfolios identified on the first page of this SAI.  Prior to August 1, 
2010, the Company operated under the name First Focus Funds, Inc. and each of the Funds operated with “First Focus” as a part of the 
name, as opposed to “Tributary.”  The change in the name of the Company and each of the Funds was the result of a reorganization of 
the advisory relationships between the Funds and their investment advisers.  Each Fund is a diversified fund, which means that, with 
respect to 75% of the Fund’s total assets, the Fund will not invest more than 5% of its assets in the securities of any single issuer nor 
hold more than 10% of the outstanding voting securities of any single issuer. 
 

INVESTMENT OBJECTIVES, POLICIES, AND RISKS 
 
Additional Information on Portfolio Instruments  
 

The following policies supplement the investment objective, policies, and risks of each Fund as set forth in the Prospectus for the 
Funds. 
 

Bank Obligations.  Each Fund may invest in bank obligations such as bankers’ acceptances, certificates of deposit, and demand 
and time deposits. 
 

Bankers’ acceptances are negotiable drafts or bills of exchange typically drawn by an importer or exporter to pay for specific 
merchandise, which are “accepted” by a bank, meaning, in effect, that the bank unconditionally agrees to pay the face value of the 
instrument upon its maturity.  Bankers’ acceptances invested in by the Funds will be those guaranteed by domestic and foreign banks 
having, at the time of investment, capital, surplus, and undivided profits in excess of $100,000,000 (as of the date of their most 
recently published financial statements). 
 

Certificates of deposit are negotiable certificates issued against funds deposited in a commercial bank or a savings and loan 
association for a definite period of time and earning a specified return.  The Funds may invest in certificates of deposit and demand 
and time deposits of domestic and foreign banks and savings and loan associations, if (i) at the time of investment the depositary 
institution has capital, surplus, and undivided profits in excess of $100,000,000 (as of the date of its most recently published financial 
statements), or (ii) the principal amount of the instrument is insured in full by the Federal Deposit Insurance Corporation (“FDIC”). 
 

The Funds may also invest in Eurodollar Certificates of Deposit, which are U.S. dollar-denominated certificates of deposit issued 
by offices of foreign and domestic banks located outside the United States; Yankee Certificates of Deposit, which are certificates of 
deposit issued by a U.S. branch of a foreign bank denominated in U.S. dollars and held in the United States; Eurodollar Time Deposits 
(“ETDs”), which are U.S. dollar-denominated deposits in a foreign branch of a U.S. bank or a foreign bank; and Canadian Time 
Deposits, which are basically the same as ETDs, except they are issued by Canadian offices of major Canadian banks. 
 

Commercial Paper.  Commercial paper consists of unsecured promissory notes issued by corporations.  Except as noted below 
with respect to variable amount master demand notes, issues of commercial paper normally have maturities of less than nine months 
and fixed rates of return. 
 

Each Fund may invest in “investment grade” domestic and foreign commercial paper.  For a complete explanation of “investment 
grade” commercial paper, please see Appendix A to this SAI.  In general, investment in lower-rated instruments is more risky than 
investment in instruments in higher rated categories.  The Funds may also invest in Canadian commercial paper, which is commercial 
paper issued by a Canadian corporation or a Canadian counterpart of a U.S. corporation, and in Europaper, which is U.S. dollar-
denominated commercial paper of a foreign issuer. 
 

Variable Amount Master Demand Notes.  Variable amount master demand notes, in which each of the Funds may invest, are 
unsecured demand notes that permit the underlying debt to vary and provide for periodic adjustments in the interest rate according to 
the terms of the instrument.  Because master demand notes are direct lending arrangements between a Fund and the issuer, they are not 
normally traded.  Although there is no secondary market in the notes, a Fund may demand payment of principal and accrued interest at 
any time.  A Fund’s investment adviser or sub-adviser (each an “Adviser” and, collectively, the “Advisers”) will consider the earning 
power, cash flow, and other liquidity ratios of the issuers of such notes and will continuously monitor their financial status and ability 
to meet payment on demand.  In determining average weighted portfolio maturity, a variable amount master demand note will be 
deemed to have a maturity equal to the longer of the period of time remaining until the next interest rate adjustment or the period of 



4 
 

time remaining until the principal amount can be recovered from the issuer through demand.  No Fund will invest more than 5% of its 
assets in such securities. 
 

Master Limited Partnerships.  A master limited partnership (“MLP”) is a limited partnership, the interests of which are freely 
traded on an established market, and which receives special tax treatment as a partnership under the Internal Revenue Code of 1986, 
as amended (the “Code”).  To qualify as an MLP, at least 90% of its income must be from qualifying sources such as exploration, 
development, mining, production, processing, refining, transportation, storage, and marketing of mineral or natural resources.  The 
general partner of the MLP is usually structured as a private or public corporation (often in the energy or real estate industries), an 
investment fund, or other type of entity.  The general partner typically controls the operations and management of the partnership 
while each limited partner (with limited control and voting rights) provides capital investment and receives income distributions from 
its operations.  Unlike shareholders in a corporation, MLP limited partners do not elect directors annually.  In the event of liquidation, 
holders of common limited partnership units of MLPs usually have first rights to the MLP’s remaining assets after bondholders, other 
debt holders, and any preferred unit holders have been paid in full. 
 

Limited partnerships are “pass through” entities and do not pay U.S. federal income tax at the entity level.  Therefore, more cash 
may be available for distributions, as compared to the corporate structure.  MLP partnerships are usually structured in ways that 
provide financial incentives to the general partner to streamline expenses, increase capital expenditures, increase cash flows and pay 
distributions.  The general partner and each limited partner are each responsible for their respective proportionate share of income, 
gains, losses, and deductions, even if the MLP does not pay a cash distribution.  Accordingly, there is a risk that a Fund could be liable 
for MLP-related tax in respect to its share of the MLP’s gains, even though the MLP did not make a distribution of cash to the Fund.  
If, as a result of a change in current law or a change in an MLP’s business, an MLP were treated as a corporation for federal income 
tax purposes, the MLP would be obligated to pay federal income tax on its income at the corporate tax rate, which would reduce the 
amount of cash available for distributions, and the distributions a Fund receives could be taxed entirely as dividend income.  
Historically, because many MLPs have pursued aggressive acquisition activities, a significant portion of income from such MLPs has 
been offset by tax deductions.  If an MLP in which a Fund invests previously engaged in such acquisition activity and then 
significantly reduced such activity, such MLP’s accelerated depreciation (generated by the new acquisitions) would be reduced, which 
could result in an increase in a Fund’s tax liability respecting its investment in the MLP.  Each Fund may invest up to 5% of its net 
assets in units of MLPs which are publicly listed and traded on U.S. or global securities exchanges. 
 

The risk of investing in a limited partnership is different than investing in other types of equity securities.  Holders of limited 
partnership interests generally have less control and rights respecting the partnership’s operations, as compared to shareholders in a 
corporation.  There are also potential conflicts of interest that may arise between the limited partners and the general partner.  
Furthermore, changes in the Code or a determination by the Internal Revenue Service (“IRS”) that the MLP must be taxed as a 
corporation would eliminate the flow-through taxation benefits of a partnership. 
 

Foreign Investments.  Each Fund may invest in foreign securities either directly or through the purchase of sponsored or 
unsponsored depositary receipts, including American Depositary Receipts (“ADRs”).  The Short-Intermediate Fund, Income Fund, 
Core Equity Fund, Growth Opportunities Fund, and Small Company Fund may each invest up to 10% of its assets in foreign securities 
either directly or through the purchase of sponsored and unsponsored ADRs.  The Balanced Fund and Large Cap Fund may each 
invest up to 20% of its assets in foreign securities either directly or through the purchase of sponsored and unsponsored ADRs.   
 

Foreign securities are debt and equity securities that are traded in markets outside of the U.S.  The markets in which these 
securities are located can be developed or emerging.  An “emerging country” is generally a country that the International Bank for 
Reconstruction and Development (World Bank) and the International Finance Corporation would consider to be an emerging or 
developing country.  Typically, emerging markets are in countries that are in the process of industrialization, with lower gross national 
product (“GNP”) than more developed countries.  There are currently in excess of 100 countries that the international financial 
community generally considered to be emerging or developing countries, approximately 40 of which currently have stock markets.  
These countries generally include every nation in the world except the United States, Canada, Japan, Australia, New Zealand, and 
most nations located in Western Europe. 
 

ADRs are securities, typically issued by a U.S. financial institution (a “depositary”), that evidence ownership interests in a security 
or a pool of securities issued by a foreign issuer and deposited with the depositary.  Generally, ADRs are designed for trading in the 
U.S. securities market, and may be available for investment through “sponsored” or “unsponsored” facilities.  A sponsored facility is 
established jointly by the issuer of the security underlying the receipt and a depositary, whereas an unsponsored facility may be 
established by a depositary without participation by the issuer of the receipt’s underlying security.  Holders of an unsponsored 
depositary receipt generally bear all the costs of the unsponsored facility.  Unsponsored depositary receipts may be less liquid than 
sponsored ones, and there may be less information available regarding the underlying foreign issuer for the unsponsored depositary 
receipt.  The depositary of an unsponsored facility frequently is under no obligation to distribute shareholder communications received 
from the issuer of the deposited security or to pass through voting rights with respect to the deposited securities to the holders of the 
receipts. 
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Investments in securities issued by foreign branches of U.S. banks, foreign banks, or other foreign issuers, including ADRs, 
investment companies that invest in foreign securities, and securities purchased on foreign securities exchanges, may subject the 
Funds to investment risks that differ in some respects from those related to investments in obligations of U.S. domestic issuers or in 
U.S. securities markets.  Such risks include trade balances and imbalances, and related economic policies, future adverse political, 
economic, and social developments, possible imposition of withholding taxes on interest and dividend income, possible seizure, 
nationalization, or expropriation of foreign investments or deposits, currency blockage, less stringent disclosure requirements, the 
possible establishment of exchange controls or taxation at the source, or the adoption of other foreign governmental restrictions.  In 
addition, foreign branches of U.S. banks, foreign banks, and foreign issuers may be subject to less stringent reserve requirements and 
to different accounting, auditing, reporting, and record keeping standards than those applicable to domestic branches of U.S. banks 
and U.S. domestic issuers, and securities markets in foreign countries may be structured differently from and may not be as liquid as 
the U.S. markets.  Where purchases of foreign securities are made in foreign currencies, a Fund may incur currency conversion costs 
and may be affected favorably or unfavorably by changes in the value of foreign currencies against the U.S. dollar. 
 

Investments in emerging markets involve even greater risks such as immature economic structures and legal systems which may 
not be totally developed.  The economies of individual emerging market countries may differ favorably or unfavorably from the U.S. 
economy in such respects as GNP growth, rate of inflation, currency depreciation, capital reinvestment, resource self-sufficiency, and 
balance of payments position.  Further, the economies of developing countries generally are heavily dependent upon international 
trade and, accordingly, have been, and may continue to be, adversely affected by trade barriers, exchange controls, managed 
adjustments in relative currency values and other protectionist measures.  These economies also have been, and may continue to be, 
adversely affected by economic conditions in the countries with which they trade. 
 

Prior governmental approval for foreign investments may be required under certain circumstances in some emerging market 
countries, and the extent of foreign investment in certain fixed income securities and domestic companies may be subject to limitation 
in other emerging market countries.  Foreign ownership limitations also may be imposed by the charters of individual companies in 
emerging market countries to prevent, among other concerns, violation of foreign investment limitations.  Repatriation of investment 
income, capital, and the proceeds of sales by foreign investors may require governmental registration and/or approval in some 
emerging countries.  A Fund could be adversely affected by delays in, or a refusal to grant, any required governmental registration or 
approval for such repatriation.  Any investment subject to such repatriation controls will be considered illiquid if it appears reasonably 
likely that this process will take more than seven days. 
 

Funds that invest in emerging markets may also be exposed to an extra degree of custodial and/or market risk, especially where the 
securities purchased are not traded on an official exchange or where ownership records regarding the securities are maintained by an 
unregulated entity (or even the issuer itself). 
 

Fixed Income Securities.  Each of the Funds may invest in fixed income securities.  With the exception of the Short Intermediate 
Fund and the Income Fund, any fixed income securities in which any of the Funds invest will be “investment grade.”  The Short 
Intermediate Fund and the Income Fund may invest up to 20% of their respective assets in fixed-income securities rated below 
“investment grade,” but no lower than a B rating by a nationally recognized statistical rating organization (“NRSRO”).  For a 
complete explanation of “investment grade” fixed income securities, please see Appendix A to this SAI. 
 

U.S. Government Obligations.  Each of the Funds may invest in obligations issued or guaranteed by the U.S. government or its 
agencies or instrumentalities, including bills, notes, and bonds issued by the U.S. Treasury. 
 

Obligations of certain agencies and instrumentalities of the U.S. government are supported by the full faith and credit of the U.S. 
government, such as those of the Government National Mortgage Association (“Ginnie Mae”) and the Export Import Bank of the 
United States; others, such as those of the Federal National Mortgage Association (“Fannie Mae”), are supported by the right of the 
issuer to borrow from the Treasury; others, such as those of the Federal Home Loan Banks, are supported by the discretionary 
authority of the U.S. government to purchase the agency’s obligations; and still others, such as those of the Federal Farm Credit Banks 
or the Federal Home Loan Mortgage Corporation (“Freddie Mac”), are supported only by the credit of the instrumentality.  No 
assurance can be given that the U.S. government would provide financial support to U.S. government-sponsored agencies or 
instrumentalities if it is not obligated to do so by law.  Each of the Funds may invest in the obligations of such agencies or 
instrumentalities only when such Funds’ Advisers believe that the associated credit risk is commensurate with the anticipated gain. 
 

Municipal Securities.  Municipal securities are debt obligations issued by a state, its political subdivisions, municipalities, 
agencies, and authorities issued to obtain funds for various public purposes, including the construction or improvement of a wide 
range of public facilities such as airports, bridges, highways, hospitals, housing, jails, mass transportation, nursing homes, parks, 
public buildings, recreational facilities, school facilities, streets, and water and sewer works.  Other public purposes for which 
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municipal securities may be issued include the refunding of outstanding obligations, the anticipation of taxes or state aids, the payment 
of judgments, the funding of student loans, community redevelopment, the purchase of street maintenance and firefighting equipment, 
or any authorized corporate purpose of the issuer except for the payment of current expenses.  In addition, certain types of industrial 
development and other revenue bonds may be issued by or on behalf of public corporations to finance privately operated housing 
facilities, air or water pollution control facilities, and certain local facilities for water supply, gas, electricity, or sewage or solid waste 
disposal.  Other types of industrial development bonds, the proceeds of which are used for the construction, equipping, repair, or 
improvement of privately operated industrial, commercial or office facilities, constitute municipal securities, although current federal 
income tax laws place substantial limitations on the size of such issues. 

 
Over 25% of the municipal securities in a Fund’s portfolio may derive their payment from mortgage loans.  Certain of these 

municipal securities in a Fund may be single family mortgage revenue bonds issued for the purpose of acquiring from originating 
financial institutions notes secured by mortgages on residences located within the issuer’s boundaries and owned by persons of low or 
moderate income.  Mortgage loans are generally partially or completely prepaid prior to their final maturities, as a result of events 
such as the sale of the mortgaged property, default condemnation, or casualty loss.  Because these bonds are subject to extraordinary 
mandatory redemption, in whole or in part, from such prepayments on mortgage loans, a substantial portion of such bonds will 
probably be redeemed prior to their scheduled maturities or even prior to their ordinary call dates.  The redemption price of such 
issues may be more or less than the offering price of such bonds.  Extraordinary mandatory redemption without premium could also 
result from the failure of the originating financial institutions to make mortgage loans in sufficient amounts within a specified time 
period or, in some cases, from the sale by the bond issuer of the mortgage loans.  Failure of the originating financial institutions to 
make mortgage loans would be due principally to the interest rates on mortgage loans funded from other sources becoming 
competitive with the interest rates on the mortgage loans funded with the proceeds of the single family mortgage revenues available 
for the payment of the principal of or interest on such mortgage revenue bonds.  Single family mortgage revenue bonds issued after 
December 31, 1980 were issued under Section 103A of the Code, which Section contains certain ongoing requirements relating to the 
use of the proceeds of such bonds in order for the interest on such bonds to retain its tax-exempt status.  In each case, the issuer of the 
bonds has agreed to comply with applicable requirements and bond counsel to such issuer has issued an opinion that the interest on the 
bonds is exempt from federal income tax under existing laws and regulations.  There can be no assurance that such ongoing 
requirements will be met.  The failure to meet these requirements could cause the interest on the bonds to become taxable, possibly 
retroactively from the date of issuance. 

 
Certain of the municipal securities in a Fund’s portfolio may be obligations of issuers whose revenues are primarily derived from 

mortgage loans to housing projects for low to moderate income families.  The ability of such issuers to make debt service payments 
will be affected by events and conditions affecting financed projects including, among other things, the achievement and maintenance 
of sufficient occupancy levels and adequate rental income, increases in taxes, employment and income conditions prevailing in local 
labor markets, utility costs, and other operating expenses, the managerial ability of project managers, changes in laws and 
governmental regulations, the appropriation of subsidies and social and economic trends affecting the localities in which the projects 
are located.  The occupancy of housing projects may be adversely affected by high rent levels and income limitations imposed under 
federal and state programs.  Like single-family mortgage revenue bonds, multi-family mortgage revenue bonds are subject to 
redemption and call features, including extraordinary mandatory redemption features, upon prepayment, sale, or non-origination of 
mortgage loans, as well as upon the occurrence of other events. 

 
Over 25% of the municipal securities in a Fund’s portfolio may be obligations of issuers whose revenues are primarily derived 

from the sale of electric energy.  Utilities are generally subject to extensive regulation by state utility commissions which, among other 
things, establish the rates which may be charged and the appropriate rate of return on an approved asset base.  The problems faced by 
such issuers include the difficulty in obtaining approval for timely and adequate rate increases from the governing public utility 
commission, the difficulty in financing large construction programs, the limitations on operations and increased costs and delays 
attributable to environmental considerations, increased competition, recent reductions in estimates of future demand for electricity in 
certain areas of the country, the difficulty of the capital market in absorbing utility debt, the difficulty in obtaining fuel at reasonable 
prices, and the effect of energy conservation.  In addition, some states have enacted renewable energy standards requiring utilities to 
supply a minimum amount of renewable energy, the cost of which could be higher than non-renewable sources, leading to potential 
decreased profits.  Many of such issuers have experienced some of these problems in varying degrees.  In addition, federal, state, and 
municipal governmental authorities may from time to time review existing and impose additional regulations governing the licensing, 
construction and operation of nuclear power plants, which may adversely affect the ability of the issuers of such bonds to make 
payments of principal and/or interest of such bonds. 

 
Over 25% of the municipal securities in a Fund’s portfolio may be university and college revenue obligations.  University and 

college revenue obligations are obligations of issuers whose revenues are derived mainly from tuition, dormitory revenues, grants, and 
endowments.  General problems faced by such issuers include declines in the number of students, possible inability to raise tuitions 
and fees, the uncertainty of continued receipt of federal grants and state funding, and government legislation or regulations which may 
adversely affect the revenues or costs of such issuers. 
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Certain of the municipal securities in a Fund’s portfolio may be Build America Bonds.  Build America Bonds are tax credit bonds 

created by the American Recovery and Reinvestment Act of 2009 (the “Recovery Act”), which authorized state and local governments 
to issue Build America Bonds as taxable bonds in 2009 and 2010, without volume limitations, to finance any capital expenditures for 
which such issuers could otherwise issue traditional tax-exempt bonds.  State and local governments may receive a direct federal 
subsidy payment for a portion of their borrowing costs on Build America Bonds equal to 35% of the total coupon interest paid to 
investors.  The state or local government issuer can elect to either take the federal subsidy or pass the 35% tax credit along to 
bondholders.  A Fund’s investments in Build America Bonds will result in taxable income and such Fund may elect to pass through to 
shareholders the corresponding tax credits.  The tax credits can generally be used to offset federal income taxes and the alternative 
minimum tax, but such credits are generally not refundable.  Build America Bonds involve similar risks as municipal bonds, including 
credit and market risk.  In particular, should a Build America Bond’s issuer fail to continue to meet the applicable requirements 
imposed on the bonds as provided by the Recovery Act, it is possible that such issuer may not receive federal cash subsidy payments, 
impairing the issuer’s ability to make scheduled interest payments.  They are intended to assist state and local governments in 
financing capital projects at lower borrowing costs and are likely to attract a broader group of investors than tax-exempt municipal 
bonds.  Although Build America Bonds were only authorized for 2009 and 2010, the program may result in reduced issuance of tax-
exempt municipal bonds.  The Build America Bond program may also be terminated by the U.S. Congress and the 35% tax credit may 
be reduced. 
 

Mortgage-Related Securities.  The Short-Intermediate Fund, the Income Fund, and the Balanced Fund may, consistent with their 
respective investment objectives and policies, invest in mortgage-related securities. 
 

Mortgage-related securities, for purposes of such Funds’ Prospectus and this SAI, represent pools of mortgage loans assembled for 
sale to investors by various governmental agencies such as Ginnie Mae and government related organizations such as Fannie Mae and 
Freddie Mac, as well as by non-governmental issuers such as commercial banks, savings and loan institutions, mortgage bankers, and 
private mortgage insurance companies.  Although certain mortgage-related securities are guaranteed by a third party or otherwise 
similarly secured, the market value of the security, which may fluctuate, is not so secured.  The value of a mortgage-related security 
may be lost if there is a decline in the market value of the security whether resulting from changes in interest rates or prepayments in 
the underlying mortgage collateral.  As with other interest bearing securities, the prices of such securities are inversely affected by 
changes in interest rates.  However, though the value of a mortgage-related security may decline when interest rates rise, the converse 
is not necessarily true, since in periods of declining interest rates the mortgages underlying the securities are prone to prepayment, 
thereby shortening the average life of the security and shortening the period of time over which income at the higher rate is received.  
Conversely, when interest rates are rising, the rate of prepayment tends to decrease, thereby lengthening the average life of the 
security and lengthening the period of time over which income at the lower rate is received.  For these and other reasons, a mortgage-
related security’s average maturity may be shortened or lengthened as a result of interest rate fluctuations and, therefore, it is not 
possible to predict accurately the security’s return to the Short-Intermediate Fund, the Income Fund, and the Balanced Fund.  In 
addition, regular payments received in respect of mortgage-related securities include both interest and principal.  No assurance can be 
given as to the return these Funds will receive when these amounts are reinvested. 
 

These Funds may also invest in mortgage-related securities which are collateralized mortgage obligations (“CMOs”) and real 
estate mortgage investment conduits (“REMICs”).  Certain CMOs and REMICs are issued by private issuers.  Mortgage-related 
securities will be purchased by a Fund only if rated at purchase BBB or better by Standard & Poor’s Corporation (“S&P”), Baa or 
better by Moody’s Investor Service, Inc. (“Moody’s”), or the equivalent rating or better by an NRSRO, or if unrated, considered by a 
Fund’s Adviser to present attractive opportunities and to be of comparable quality.   

 
In addition, privately issued mortgage-related securities do not have the backing of any U.S. government agency, instrumentality, 

or sponsored enterprise.  The seller or servicer of the underlying mortgage obligations generally will make representations and 
warranties to certificate-holders as to certain characteristics of the mortgage loans and as to the accuracy of certain information 
furnished to the trustee in respect of each such mortgage loan.  Upon a breach of any representation or warranty that materially and 
adversely affects the interests of the related certificate-holders in a mortgage loan, the seller or servicer generally will be obligated 
either to cure the breach in all material respects, to repurchase the mortgage loan or, if the related agreement so provides, to substitute 
in its place a mortgage loan pursuant to the conditions set forth therein.  Such a repurchase or substitution obligation may constitute 
the sole remedy available to the related certificate-holders or the trustee for the material breach of any such representation or warranty 
by the seller or servicer.  To provide additional investor protection, some mortgage-backed securities may have various types of credit 
enhancements, reserve funds, subordination provisions or other features. 

The extreme and unprecedented volatility and disruption that impacted the capital and credit markets in 2008-2010 have led to 
increased market concerns about Freddie Mac’s and Fannie Mae’s ability to withstand future credit losses associated with securities 
held in their investment portfolios, and on which they provide guarantees, without the direct support of the federal government.  On 
September 7, 2008, both Freddie Mac and Fannie Mae were placed under the conservatorship of the Federal Housing Finance Agency 
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(“FHFA”).  Under the plan of conservatorship, the FHFA has assumed control of, and generally has the power to direct, the operations 
of Freddie Mac and Fannie Mae, and is empowered to exercise all powers collectively held by their respective shareholders, directors, 
and officers, including the power to:  (i) take over the assets of and operate Freddie Mac and Fannie Mae with all the powers of the 
shareholders, the directors, and the officers of Freddie Mac and Fannie Mae and conduct all business of Freddie Mac and Fannie Mae; 
(ii) collect all obligations and money due to Freddie Mac and Fannie Mae; (iii) perform all functions of Freddie Mac and Fannie Mae 
which are consistent with the conservator’s appointment; (iv) preserve and conserve the assets and property of Freddie Mac and 
Fannie Mae; and (v) contract for assistance in fulfilling any function, activity, action, or duty of the conservator.  In addition, in 
connection with the actions taken by the FHFA, the U.S. Treasury Department (the “Treasury”) has entered into certain preferred 
stock purchase agreements with each of Freddie Mac and Fannie Mae which establish the Treasury as the holder of a new class of 
senior preferred stock in each of Freddie Mac and Fannie Mae, which stock was issued in connection with financial contributions from 
the Treasury to Freddie Mac and Fannie Mae.   

The conditions attached to the financial contribution made by the Treasury to Freddie Mac and Fannie Mae and the issuance of 
this senior preferred stock place significant restrictions on the activities of Freddie Mac and Fannie Mae.  Freddie Mac and Fannie 
Mae must obtain the consent of the Treasury to:  (i) make any payment to purchase or redeem its capital stock or pay any dividend 
other than in respect of the senior preferred stock; (ii) issue capital stock of any kind; (iii) terminate the conservatorship of the FHFA 
except in connection with a receivership; or (iv) increase its debt beyond certain specified levels.  In addition, significant restrictions 
are placed on the maximum size of each of Freddie Mac’s and Fannie Mae’s respective portfolios of mortgages and mortgage-backed 
securities portfolios, and the purchase agreements entered into by Freddie Mac and Fannie Mae provide that the maximum size of 
their portfolios of these assets must decrease by a specified percentage each year.  The future status and role of Freddie Mac and 
Fannie Mae could be impacted by (among other things) the actions taken and restrictions placed on Freddie Mac and Fannie Mae by 
the FHFA in its role as conservator, the restrictions placed on Freddie Mac’s and Fannie Mae’s operations and activities as a result of 
the senior preferred stock investment made by the Treasury, market responses to developments at Freddie Mac and Fannie Mae, and 
future legislative and regulatory action that alters the operations, ownership, structure, and/or mission of these institutions, each of 
which may, in turn, impact the value of, and cash flows on, any mortgage-backed securities guaranteed by Freddie Mac and Fannie 
Mae, including any such mortgage-backed securities held by the Fund.  

As a result of the economic recession that commenced in the U.S. in 2008, there is a heightened risk that the receivables and loans 
underlying the mortgage-related securities purchased by the Funds may suffer greater levels of default than was historically 
experienced.  
 

Certain debt securities such as, but not limited to, mortgage-backed securities, CMOs, asset-backed securities, and securitized loan 
receivables, as well as securities subject to prepayment of principal prior to the stated maturity date, are expected to be repaid prior to 
their stated maturity dates.  As a result, the effective maturity of these securities is expected to be shorter than the stated maturity.  For 
purposes of compliance with stated maturity policies and calculation of a Fund’s weighted average maturity, the effective maturity of 
such securities will be used.  Depending upon the prevailing market conditions, these Funds’ Advisers may cause a Fund to purchase 
debt securities at a discount from face value, which produces a yield greater than the coupon rate.  Conversely, if debt securities are 
purchased at a premium over face value, the yield will be lower than the coupon rate.  In making investment decisions, these Funds’ 
Advisers will consider many factors other than current yield, including the preservation of capital, maturity, and yield to maturity. 
 

Other Asset-Backed Securities.  The Short-Intermediate Fund, the Income Fund, and the Balanced Fund may also invest in 
interests in pools of receivables, such as motor vehicle installment purchase obligations (known as “Certificates of Automobile 
Receivables” or “CARs”) and credit card receivables (known as “Certificates of Amortizing Revolving Debts” or “CARDs”).  Such 
securities are generally issued as pass-through certificates, which represent undivided fractional ownership interests in the underlying 
pools of assets.  Such securities may also be debt instruments which are also known as collateralized obligations and are generally 
issued as the debt of a special purpose entity organized solely for the purpose of owning such assets and issuing such debt. 
 

Such securities are not issued or guaranteed by the U.S. government or its agencies or instrumentalities; however, the payment of 
principal and interest on such obligations may be guaranteed up to certain amounts and for a certain time period by a letter of credit 
issued by a financial institution (such as a bank or insurance company) unaffiliated with the issuers of such securities.  Asset-backed 
securities may be purchased by the Short-Intermediate Fund, the Income Fund, or the Balanced Fund only when rated BBB or better 
by S&P, Baa or better by Moody’s, or the equivalent rating or better by an NRSRO, or if unrated, considered by a Fund’s Adviser to 
be of comparable quality. 
 

Asset-backed securities held by the Short-Intermediate Fund, the Income Fund, or the Balanced Fund arise through the grouping 
by governmental, government-related, and private organizations of loans, receivables, and other assets originated by various lenders.  
Interests in pools of these assets differ from other forms of debt securities, which normally provide for periodic payment of interest in 
fixed amounts with principal paid at maturity or specified call dates.  Instead, asset-backed securities provide periodic payments which 
generally consist of both interest and principal payments.   
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The estimated life of an asset-backed security may vary with the prepayment experience of the underlying debt instruments.  The 

rate of such prepayments, and hence the life of an asset-backed security, will be a function of current market interest rates and other 
economic and demographic factors.  Since prepayment experience can vary, asset-backed securities may be a less effective vehicle for 
locking in high long-term yields.   

 
Generally, these securities do not have the benefit of the same security interest in the underlying collateral.  Credit card receivables 

generally are unsecured and the debtors are entitled to the protection of a number of state and federal consumer credit laws, many of 
which have given debtors the right to set off certain amounts owed on the credit cards, thereby reducing the balance due.  Most issuers 
of automobile receivables permit the servicers to retain possession of the underlying obligations.  If the servicer were to sell these 
obligations to another party, there is a risk that the purchaser would acquire an interest superior to that of the holders of the related 
automobile receivables.  In addition, because of the large number of vehicles involved in a typical issuance and technical requirements 
under state laws, the trustee for the holders of the automobile receivables may not have an effective security interest in all of the 
obligations backing such receivables.  Therefore, there is a possibility that recoveries on repossessed collateral may not, in some cases, 
be able to support payments on these securities.  

  
The recent and unprecedented disruption in the asset-backed securities markets have resulted in downward price pressures.  

Concerns over inflation, energy costs, geopolitical issues, the availability and cost of credit have contributed to increased volatility and 
diminished expectations for the economy and markets going forward, and have contributed to unemployment and significant asset 
write-downs by financial institutions.  These conditions have prompted a number of financial institutions to seek additional capital, to 
merge with other institutions and, in some cases, to fail.    
 

Hedging Instruments.  The Income Fund and the Short-Intermediate Fund may, consistent with their respective investment 
objectives and policies, invest up to 15% of their assets in derivatives and other hedging instruments and up to 40% of their assets in 
treasury futures to neutralize the impact of interest rate changes, as discussed more fully below. 
 

Options.  To the extent indicated above under “Hedging Instruments,” the Income Fund and the Short-Intermediate Fund may, 
consistent with their investment objectives and policies, purchase and sell call and put options on futures contracts for hedging 
purposes, in anticipation of the purchase of securities, or for liquidity management purposes.  Options may be used only for the 
purpose of reducing investment risk and not for speculative purposes.  The following discussion sets forth certain information relating 
to the types of options that such Funds may use, together with the risks that may be associated with their use. 
 

About Options on Securities.  A call option is a short-term contract under which the purchaser of the option, in return for a 
premium, has the right to buy the security underlying the option at a specified price at any time during the term of the option.  The 
writer of the call option, who receives the premium, has the obligation, upon exercise of the option during the option period, to deliver 
the underlying security against payment of the exercise price.  A put option is a similar contract that gives its purchaser, in return for a 
premium, the right to sell the underlying security at a specified price during the term of the option.  The writer of the put option, who 
receives the premium, has the obligation, upon exercise of the option during the option period, to buy the underlying security at the 
exercise price.  Options may be based on a security, a securities index, or a currency.  Options on securities are generally settled by 
delivery of the underlying security whereas options on a securities index or currency are settled in cash.  Options may be traded on an 
exchange or in the over-the-counter markets. 
 

Options Purchases.  Call options on securities may be purchased in order to fix the cost of a future purchase.  In addition, call 
options may be used as a means of participating in an anticipated advance of a security on a more limited risk basis than would be 
possible if the security itself were purchased.  In the event of a decline in the price of the underlying security, use of this strategy 
would serve to limit the amount of loss, if any, to the amount of the option premium paid.  Conversely, if the market price of the 
underlying security rises and the call is exercised or sold at a profit, that profit will be reduced by the amount initially paid for the call. 
 

Put options may be purchased in order to hedge against a decline in market value of a security held by the purchasing Fund.  The 
put effectively guarantees that the underlying security can be sold at the predetermined exercise price, even if that price is greater than 
the market value at the time of exercise.  If the market price of the underlying security increases, the profit realized on the eventual 
sale of the security will be reduced by the premium paid for the put option.  Put options may also be purchased on a security that is not 
held by the purchasing Fund in anticipation of a price decline in the underlying security.  In the event the market value of such 
security declines below the designated exercise price of the put, the purchasing Fund would then be able to acquire the underlying 
security at the market price and exercise its put option, thus realizing a profit.  In order for this strategy to be successful, however, the 
market price of the underlying security must decline so that the difference between the exercise price and the market price is greater 
than the option premium paid. 
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Option Writing.  Call options may be written (sold) by such Funds.  Generally, calls will be written only when, in the opinion of a 
Fund’s Adviser, the call premium received, plus anticipated appreciation in the market price of the underlying security up to the 
exercise price of the call, will be greater than the appreciation in the price of the underlying security. 
 

Put options may also be written.  This strategy will generally be used when it is anticipated that the market value of the underlying 
security will remain higher than the exercise price of the put option or when a temporary decrease in the market value of the 
underlying security is anticipated and, in the view of a Fund’s Adviser, it would not be appropriate to acquire the underlying security.  
If the market price of the underlying security rises or stays above the exercise price, it can be expected that the purchaser of the put 
will not exercise the option and a profit, in the amount of the premium received for the put, will be realized by the writer of the put.  
However, if the market price of the underlying security declines or stays below the exercise price, the put option may be exercised and 
the Fund that sold the put will be obligated to purchase the underlying security at a price that may be higher than its current market 
value.  All option writing strategies will be employed only if the option is “covered.”  For this purpose, “covered” means that, so long 
as the Fund that has written (sold) the option is obligated as the writer of a call option, it will (i) own the security underlying the 
option; or (ii) hold on a share-for-share basis a call on the same security, the exercise price of which is equal to or less than the 
exercise price of the call written.  In the case of a put option, the Fund that has written (sold) the put option will (y) maintain cash or 
cash equivalents in an amount equal to or greater than the exercise price; or (z) hold on a share-for share basis, a put on the same 
security as the put written provided that the exercise price of the put held is equal to or greater than the exercise price of the put 
written. 
 

Options on Securities Indices.  Options on securities indices may by used in much the same manner as options on securities.  Index 
options may serve as a hedge against overall fluctuations in the securities markets or market sectors, rather than anticipated increases 
or decreases in the value of a particular security.  Thus, the effectiveness of techniques using stock index options will depend on the 
extent to which price movements in the securities index selected correlate with price movements of the Fund to be hedged.  Options 
on stock indices are settled exclusively in cash. 
 

Risk Factors Relating to the Use of Options Strategies.  The premium paid or received with respect to an option position will 
reflect, among other things, the current market price of the underlying security, the relationship of the exercise price to the market 
price, the historical price volatility of the underlying security, the option period, supply and demand, and interest rates.  Moreover, the 
successful use of options as a hedging strategy depends upon the ability to forecast the direction of market fluctuations in the 
underlying securities, or in the case of index options, in the market sector represented by the index selected. 
 

Under normal circumstances, options traded on one or more of the several recognized options exchanges may be closed by 
effecting a “closing purchase transaction” (i.e., by purchasing an identical option with respect to the underlying security in the case of 
an option written and by selling an identical option on the underlying security in the case of an option purchased).  A closing purchase 
transaction will effectively cancel an option position, thus permitting profits to be realized on the position, to prevent an underlying 
security from being called from, or put to, the writer of the option or, in the case of a call option, to permit the sale of the underlying 
security.  A profit or loss may be realized from a closing purchase transaction, depending on whether the overall cost of the closing 
transaction (including the price of the option and actual transaction costs) is less or more than the premium received from the writing 
of the option.  It should be noted that in the event a loss is incurred in a closing purchase transaction, that loss may be partially or 
entirely offset by the premium received from a simultaneous or subsequent sale of a different call or put option.  Also, because 
increases in the market price of an option will generally reflect increases in the market price of the underlying security, any loss 
resulting from a closing purchase transaction is likely to be offset in whole or in part by appreciation of the underlying security held.  
Options will normally have expiration dates between three and nine months from the date written.  The exercise price of the options 
may be below, equal to, or above the current market values of the underlying securities at the time the options are written.  Options 
that expire unexercised have no value.  Unless an option purchased by a Fund is exercised or a closing purchase transaction is effected 
with respect to that position, a loss will be realized in the amount of the premium paid. 
 

Futures Contracts and Related Instruments.  To the extent indicated above under “Hedging Instruments,” the Income Fund and the 
Short-Intermediate Fund may use futures contracts and options on futures contracts to reduce the risks associated with the types of 
securities in which each is authorized to invest and/or in anticipation of future purchases.  A Fund may invest in futures-related 
instruments only for hedging purposes and not for speculation and only in a manner consistent with its investment objective and 
policies.  The following discussion sets forth certain information relating to the types of futures contracts that the Funds may use, 
together with some of the risks that may be associated with their use. 
 

About Futures Contracts and Options on Futures Contracts.  A futures contract is a bilateral agreement under which one party 
agrees to make, and the other party agrees to accept, delivery of the specified type of security or currency called for in the contract at a 
specified future time and at a specified price.  In practice, however, contracts relating to financial instruments or currencies are closed 
out through the use of closing purchase transactions before the settlement date and without delivery or the underlying security or 
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currency.  In the case of futures contracts based on a securities index, the contract provides for “delivery” of an amount of cash equal 
to the dollar amount specified multiplied by the difference between the value of the underlying index on the settlement date and the 
price at which the contract was originally fixed. 
 

Stock Index Futures Contracts.  The Income Fund and the Short-Intermediate Fund may sell stock index futures contracts in 
anticipation of a general market or market sector decline that may adversely affect the market values of securities held.  To the extent 
that securities held correlate with the index underlying the contract, the sale of futures contracts on that index could reduce the risk 
associated with a market decline.  Where a significant market or market sector advance is anticipated, the purchase of a stock index 
futures contract may afford a hedge against not participating in such advance at a time when a Fund is not fully invested.  This 
strategy would serve as a temporary substitute for the purchase of individual stocks which may later be purchased in an orderly 
fashion.  Generally, as such purchases are made, positions in stock index futures contracts representing equivalent securities would be 
liquidated. 
 

Futures Contracts on Debt Securities.  Futures contracts on debt securities, often referred to as “interest rate futures,” obligate the 
seller to deliver a specific type of debt security called for in the contract, at a specified future time.  A public market now exists for 
futures contracts covering a number of debt securities, including long-term U.S. Treasury bonds, ten-year U.S. Treasury notes, and 
three-month U.S. Treasury bills, and additional futures contracts based on other debt securities or indices of debt securities may be 
developed in the future.  Such contracts may be used to hedge against changes in the general level of interest rates.  For example, a 
Fund may purchase such contracts when it wishes to defer a purchase of a longer-term bond because short-term yields are higher than 
long-term yields.  Income would thus be earned on a short-term security and minimize the impact of all or part of an increase in the 
market price of the long-term debt security to be purchased in the future.  A rise in the price of the long-term debt security prior to its 
purchase either would be offset by an increase in the value of the contract purchased by the Fund or avoided by taking delivery of the 
debt securities underlying the futures contract.  Conversely, such a contract might be sold in order to continue to receive the income 
from a long-term debt security, while at the same time endeavoring to avoid part or all of any decline in market value of that security 
that would occur with an increase in interest rates.  If interest rates did rise, a decline in the value of the debt security would be 
substantially offset by an increase in the value of the futures contract sold. 

 
Options on Futures Contracts.  An option on a futures contract gives the purchaser the right, in return for the premium, to assume a 

position in a futures contract (a long position if the option is a call and a short position if the option is a put) at a specified price at any 
time during the period of the option.  The risk of loss associated with the purchase of an option on a futures contract is limited to the 
premium paid for the option, plus transaction cost.  The seller of an option on a futures contract is obligated to a broker for the 
payment of initial and variation margin in amounts that depend on the nature of the underlying futures contract, the current market 
value of the option, and other futures positions held by a Fund.  Upon exercise of the option, the option seller must deliver the 
underlying futures position to the holder of the option, together with the accumulated balance in the seller’s futures margin account 
that represents the amount by which the market price of the underlying futures contract exceeds, in the case of a call, or is less than, in 
the case of a put, the exercise price of the option involved.  If an option is exercised on the last trading day prior to the expiration date 
of the option, settlement will be made entirely in cash equal to the difference between the exercise price of the option and the value at 
the close of trading on the expiration date. 
 

Risk Considerations Relating to Futures Contracts and Related Instruments.  Participants in the futures markets are subject to 
certain risks.  Positions in futures contracts may be closed out only on the exchange on which they were entered into (or through a 
linked exchange) - no secondary market exists for such contracts.  In addition, there can be no assurance that a liquid market will exist 
for the contracts at any particular time.  Most futures exchanges and boards of trade limit the amount of fluctuation permitted in 
futures contract prices during a single trading day.  Once the daily limit has been reached in a particular contract, no trades may be 
made that day at a price beyond that limit.  It is possible that futures contract prices could move to the daily limit for several 
consecutive trading days with little or no trading, thereby preventing prompt liquidation of futures positions and subjecting some 
futures traders to substantial losses.  In such event, and in the event of adverse price movements, a Fund would be required to make 
daily cash payments of variation margin.  In such circumstances, an increase in the value of that portion of the securities being hedged, 
if any, may partially or completely offset losses on the futures contract. 
 

As noted above, there can be no assurance that price movements in the futures markets will correlate with the prices of the 
underlying securities positions.  In particular, there may be an imperfect correlation between movements in the prices of futures 
contracts and the market value of the underlying securities positions being hedged.  In addition, the market prices of futures contracts 
may be affected by factors other than interest rate changes and, as a result, even a correct forecast of interest rate trends might not 
result in a successful hedging strategy.  If participants in the futures market elect to close out their contracts through offsetting 
transactions rather than by meeting margin deposit requirements, distortions in the normal relationship between debt securities and the 
futures markets could result.  Price distortions could also result if investors in the futures markets opt to make or take delivery of the 
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underlying securities rather than engage in closing transactions because such trend might result in a reduction in the liquidity of the 
futures market.  In addition, an increase in the participation of speculators in the futures market could cause temporary price 
distortions. 
 

The risks associated with options on futures contracts are similar to those applicable to all options and are summarized above 
under the heading “Hedging Instruments:  Risk Factors Relating to the Use of Options Strategies.”  In addition, as is the case with 
futures contracts, there can be no assurance that (i) there will be a correlation between price movements in the options and those 
relating to the underlying securities; (ii) a liquid market for options held will exist at the time when a Fund may wish to effect a 
closing transaction; or (iii) predictions as to anticipated interest rate or other market trends on behalf of a Fund will be correct. 
 

Margin and Segregation Requirements Applicable to Futures-Related Transactions.  When a purchase or sale of a futures contract 
is made by a Fund, that Fund is required to deposit with its custodian (or broker, if legally permitted) a specified amount of cash or 
U.S. government securities (“initial margin”).  The margin required for a futures contract is set by the exchange on which the contract 
is traded and may be modified during the term of the contract.  The initial margin is in the nature of a performance bond or good faith 
deposit on the futures contract which is returned to the Fund upon termination of the contract, assuming all contractual obligations 
have been satisfied.  The Fund utilizing a futures contract would expect to earn interest income on its initial margin deposits.  A 
futures contract held by a Fund is valued daily at the official settlement price of the exchange on which it is traded.  Each day the Fund 
pays or receives cash, called “variation margin” equal to the daily change in value of the futures contract.  This process is known as 
“marking to market.”  Variation margin does not represent a borrowing or loan by the Fund but is instead a settlement between the 
Fund and the broker of the amount one would owe the other if the futures contract expired.  In computing daily net asset value, the 
Fund values its open futures positions at market. 

 
When purchasing a futures contract, a Fund will maintain, either with its custodian bank or, if permitted, a broker, and will mark-

to-market on a daily basis, cash, U.S. government securities, or other highly liquid securities that, when added to the amounts 
deposited with a futures commission merchant as margin, are equal to the market value of the futures contract.  Alternatively, a Fund 
may “cover” its position by purchasing a put option on the same futures contract with a strike price as high as or higher than the price 
of the contract held by the Fund.  When selling a futures contract, a Fund will similarly maintain liquid assets that, when added to the 
amount deposited with a futures commission merchant as margin, are equal to the market value of the instruments underlying the 
contract.  Alternatively, a Fund may “cover” its position by owning the instruments underlying the contract (or, in the case of an index 
futures contract, a Fund with a volatility substantially similar to that of the index on which the futures contract is based), or by holding 
a call option permitting a Fund to purchase the same futures contract at a price no higher than the price of the contract written by that 
Fund (or at a higher price if the difference is maintained in liquid assets with the Company’s custodian). 
 

When selling a call option on a futures contract, a Fund will maintain, either with its custodian bank or, if permitted, a broker, and 
will mark-to-market on a daily basis, cash, U.S. government securities, or other highly liquid securities that, when added to the 
amounts deposited with a futures commission merchant as margin, equal the total market value of the futures contract underlying the 
call option.  Alternatively, the Fund may cover its position by entering into a long position in the same futures contract at a price no 
higher than the strike price of the call option, by owning the instruments underlying the futures contract, or by holding a separate call 
option permitting the Fund to purchase the same futures contract at a price not higher than the strike price of the call option sold by the 
Fund. 
 

When selling a put option on a futures contract, a Fund will similarly maintain cash, U.S. government securities, or other highly 
liquid securities that equal the purchase price of the futures contract, less any margin on deposit.  Alternatively, the Fund may cover 
the position either by entering into a short position in the same futures contract, or by owning a separate put option permitting it to sell 
the same futures contract so long as the strike price of the purchased put option is the same or higher than the strike price of the put 
option sold by the Fund. 
 

Swap Agreements.  The Income Fund and the Short-Intermediate Fund may enter into swap agreements.  Swap agreements are 
two-party contracts entered into primarily by institutional investors for periods ranging from a few weeks to more than one year.  In a 
standard “swap” transaction, two parties agree to exchange the returns (or differentials in rates of return) earned or realized on 
particular predetermined investments or instruments, which may be adjusted for an interest factor.  The gross returns to be exchanged 
or “swapped” between the parties are generally calculated with respect to a “notional amount,” that is, the return on or increase in 
value of a particular dollar amount invested at a particular interest rate, or in a “basket” of securities representing a particular index.  
In the case of a credit default swap (“CDS”), the contract gives one party (the buyer) the right to recoup the economic value of a 
decline in the value of debt securities of the reference issuer if the credit event (a downgrade or default) occurs.  This value is obtained 
by delivering a debt security of the reference issuer to the party in return for a previously agreed payment from the other party 
(frequently, the par value of the debt security).  A swap option is a contract that gives a counterparty the right (but not the obligation) 
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to enter into a new swap agreement or to shorten, extend, cancel, or otherwise modify an existing swap agreement, at some designated 
future time on specified terms.  These Funds may write (sell) and purchase put and call swap options. 
 

Certain swap agreements entered into by these Funds (but generally not CDSs) would calculate the obligations of the parties to the 
agreement on a “net basis.”  Consequently, a Fund’s current obligations (or rights) under a swap agreement would be equal only to the 
net amount to be paid or received under the agreement based on the relative values of the positions held by each party to the 
agreement (the “net amount”).  A Fund’s current obligations under such a swap agreement will be accrued daily (offset against any 
amounts owed to the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will be covered by the segregation 
of liquid assets to avoid any potential leveraging.  Obligations under swap agreements so covered will not be construed to be “senior 
securities” for purposes of a Fund’s investment restriction concerning senior securities.  Other swap agreements, such as CDSs, may 
require initial premium (discount) payments as well as periodic payments (receipts) related to the interest leg of the swap or to the 
default of a reference obligation.  A Fund will segregate assets necessary to meet any accrued payment obligations when it is the buyer 
of CDS.  In cases where either Fund is a seller of a CDS, if the CDS is physically settled, the Fund will be required to segregate the 
full notional amount of the CDS. 
 

Because swap agreements are two party contracts and because they may have terms of greater than seven days, the “net amount” 
of a swap agreement may be considered to be illiquid.  Moreover, the Funds bear the counterparty risk, i.e., risk of loss of the amount 
expected to be received under a swap agreement in the event of the default or bankruptcy of a swap agreement counterparty.  The 
Funds will only enter into swap agreements with counterparties that meet the Funds’ standard of creditworthiness (generally, such 
counterparties would have to be eligible counterparties under the terms of the Funds’ repurchase agreement guidelines).  Certain 
restrictions imposed on the Funds by the Code may limit these Funds’ ability to use swap agreements. 
 

Depending on the terms of the particular option agreement, a Fund will generally incur a greater degree of risk when it writes a 
swap option than it will incur when it purchases a swap option.  When a Fund purchases a swap option, it risks losing only the amount 
of the premium it has paid should it decide to let the option expire unexercised.  However, when a Fund writes a swap option, the 
Fund will become obligated, upon exercise of the option, to the terms of the underlying agreement. 
 

The swaps market is a relatively new market and is largely unregulated.  Most swap agreements are exempt from most provisions 
of the Commodity Exchange Act of 1936, as amended (the “CEA”), and, therefore, are not regulated as futures or commodity option 
transactions under the CEA, pursuant to regulations approved by the Commodity Futures Trading Commission (“CFTC”).  It is 
possible that developments in the swaps market, including potential government regulation, could adversely affect a Fund’s ability to 
terminate existing swap agreements or to realize amounts to be received under such agreements. 
 

As noted above, a Fund may enter into CDSs for investment purposes.  If a Fund is a seller of a CDS contract, the Fund would be 
required to pay the par (or other agreed upon) value of a referenced debt obligation to the counterparty in the event of a default or 
other credit event by the reference issuer, such as a U.S. or foreign corporate issuer, with respect to debt obligations.  In return, a Fund 
would receive from the counterparty a periodic stream of payments over the term of the contract provided that no event of default has 
occurred.  If no default occurs, a Fund would keep the stream of payments and would have no payment obligations.  As the seller, a 
Fund would be subject to investment exposure on the notional amount of the swap. 
 

If a Fund is a buyer of a CDS contract, the Fund would have the right to deliver a referenced debt obligation and receive the par (or 
other agreed-upon) value of such debt obligation from the counterparty in the event of a default or other credit event (such as a credit 
downgrade) by the reference issuer, such as a U.S. or foreign corporation, with respect to its debt obligations.  In return, the Fund 
would pay the counterparty a periodic stream of payments over the term of the contract provided that no event of default has occurred.  
If no default occurs, the counterparty would keep the stream of payments and would have no further obligations to the Fund.  If a Fund 
is a seller of a CDS contract, the Fund would be required to pay the par (or other agreed-upon) value of a referenced debt obligation to 
the counterparty in the event of a default by a third party, such as a U.S. or foreign corporate issuer, on the debt obligation.  In return, 
the Fund would receive from the counterparty a periodic stream of payments over the term of the contract provided that no event of 
default has occurred.  If no default occurs, the Fund would keep the stream of payments and would have no payment obligations.  As 
the seller, the Fund would be subject to investment exposure on the notional amount of the swap. 
 

These Funds may enter into interest rate swaps.  Interest rate swaps, in their most basic form, involve the exchange by a Fund with 
another party of their respective commitments to pay or receive interest.  For example, a Fund might exchange its right to receive 
certain floating rate payments in exchange for another party’s right to receive fixed rate payments.  Interest rate swaps can take a 
variety of other forms, such as agreements to pay the net differences between two different interest indexes or rates, even if the parties 
do not own the underlying instruments.  Despite their differences in form, the function of interest rate swaps is generally the same:  to 
increase or decrease a Fund’s exposure to fluctuations in long-or short-term interest rates.  For example, a Fund may enter into a swap 



14 
 

transaction to preserve a return or spread on a particular investment or a portion of its Fund or to protect against any increase in the 
price of securities the Fund anticipates purchasing at a later date. 
 

The use of CDSs and interest rate swaps, like all swap agreements, is subject to certain risks.  If a counterparty’s creditworthiness 
declines, the value of the swap would likely decline.  Moreover, there is no guarantee that a Fund could eliminate its exposure under 
an outstanding swap agreement by entering into an offsetting swap agreement with the same or another party. 
 

These Funds may enter into total return swaps.  Total return swaps are used either as substitutes for owning the physical securities 
that comprise a given market index or as a means of obtaining non-leveraged exposure in markets where no physical securities are 
available, such as an interest rate index.  Total return refers to the payment (or receipt) of an index’s total return, which is then 
exchanged for the receipt (or payment) of a floating interest rate.  Total return swaps provide a Fund with the additional flexibility of 
gaining exposure to a market or sector index by using the most cost-effective vehicle available. 
 

These Funds may enter into equity swaps.  In an equity swap, payments on one or both sides are linked to the performance of 
equities or an equity index.  Equity swaps are normally used to (i) initiate and maintain long or short equity exposures either in an 
index or a specific stock Fund; (ii) temporarily eliminate exposure to an equity Fund without disturbing the underlying equity position; 
or (iii) increase, reduce, or eliminate market exposure to a single issue or a narrow stock Fund or obtain greater diversification for a 
limited period of time without disturbing an underlying position. 

 
The Funds bear the risk of loss of the amount expected to be received under a swap agreement in the event of the default or 

bankruptcy of a swap agreement counterparty.  If such a default occurs, a Fund will have contractual remedies pursuant to the swap 
agreements, but such remedies may be subject to bankruptcy and insolvency laws which could affect a Fund’s right as a creditor. 

 
The swap market has grown substantially in recent years with a large number of banks and investment banking firms acting both 

as principals and as agents utilizing standardized swap documentation.  As a result, the swap market has become relatively liquid in 
comparison with the markets for other similar instruments which are traded in the OTC market.  For purposes of applying these 
Funds’ investment policies and restrictions (as stated in the Prospectus and this SAI), swap agreements are generally valued by the 
Funds at market value.  The manner in which certain securities or other instruments are valued by the Funds for purposes of applying 
investment policies and restrictions may differ from the manner in which those investments are valued by other types of investors.   
 

Securities of Other Investment Companies.  Each Fund may invest in securities issued by other investment companies as permitted 
by the Investment Company Act of 1940, as amended (the “1940 Act”).  As a shareholder of another investment company, a Fund 
would bear, along with other shareholders, its pro rata portion of that company’s expenses, including advisory fees.  These expenses 
would be in addition to the advisory and other expenses that such Fund bears directly in connection with its own operations.  
Investment companies in which a Fund may invest may also impose a sales or distribution charge in connection with the purchase or 
redemption of their shares and other types of commissions or charges.  Such charges will be payable by that Fund and, therefore, will 
be borne directly by shareholders. 
 

Income Participation Loans.  The Short-Intermediate Fund, the Income Fund, and the Balanced Fund may make or acquire 
participations in privately negotiated loans to borrowers.  Frequently, such loans have variable interest rates and may be backed by a 
bank letter of credit; in other cases they may be unsecured.  Such transactions may provide an opportunity to achieve higher yields 
than those that may be available from other securities offered and sold to the general public. 
 

Privately arranged loans, however, will generally not be rated by a credit rating agency and will normally be liquid, if at all, only 
through a provision requiring repayment following demand by the lender.  Such loans made by the Short-Intermediate Fund, the 
Income Fund, and the Balanced Fund may have a demand provision permitting such Fund to require repayment within seven days.  
Participation in such loans, however, may not have such a demand provision and may not be otherwise marketable.  To the extent 
these securities are not readily marketable, they will be subject to a Fund’s 5% limitation on investments in illiquid securities.  
Recovery of an investment in any such loan that is illiquid and payable on demand will depend on the ability of the borrower to meet 
an obligation for full repayment of principal and payment of accrued interest within the demand period, normally seven days or less 
(unless such Fund determines that a particular loan issue, unlike most such loans, has a readily available market).  As it deems 
appropriate, the Company’s Board of Directors (the “Board of Directors” or “Board”) will establish procedures to monitor the credit 
standing of each such borrower, including its ability to honor contractual payment obligations. 
 

The Short-Intermediate Fund, the Income Fund, and the Balanced Fund will purchase income participation loans only if such 
instruments are, in the opinion of each Fund’s Adviser, of comparable quality to debt securities rated BBB or better by S&P, Baa or 
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better by Moody’s, or the equivalent rating or better by an NRSRO.  None of these Funds will invest more than 5% of its assets in 
such securities. 
 

Other Loans.  In order to generate additional income, each Fund may, from time to time, lend its portfolio securities to broker-
dealers, banks, or institutional borrowers of securities.  A Fund must receive 100% collateral in the form of cash or U.S. government 
securities.  This collateral will be valued daily by the lending Fund’s Adviser.  Should the market value of the loaned securities 
increase, the borrower must furnish additional collateral to that Fund.  During the time portfolio securities are on loan, the borrower 
pays that Fund any dividends or interest received on such securities.  Loans are subject to termination by such Fund or the borrower at 
any time.  While a Fund does not have the right to vote securities on loan, each Fund intends to terminate the loan and regain the right 
to vote if that is considered important with respect to the investment (see the Funds’ Proxy Voting Policies and Procedures contained 
in Appendix B to this SAI).  In the event the borrower would default in its obligations, such Fund bears the risk of delay in recovery of 
the portfolio securities and the loss of rights in the collateral.  A Fund will enter into loan agreements only with broker-dealers, banks 
or other institutions that the Fund’s Adviser has determined are creditworthy under guidelines established by the Board of Directors. 
 

Repurchase Agreements.  Securities held by each of the Funds may be subject to repurchase agreements.  Under the terms of a 
repurchase agreement, a Fund would acquire securities from member banks of the FDIC and/or registered broker-dealers which the 
applicable Fund’s Adviser deems credit-worthy under guidelines approved by the Board of Directors, subject to the seller’s agreement 
to repurchase such securities at a mutually agreed-upon date and price.  The repurchase price would generally equal the price paid by a 
Fund plus interest negotiated on the basis of current short-term rates, which may be more or less than the rate on the underlying 
portfolio securities.  Securities subject to repurchase agreements will be of the same type and quality as those in which such Fund may 
invest directly.  The seller under a repurchase agreement will be required to continually maintain the value of collateral held pursuant 
to the agreement at not less than the repurchase price (including accrued interest) plus the transaction costs, including loss of interest, 
that such Fund reasonably could expect to incur if the seller defaults.  This requirement will be continually monitored by the Advisers 
of the Funds which are parties to these agreements, and if the seller were to default on its repurchase obligation or become insolvent, a 
Fund holding such obligation would suffer a loss to the extent that the proceeds from a sale of the underlying portfolio securities were 
less than the repurchase price under the agreement, or to the extent that the disposition of such securities by such Fund were delayed 
pending court action.  Additionally, there is no controlling legal precedent confirming that a Fund would be entitled, as against a claim 
by such seller or its receiver or trustee in bankruptcy, to retain the underlying securities, although the Board of Directors believes that, 
under the regular procedures normally in effect for custody of a Fund’s securities subject to repurchase agreements and under federal 
laws, a court of competent jurisdiction would rule in favor of the Company if presented with the question.  Securities subject to 
repurchase agreements will be held by that Fund’s custodian or another qualified custodian or in the Federal Reserve/Treasury book 
entry system.  Repurchase agreements are considered to be loans by a Fund under the 1940 Act. 
 

Reverse Repurchase Agreements.  Each of the Funds may borrow funds for temporary purposes by entering into reverse 
repurchase agreements in accordance with that Fund’s investment restrictions.  Under these agreements, a Fund sells portfolio 
securities to financial institutions such as banks and broker-dealers, and agree to repurchase the securities at a mutually agreed-upon 
date and price.  Each Fund intends to enter into reverse repurchase agreements only to avoid otherwise selling securities during 
unfavorable market conditions to meet redemptions.  At the time a Fund enters into a reverse repurchase agreement, it will place in a 
segregated custodial account assets such as U.S. government securities or other liquid, high grade debt securities consistent with such 
Fund’s investment restrictions having a value equal to the repurchase price (including accrued interest), and that Fund’s Adviser will 
subsequently continually monitor the account to ensure that such equivalent value is maintained at all times.  Reverse repurchase 
agreements involve the risk that the market value of the securities sold by a Fund may decline below the price at which a Fund is 
obligated to repurchase the securities and that the buyer may default on its obligation to sell such securities back to a Fund.  Reverse 
repurchase agreements are considered to be borrowings by a Fund under the 1940 Act. 
 

Except as otherwise disclosed to the shareholders (“Shareholders”) of a Fund, the Company will not execute portfolio transactions 
through, acquire portfolio securities issued by, make savings deposits in, or enter into repurchase or reverse repurchase agreements 
with the Advisers, the Company’s Co-Administrators, or their affiliates, and will not give preference to the Advisers’ correspondents 
with respect to such transactions, securities, savings deposits, repurchase agreements, and reverse repurchase agreements. 
 

Illiquid Securities.  Each Fund may invest up to 5% of its net assets in illiquid securities (i.e., securities that cannot be disposed of 
within seven days in the normal course of business at approximately the amount at which the Fund has valued the securities (“Illiquid 
Securities”)).  The Board of Directors has the ultimate authority to determine which securities are liquid or illiquid for purposes of this 
limitation.  Certain securities (“restricted securities”) exempt from registration or issued in transactions exempt from registration under 
the Securities Act of 1933, as amended (the “Securities Act”) (securities that may be resold pursuant to Rule 144A or Regulation S 
under the Securities Act), may be considered liquid.  The Board has delegated to the Advisers the day-to-day determination of the 
liquidity of a security, although it has retained oversight and ultimate responsibility for such determinations.  Although no definite 
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quality criteria are used, the Board of Directors has directed the Advisers to consider such factors as (i) the nature of the market for a 
security (including the institutional private or international resale market), (ii) the terms of the securities or other instruments allowing 
for the disposition to a third party or the issuer thereof (e.g., certain repurchase obligations and demand instruments), (iii) the 
availability of market quotations (e.g., for securities quoted in PORTAL Market), and (iv) other permissible relevant factors.  Certain 
securities, such as repurchase obligations maturing in more than seven days, are currently considered illiquid. 
 

Restricted securities may be sold only in privately negotiated or other exempt transactions, qualified non-U.S. transactions, such as 
under Regulation S, or in a public offering for which a registration statement is in effect under the Securities Act.  Where registration 
is required, a Fund may be obligated to pay all or part of the registration expenses and a considerable time may elapse between the 
decision to sell and the sale date.  If, during such period, adverse market conditions were to develop, that Fund might obtain a less 
favorable price than prevailed when it decided to sell.  Restricted securities will be priced at fair value as determined in good faith by 
the Board of Directors.  If, through the appreciation of Illiquid Securities or the depreciation of liquid securities, a Fund is in a position 
where more than 5% of the value of its net assets is invested in illiquid assets, including restricted securities which are not readily 
marketable, that Fund will take such steps as it deems advisable, if any, to reduce the percentage of such securities to 5% or less of the 
value of its net assets. 

 
Temporary Defensive Positions.  During temporary defensive periods as determined by the Advisers, as appropriate, each Fund 

may hold up to 100% of its total assets in high-quality short-term obligations including domestic bank certificates of deposit, bankers’ 
acceptances, repurchase agreements secured by bank instruments, Treasury securities, government issued securities, and money 
market securities.  To the extent that a Fund invests in these obligations, such Fund may not achieve its investment objective. 

 
Over-the-Counter Market.  The Balanced Fund, the Core Equity Fund, the Growth Opportunities Fund, the Small Company Fund, 

and the Large Cap Fund may each invest in common stocks, some of which will be traded in the over-the-counter market.  In contrast 
to the securities exchanges, the over-the-counter market is not a centralized facility which limits trading activity to securities of 
companies which initially satisfy specified standards.  Any security can be traded in the over-the-counter market as long as a broker-
dealer is willing to make a market in the security.  Because there are no minimum requirements for a company’s assets or earnings or 
the number of its stockholders in order for its stock to be traded over-the-counter, there is great diversity in the size and profitability of 
companies whose stocks trade in this market, ranging from relatively small little-known companies to well-established corporations.  
When a Fund disposes of such a stock, it may have to offer the shares at a discount from recent prices or sell the shares in small lots 
over an extended period of time. 
 

Small and Medium Capitalization Companies.  The Growth Opportunities Fund, the Small Company Fund, and the Large Cap 
Fund may invest in securities issued by companies with relatively smaller or medium capitalizations.  Securities issued by companies 
with relatively smaller or medium market capitalizations in general present greater risks than securities issued by companies with 
larger market capitalization and may be subject to large, abrupt, or erratic fluctuations in price due, in part, to such factors as the 
issuer’s dependence upon key personnel, the lack of internal resources, the inability to obtain funds from external sources, and 
dependence on a new product or service for which there is no firmly established market.  An emphasis on smaller and medium-
capitalization companies may result in even greater risk than is inherent in other equity investment alternatives.  These Funds will 
likely have somewhat greater volatility than the stock market generally, as measured by the S&P 500 Index. 
 

Under normal market conditions, the Small Company Fund intends to invest at least 80% of its total assets in common stocks and 
securities convertible into common stocks (such as convertible bonds, convertible preferred stocks, warrants, options, and rights) 
issued by companies having small market capitalization, as defined in the Prospectus. 
 
Investment Restrictions 
 

Fundamental Restrictions 
 

Each Fund’s investment objective is a fundamental policy and may not be changed without a vote of the holders of a majority of 
such Fund’s outstanding Shares.  In addition, the following investment restrictions may be changed with respect to a particular Fund 
only by a vote of the majority of the outstanding Shares of that Fund (as defined under “ADDITIONAL INFORMATION – Vote of a 
Majority of the Outstanding Shares”). 
 

Each Fund will not purchase securities of any one issuer, other than obligations issued or guaranteed by the U.S. government or its 
agencies or instrumentalities, if, immediately after such purchase:  (i) more than 5% of the value of such Fund’s total assets would be 
invested in such issuer; or (ii) such Fund would hold more than 10% of the outstanding voting securities of such issuer, except that up 
to 25% of the value of a Fund’s total assets may be invested without regard to such limitations.  There is no limit to the percentage of 
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assets that may be invested in U.S. Treasury bills, notes, or other obligations issued or guaranteed by the U.S. government or its 
agencies or instrumentalities. 
 

None of the Funds will:  
 

1.  Purchase any securities which would cause more than 25% of the value of a Fund’s total assets at the time of purchase to be 
invested in securities of one or more issuers conducting their principal business activities in the same industry, provided that:  (i) there 
is no limitation with respect to obligations issued or guaranteed by the U.S. government or its agencies or instrumentalities, and 
repurchase agreements secured by obligations of the U.S. government or its agencies or instrumentalities; (ii) wholly-owned finance 
companies will be considered to be in the industries of their parents if their activities are primarily related to financing the activities of 
their parents; and (iii) utilities will be divided according to their services i.e., gas, gas transmission, electric, and telephone will each 
be considered a separate industry; 
 

2.  Borrow money or issue senior securities, except that each Fund may borrow from banks or enter into reverse repurchase 
agreements for temporary purposes in amounts up to 10% of the value of its total assets at the time of such borrowing; or mortgage, 
pledge, or hypothecate any assets, except in connection with any such borrowing and in amounts not in excess of the lesser of the 
dollar amounts borrowed or 10% of the value of such Fund’s total assets at the time of its borrowing.  A Fund will not purchase 
securities while its borrowings (including reverse repurchase agreements) exceed 5% of its total assets; and 
 

3.  Make loans, except that each Fund may purchase or hold debt instruments and lend portfolio securities in accordance with its 
investment objective and policies, and may enter into repurchase agreements as described above. 
 

The Short-Intermediate Fund, the Income Fund, the Balanced Fund, the Core Equity Fund, the Small Company Fund, and the 
Large Cap Fund may not: 
 

1.  Purchase securities on margin, except for use of short-term credit necessary for clearance of purchases of portfolio securities; 
 
2. Engage in any short sales;  

 
3. Underwrite the securities issued by other persons, except to the extent that a Fund may be deemed to be an underwriter under 

certain securities laws in the disposition of restricted securities; 
 
4. Purchase or sell commodities or commodities contracts, unless and until disclosed in the current Prospectus of such Fund; 

and 
 
5. Purchase or sell real estate (although investments in marketable securities of companies engaged in such activities are not 

prohibited by this restriction). 
 

The Growth Opportunities Fund may not:  
 

1.  Act as an underwriter or distributor of securities other than Shares of the Fund (to the extent permitted by the 1940 Act) 
except to the extent that the Fund’s participation as part of a group in bidding or by bidding alone, for the purchase of 
permissible investments directly from an issuer or selling shareholders for the Fund’s own portfolio may be deemed an 
underwriting, and except to the extent that the Fund may be deemed an underwriter under the Securities Act, by virtue of 
disposing of portfolio securities; 

 
2.  Purchase or sell commodities or commodities contracts unless acquired as a result of ownership of securities or other 

instruments (but this shall not prevent the Fund from engaging in transactions involving foreign currencies, futures contracts, 
options on futures contracts or options, or from investing in securities or other instruments backed by physical commodities); 
and 

 
3.  Purchase or sell real estate (although investments in marketable securities of companies engaged in such activities are not 

prohibited by this restriction). 
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Non-Fundamental Restrictions 
 

The following additional investment restrictions may be changed by the Board of Directors without the vote of a majority of the 
outstanding Shares of a Fund: 
 

No Fund may:  
 
1.  Purchase or otherwise acquire any securities if, as a result, more than 5% of that Fund’s net assets would be invested in 

Illiquid Securities; and  
 
2.  Purchase securities of other investment companies except (i) to the extent permitted by the 1940 Act and the rules, 

regulations, and orders adopted thereunder, or (ii) in connection with a merger, consolidation, acquisition, or reorganization. 
 

The Short-Intermediate Fund, the Income Fund, the Balanced Fund, the Core Equity Fund, and the Small Company Fund may not 
purchase participations or direct interests in oil, gas, or other mineral exploration or development programs (although investments by 
such Funds in marketable securities of companies engaged in such activities are not prohibited in this restriction).   

 
The Growth Opportunities Fund may not:  

 
1.  Purchase securities on margin (except to obtain such short-term credits as are necessary for the clearance of purchases and 

sales of securities) or participate in a joint trading account; provided, however, the Fund may (i) purchase or sell futures 
contracts, (ii) make initial and variation margin payments in connection with purchases or sales of futures contracts or 
options on futures contracts, (iii) write or invest in put or call options on securities and indexes, and (iv) engage in foreign 
currency transactions.  (The “bunching” of orders for the sale or purchase of marketable portfolio securities with other 
accounts under the management of the Growth Opportunities Fund’s Adviser, to save brokerage costs on average prices 
among them is not deemed to result in a securities trading account.); 

 
2. Engage in any short sales.  
 

Portfolio Turnover  
 

The portfolio turnover rate for each of the Funds is calculated by dividing the lesser of a Fund’s purchases or sales of portfolio 
securities for the year by the monthly average value of the portfolio securities.  The U.S. Securities and Exchange Commission (the 
“SEC”) requires that the calculation exclude all securities whose remaining maturities at the time of acquisition were one year or less.  
The portfolio turnover rate may vary greatly from year to year as well as within a particular year, and may also be affected by cash 
requirements for redemptions of Shares.  Portfolio turnover will not be a limiting factor in making investment decisions. 

 
For the fiscal year ended March 31, 2011, the Balanced Fund’s portfolio turnover was 34% of the average value of the portfolio, 

which lowered from 70% for the fiscal year ended March 31, 2010.  The turnover rate for the fiscal year ended March 31, 2010 was 
the result of asset allocation and sector allocation changes in the Balanced Fund’s investment strategy.  The turnover rate was lower 
for the fiscal year ended March 31, 2011 as the Balanced Fund’s asset allocation and sector allocation strategies remained consistent 
throughout the year. 

 
NET ASSET VALUE 

 
As indicated in the Prospectus, the net asset value (“NAV”) of each Fund is determined and the Shares of each Fund are priced 

each business day at the regularly scheduled close of trading on the New York Stock Exchange (“NYSE”) (typically 4 p.m. Eastern 
Time), or as of the close of the business day, whichever time is earlier.  Currently, the following holidays are observed by the Funds:  
New Year’s Day, Martin Luther King Jr. Day, President’s Day, Good Friday, Memorial Day, Independence Day, Labor Day, 
Thanksgiving Day, and Christmas Day. 

 
Each Fund calculates its NAV as follows:  

 
NAV= (Value of Fund Assets) — (Fund Liabilities)  

Number of Outstanding Shares 
 

Securities that are listed or traded on a stock exchange or the NASDAQ or National Market System (“NMS”), are valued at the 
closing price, if available, on the exchange or market where the security is principally traded (including the NASDAQ Official 
Closing Price for the Financial Industry Regulatory Authority (“FINRA”) traded securities).  Where quotations are not readily 
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available or are deemed unreliable, the Funds’ investments are valued at fair value as determined by management in good faith using 
methods approved by the Directors.  Debt securities which will mature in more than 60 days are valued at prices furnished by a pricing 
service approved by the Directors subject to review and determination of the appropriate price by the Company, whenever a furnished 
price is significantly different from the previous day’s furnished price.  Securities which will mature in 60 days or less are valued at 
amortized cost, which under normal market conditions approximates market value.  In making such valuations, the pricing service 
utilizes dealer-supplied valuations which take into account appropriate factors such as institutional-size trading in similar groups of 
securities, yield, quality, coupon rate, maturity, type of issue, trading characteristics, and other market data, without exclusive reliance 
upon quoted prices or exchange or over-the-counter prices, since such valuations are believed to reflect more accurately the fair value 
of such securities.  Short-term obligations are valued at amortized cost, which constitutes fair value as determined by the Board of 
Directors.  Futures contracts are normally valued at the settlement price on the exchange on which they are traded.  Fund securities 
(other than short-term obligations) for which there are no such valuations are valued at fair value as determined in good faith under the 
direction of the Board of Directors. 
 

Generally, trading in foreign securities, as well as U.S. government securities and certain cash equivalents and repurchase 
agreements, is substantially completed each day at various times prior to the close of the NYSE.  The values of such securities used in 
computing the net asset value of the Shares of the Funds are determined as of such times.  Prices of foreign securities denominated in 
foreign currency will be converted into U.S. dollar equivalents using the daily rate of exchange at the time of NAV calculation.  
Occasionally, events affecting the value of securities may occur between the times at which they are determined and at the close of the 
NYSE, which will not be reflected in the computation of NAV.  If during such periods, events occur which materially affect the value 
of such securities, the securities will be valued at their fair market value as determined by management in good faith using methods 
approved by the Directors. 
 

For purposes of determining the NAV per Share of each Fund, all assets and liabilities initially expressed in foreign currencies will 
be converted into U.S. dollars at the mean between the bid and offer prices of such currencies against U.S. dollars furnished by a 
pricing service approved by the Directors. 
 

A Fund’s NAV per share will be calculated separately from the per Share NAV of the other Funds of the Company.  “Assets 
belonging to” a Fund consist of the consideration received upon the issuance of Shares of the particular Fund together with all net 
investment income, earnings, profits, realized gains/losses, and proceeds derived from the investment thereof, including any proceeds 
from the sale of such investments, any funds or payments derived from any reinvestment of such proceeds, and a portion of any 
general assets of the Company not belonging to a particular Fund.  Each Fund will be charged with the direct liabilities of that Fund 
and with a share of the general liabilities of all of the Company’s Funds. 
 

ADDITIONAL PURCHASE, REDEMPTION, AND EXCHANGE INFORMATION 
 

Purchases.  Shares of the Funds are sold on a continuous basis by the Funds’ distributor, Northern Lights Distributors, LLC (the 
“Distributor”), and the Shares may be purchased either directly from the Funds or through banks or certain other institutions.  
Investors purchasing Shares of the Funds may include officers, Directors, or employees of the Advisers or their correspondent or 
affiliated banks. 
 

Customers of First National Bank of Omaha (“First National”) or its correspondent or affiliated banks (collectively, the “Banks”) 
may purchase Shares in connection with the requirements of their qualified accounts maintained at the Banks. 
 

Shares of the Funds purchased through the Banks acting in a fiduciary, advisory, custodial, or other similar capacity on behalf of 
customers will normally be held of record by the Banks.  With respect to Shares of the Funds so sold, it is the responsibility of the 
particular Bank to transmit purchase or redemption orders to the Company and to deliver federal funds for purchase on a timely basis.  
Beneficial ownership of Shares will be recorded by the Banks and reflected in the account statements provided by the Banks to their 
customers.  A Bank will exercise voting authority for those Shares for which it is granted authority by the customer. 
 

The Banks and other institutions may impose particular customer account requirements in connection with investments in the 
Funds, such as minimum account size or minimum account thresholds above which excess cash balances may be invested in Fund 
Shares.  In addition, depending on the terms of the particular account used to purchase Shares of the Funds, the Banks or other 
institutions may impose charges against the account.  These charges could include asset allocation fees, account maintenance fees, 
sweep fees, compensatory balance requirements, transaction charges or other charges based upon account transactions, assets or 
income.  The charges will reduce the net return on an investment in a Fund.  Investors should contact their institutions with respect to 
these fees and the particular institution’s procedures for purchasing or redeeming Shares.  The Prospectus and this SAI should be read 
in conjunction with any such information received from the Banks or the institutions. 
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Exchanges.  If Shares are purchased through a Bank or other institution, the Shares may be exchanged only in accordance with that 
account’s instructions and procedures. 
 

Redemptions.  If a customer has agreed with a Bank to maintain a minimum balance in his or her account with the Bank, and the 
balance in that account falls below that minimum, the customer may be obligated to redeem, or the Bank may redeem on behalf of the 
customer, all or part of the customer’s Shares of a Fund to the extent necessary to maintain the required minimum balance.  The 
minimum balance required by any such Bank or other institution may be higher than the minimum required by the Company. 
 

The Company’s transfer agent, DST Systems, Inc. (the “Transfer Agent”), reserves the right to reject any signature guarantee if:  
(i) it has reason to believe that the signature is not genuine; (ii) it has reason to believe that the transaction would otherwise be 
improper; or (iii) the guarantor institution is a broker or dealer that is neither a member of a clearing corporation nor maintains net 
capital of at least $100,000. 
 

The Company may suspend the right of redemption or postpone the date of payment for Shares of a Fund during any period when 
(i) trading on the NYSE is restricted by applicable rules and regulations of the SEC, (ii) the NYSE is closed for other than customary 
weekend and holiday closings, (iii) the SEC has by order permitted such suspension, or (iv) an emergency exists as a result of which 
(a) disposal by the Company of securities owned by it is not reasonably practical, or (b) it is not reasonably practical for the Company 
to determine the fair value of the Funds’ net assets. 

 
MANAGEMENT OF THE COMPANY 

 
Directors and Officers  
 

Overall responsibility for management of the Company rests with its Board of Directors, which is elected by the Shareholders of 
the Company.  The Company is managed by the Directors in accordance with the laws of Nebraska governing corporations.  The 
Board of Directors oversees all of the Funds.  Directors serve until their respective successors have been elected and qualified or until 
their earlier death, resignation, or removal.  The Directors elect the officers of the Company to supervise actively its day-to-day 
operations. 

 
Information about the Directors and officers of the Company is set forth below: 

 
  
  
  
  
Name, Address, and 
Age 

  
  
  
 Position(s) 
 Held with 
 the Company 

  
  
 Term of 
 Office and 
 Length of 
 Time Served

  
 Principal 
 Occupation(s) 
 During Past 5 

Years  

 Number of
 Portfolios 
 in Fund 
 Complex 
 Overseen by 
 Director

Other 
Directorships 

Held by Director 
During Past 5 

_____Years_____
Interested Director*    
Stephen R. Frantz  
1620 Dodge Street 
Omaha, NE  68197  
Age:  53 

Director/ 
President 

Indefinite; Since 
2010. 

President, Tributary Capital Management, 
LLC (May 2010 to Present); Chief 
Investment Officer, First Investment 
Group (January 2005 to May 2010); Chief 
Investment Officer, FNBO Fund Advisers 
(January 2005 to May 2010).

 7 None

    

Independent 
Directors 

   

Robert A. Reed  
1620 Dodge Street 
Omaha, NE  68197   
Age:  71 
 

Director Indefinite; Since 
1994. 

President and Chief Executive Officer, 
Physicians Mutual Insurance Company 
and Physicians Life Insurance Company 
(1974 to present). 

 7 None

Gary D. Parker  
1620 Dodge Street 
Omaha, NE  68197  
Age:  66 
 

Director Indefinite; Since 
2005. 

Retired.  7 None
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Name, Address, and 
Age 

  
  
  
 Position(s) 
 Held with 
 the Company 

  
  
 Term of 
 Office and 
 Length of 
 Time Served

  
 Principal 
 Occupation(s) 
 During Past 5 

Years  

 Number of
 Portfolios 
 in Fund 
 Complex 
 Overseen by 
 Director

Other 
Directorships 

Held by Director 
During Past 5 

_____Years_____

Independent Directors (continued) 
  

John J. McCartney  
1620 Dodge Street 
Omaha, NE  68197  
Age:  67 

Director Indefinite; Since 
2010. 

Retired.  Executive Vice President and 
Chief Financial Officer, Zurich Insurance 
Group North America (August 2002 to 
June 2007).

7 None

 
___________ 
 

*   As defined in the 1940 Act.  Mr. Frantz is an interested Director because he is an officer of Tributary Capital Management, LLC 
(“Tributary”), the investment adviser of the Funds. 
 

The following are the experiences, qualifications, and skills of each of the Directors which led to the conclusion that they should 
serve as such. 
 

Gary D. Parker.  Until his retirement in 2000, Mr. Parker served for a number of years as Chairman, President, and CEO of 
Lindsay Manufacturing Co., a leading manufacturer of center pivot and lateral move irrigation systems, which is listed on the NYSE.  
In his capacity as Chairman and CEO of a public company, Mr. Parker supervised business and financial matters of that company as a 
board member and executive responsible to public investors.  Mr. Parker’s breadth of managerial and executive leadership in public 
company corporate governance and public financial reporting are experiences directly applicable to Mr. Parker’s service as an 
Independent Director (as defined herein) on the Board of Directors. 
 

Robert A. Reed.  Mr. Reed has served as President and Chief Executive Officer of Physicians Mutual Insurance Company and 
Physicians Life Insurance Company since 1974.  These regulated companies have combined assets of approximately $2.7 billion.  In 
his capacity as CEO, Mr. Reed supervises the investment and financial functions of the two insurance companies.  Mr. Reed’s 
extensive management experience, particularly his oversight responsibility with respect to regulatory matters, in these areas qualifies 
him to oversee the Company (including its relationship with its Advisers)  and to serve as an Independent Director on the Board of 
Directors. 

 
John J. McCartney.  Mr. McCartney was Executive Vice President and Chief Financial Officer of Zurich Insurance Group North 

America, a part of Zurich Financial Services, a global insurance-based financial services provider.  During Mr. McCartney’s time in 
this position, this Zurich unit grew from $9 billion to $16 billion in total assets.  Mr. McCartney’s responsibilities included significant 
emphasis on financial control, financial reporting, auditing, Sarbanes-Oxley compliance, and implementation of a new governance 
process.  Mr. McCartney’s more than 30 years of broad management experience of financial services companies, including oversight 
of investment portfolios, and his responsibilities for financial controls and Sarbanes-Oxley compliance, demonstrate relevant 
experience applicable to his duties in overseeing the Funds’ operations and qualify him to serve as an Independent Director on the 
Board of Directors. 
 

Stephen R. Frantz.  Mr. Frantz has served in chief executive, chief investment, and other senior management roles with 
investment management firms over the course of his 26-year career in the investment management industry, including in his current 
position as the President of Tributary, the investment adviser of the Funds.  Mr. Frantz’s experience in the field of investment 
management provides the Board with perspective in its oversight of the Funds’ investment activities.  His experience with investment 
products also assists the Board in its oversight of the Funds’ risks.  Mr. Frantz’s management and financial experience qualify him to 
serve on the Board and as its Chairman. 
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Other Executive Officers 

 
Name, Address,  

and Age 
 of Executive Officers 

  
 

Position(s) 
Held 
with 

Registrant 

  
Term of Office and 

Length of Time 
Served

Principal 
Occupation(s) 

During Past 5 Years 
Daniel W. Koors 
225 West Wacker Drive 
Suite 1200 
Chicago, IL  60606 
Age:  41 

Treasurer Indefinite; Since 
December 2009. 

Senior Vice President of Jackson National Asset Management, LLC 
(“JNAM”) and Jackson Fund Services (“JFS”), a division of JNAM, (2009 
– present); Chief Operations Officer of JNAM and JFS, (2011 – present); 
Vice President, Treasurer and Chief Financial Officer of investment 
companies advised by JNAM (2006 – present).  Formerly, Chief Financial 
Officer of JNAM and JFS (2007 – 2011); Assistant Vice President – Fund 
Administration of Jackson National Life Insurance Company (“Jackson”) 
(2006 – 2009); Vice President of JNAM and JFS (2007 – 2008); Assistant 
Treasurer of investment companies advised by JNAM (2006); Partner of 
Deloitte & Touche LLP (2003 – 2006). 

   
Rodney L. Ruehle 
4041 North High Street 
Suite 402 
Columbus, OH  43214 
Age:  43 

Chief 
Compliance 

and Anti-
Money 

Laundering 
Officer 

Indefinite; Since 
December 2009. 

Director, Beacon Hill Fund Services, Inc. (2008 – present).  Formerly, Vice 
President, CCO Services, Citi Fund Services, Inc. (2004 – 2008). 

   

Evan C. Williams 
225 West Wacker Drive 
Suite 1200 
Chicago, IL  60606 
Age:  29 

Secretary Indefinite; Since 
January 2011. 

Compliance Manager of JNAM and JFS (2010 – present).  Formerly, 
Attorney, Lee & Stone LLP (2009 – 2010); Associate Attorney, Akin 
Gump Strauss Hauer & Feld LLP (2007 – 2009). 

 
Board Structure 
 

Throughout its existence, the relative size of the Company has been modest, as compared to many fund families.  This is largely 
because traditionally the Funds were primarily marketed to customers of First National .  Because of the Funds’ smaller size, for a 
number of years the structure of the Board has been smaller than is typically used for larger scale fund families.  Presently, the Board 
has four Directors, three of whom are not “interested persons” (as defined in the 1940 Act) (the “Independent Directors”) of any of the 
Funds, the Funds’ respective Advisers or the Funds’ various service providers. 

 
Because of the Funds’ affiliation with FNNI and its related entities, the Funds have always had at least one Director who is 

affiliated with FNNI, an arrangement which is quite common in the fund industry.  Presently, the Funds’ one interested Director meets 
the definition of “interested” under the 1940 Act because of his affiliation with Tributary, an affiliate of FNNI and the investment 
adviser of the Funds.  The interested Director currently serves as the Chairman of the Board.  Given the relatively modest size of the 
Funds, the Company believes the Board’s structure comprised of 75% Independent Directors is appropriate, because the ratio of three 
Independent Directors to one interested Director provides the Independent Directors with a distinct ability to influence the Board’s 
agenda and actions.  A 75% majority of Independent Directors provides an appropriate level of oversight of conflicts of interest 
among the Advisers, and the Funds when considering the terms of any advisory contracts, as well as nominating Directors to serve on 
the Board in the future.  Additionally, the Board has designated a lead Independent Director to serve as the primary liaison between 
the Independent Directors and the Funds’ investment adviser and sub-advisers. 

 
Given the relatively modest size of the Company, the Board does not believe that more than four Directors are required at this time 

because the Board’s composition of four Directors is sufficiently capable of performing its duties to the Funds.  Should the size of the 
Funds materially increase or the Funds’ distribution strategies expand, the Board will re-evaluate the appropriateness of its size.  
Furthermore, in light of the Funds’ size and the limited size of its Board, the Board does not presently consider diversity in its 
nominees for Directors, but rather the Board focuses on each Director’s ability to contribute to the Board’s oversight of the Funds.  
Accordingly, the Board has not adopted any policy requiring it or the Corporate Governance and Nominations Committee to 
specifically consider diversity when identifying Director nominees. 
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The Board has formed the Audit Committee and the Corporate Governance and Nominations Committee, which are generally 
charged with determining the most important corporate governance matters, such as reviewing the Funds’ reported financial 
information and nominating new Directors for shareholder election.  Both of these Committees are comprised solely of the three 
Independent Directors.  Please see the description below regarding the specific responsibilities of those committees. 

 
The Board’s role in overseeing the risks of the Funds begins with the Board’s duties imposed by it under both the 1940 Act and 

state corporate law—as the body which is charged with supervision of the Funds’ overall operations.  In addition to reviewing periodic 
reports provided to the Board from the Funds’ various service providers, the Board meets, usually in person, at least quarterly to 
discuss the Funds’ operations, performance, and other matters such as review of any compliance concerns, if any.  The Board has 
caused the Funds to engage with certain service providers which assist it in overseeing the Funds’ operations.  For example, the 
Funds’ Co-Administrators are primarily responsible for assuring that the Funds’ accounting is appropriately managed and the Funds’ 
internal operations are appropriately carried out, the Funds’ Advisers are primarily responsible for implementing the Funds’ respective 
investment programs, and the Funds’ independent auditors are primarily responsible for conducting the annual audit of the Funds’ 
financial statements.  The Board oversees the activities of all of these service providers. 

 
In addition, the Board’s committee structure further enables it to oversee the Funds’ risks.  The primary committee in this regard is 

the Audit Committee.  The Funds’ independent auditors must report their findings and conclusions respecting their annual audit of the 
Funds’ financial statements.  Furthermore, the Funds’ internal policies require service providers and other persons to report 
compliance and similar risk matters to the attention of the Audit Committee. 

 
The Board has determined that its leadership structure is appropriate based on the size of the Funds, the Board’s current 

responsibilities, each of the Director’s ability to participate in the oversight of the Funds, and committee transparency.  As noted 
above, 75% of the Board is comprised of Independent Directors, and these Independent Directors serve on committees designed to 
facilitate the governance of the Funds and provide risk oversight.  Additionally, the Board believes that its existing Directors provide 
exceptional leadership and management experience to the Funds. 
 
Fund Committees  
 

The Board has established the following committees:  
 

Audit Committee.  The Board’s Audit Committee is responsible for, among other things, reviewing and recommending to the 
Board the selection of the Funds’ independent registered public accounting firm, reviewing the scope of the proposed audits of the 
Funds, reviewing the results of the annual audits of the Fund’s financial statements with the independent registered public accounting 
firm, and interacting with the Fund’s independent auditors on behalf of the full Board.  The Audit Committee currently consists of 
each of the Independent Directors.  The Audit Committee held four meetings during the fiscal year ended March 31, 2011.  The Audit 
Committee has adopted a Charter effective February 5, 2004, as amended May 19, 2010 and November 18, 2010. 
 

Corporate Governance and Nominations Committee.  The Corporate Governance and Nominations Committee is responsible for 
reviewing the Board’s governance practices and procedures, reviewing the composition of the Board and its committees, and 
screening and nominating candidates for election to the Board as Independent Directors of the Funds.  The Corporate Governance and 
Nominations Committee is comprised of the Independent Directors of the Company.  The Corporate Governance and Nominations 
Committee met twice during the fiscal year ended March 31, 2011.  The Corporate Governance and Nominations Committee has 
adopted a Charter effective November 15, 2004, as amended August 1, 2010 and November 18, 2010.  The Corporate Governance and 
Nominations Committee has established a policy that it will receive and consider recommendations for nomination of Independent 
Director candidates from other persons, including the Shareholders of the Funds.  Recommendations can be submitted to:  Tributary 
Funds, Inc., 1620 Dodge Street, Mail Stop 1089, Omaha, NE  68102, Attention:  Chairman, Corporate Governance and Nominations 
Committee. 
 

In considering candidates for selection or nomination to the Board, the Corporate Governance and Nominations Committee will 
consider various factors, including a candidate’s education, professional experience (including experience in the insurance and mutual 
fund industries), the results of in-person meetings with the candidate, the views of management of the Advisers with respect to the 
candidate, the candidate’s other business and professional activities, and other factors that may be deemed relevant by the Corporate 
Governance and Nominations Committee. 
 

Fair Value Committee.  The Board has a standing Fair Value Committee that is composed of various representatives of the Funds’ 
Advisers and other service providers, as appointed by the Board.  The Fair Value Committee operates under procedures approved by 
the Board.  The principal responsibilities of the Fair Value Committee are to determine the fair value of securities for which current 
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market quotations are not readily available.  The Fair Value Committee generally holds regular monthly meetings but may meet more 
frequently, as necessary, and met eleven times during the fiscal year ended March 31, 2011. 
 

The table below sets forth the amount of Shares beneficially owned by each Director in each Fund stated as one of the following 
dollar ranges:  None; $1-$10,000; $10,001-$50,000; $50,001-$100,000; or over $100,000.  The information below is provided as of 
December 31, 2010.   
 
  Mr. Frantz Mr. Parker Mr. Reed Mr. McCartney
Short-Intermediate Fund None None None None
Income Fund None None None None 
Balanced Fund None None None None 

Core Equity Fund 
Over 

$100,000 
None None None 

Growth Opportunities Fund 
Over 

$100,000 
None None None 

Small Company Fund 
Over 

$100,000 
None None None 

Large Cap Fund 
Over 

$100,000 
None None None 

All Funds in the Aggregate 
Over 

$100,000 
None None None 

 
As of July 22, 2011, the Company’s officers and Directors, as a group, owned less than 1% of the Funds’ outstanding Shares.     
 
The following table sets forth certain information concerning compensation paid by the Company to its Directors in the fiscal year 

ended March 31, 2011. * 
 
  
  
  
  
  
Name and Position  

  
  
 Aggregate 
 Compensation 
 From Company 

Pension or
 Retirement 
 Benefits Accrued 
 as 
 Part of Company 
 Expenses  

  
  
 Estimated 
 Annual 
 Retirement 
 Benefits  

  
  
  
 Total 
 Compensation From 
 Company 

Interested Director  
Stephen R. Frantz $0 $0 $0 $0
President, Director   
  
Independent Directors  
Robert A. Reed $10,500 $0 $0 $10,500
Director   
  
Gary D. Parker  $10,500 $0 $0 $10,500
Director   
   
John J. McCartney $10,500 $0 $0 $10,500
Director   
 
*   Mr. Frantz was appointed as a Director on August 19, 2010.  Mr. Frantz’s predecessor did not receive any compensation from the 
Company in the fiscal year ended March 31, 2011. 
 

The officers of the Company receive no compensation directly from the Company for performing the duties of their offices.  The 
officers of the Company may, from time to time, serve as officers of other investment companies.  JFS, a division of JNAM, serves as 
the Funds’ Co-Administrator (as defined herein), receives fees from each of the Funds for acting as Co-Administrator.  Mr. Koors and 
Mr. Williams are employees of and, as such, are compensated by JFS.  Beacon Hill Fund Services (“Beacon Hill”) provides the Funds 
with certain compliance services.  Mr. Ruehle is an employee of Beacon Hill and, as such, is compensated by Beacon Hill. 
 
Proxy Voting Policies  
 

The Company has delegated to the Advisers the authority to vote proxies relating to portfolio securities owned by the Funds.  The 
Board of Directors has reviewed and approved the policies and procedures that govern the voting of such proxies.  A complete copy of 
those policies and procedures is attached as Appendix B.  Information regarding how the Funds voted proxies relating to portfolio 
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securities during the most recent 12-month period ended June 30 is available without charge, upon request, by writing to the Company 
at P.O. Box 219022, Kansas City, MO  64141-6022, or by telephoning toll free (800) 662-4203, and on the SEC’s website at 
http://www.sec.gov. 
 
Investment Advisers and Sub-Advisers  
 

Tributary provides investment advisory services to the Funds pursuant to the investment advisory agreement dated May 3, 2010 
(the “Master Advisory Agreement”).  Tributary is a wholly-owned subsidiary of FNNI.  

 
Prior to May 3, 2010, Tributary provided advisory services to the Growth Opportunities Fund and Balanced Fund pursuant to an 

advisory agreement dated February 14, 2005.  Prior to May 3, 2010, investment advisory services were provided to the Short-
Intermediate Fund, Income Fund, Core Equity Fund, Small Company Fund, and Large Cap Fund by FNB Fund Advisers (“FNB”), a 
division of First National, pursuant to the investment advisory agreement dated December 20, 1994 as amended December 5, 1995, 
June 4, 1996, February 14, 2005, and July 1, 2007 (the “FNB Advisory Agreement”).  First National is a wholly-owned subsidiary of 
FNNI.  First National provides a full range of financial services to its clients, with more than 75 years of experience in trust and 
investment management; previously served custodian for certain Funds as more fully discussed under “Custodians” below; and 
previously served as co-administrator of the Funds as more fully discussed under “Co-Administrators” below. 
 

Under the Master Advisory Agreement, Tributary has agreed to provide investment advisory services as described in the 
Prospectus of the Funds.  For the services provided and expenses assumed pursuant to the Master Advisory Agreement, the Funds, 
respectively, pay a fee equal to the lesser of (i) a fee computed daily and paid monthly, at the following annual rates of the average 
daily net assets of that Fund: 
 
Fund Fee Paid to Tributary
Short-Intermediate Fund 0.50%
Income Fund 0.60%
Balanced Fund 0.75%
Core Equity Fund 0.75%
Growth Opportunities Fund 0.75%
Small Company Fund 0.85%
Large Cap Fund 0.90%
 

or, (ii) such other fee as may be agreed upon from time to time in writing by the Company and Tributary.  Tributary may 
periodically voluntarily reduce all or a portion of its advisory fees with respect to any Fund, which reduction would increase the net 
income of that Fund available for distribution as dividends. 

 
Investment sub-advisory services are provided to the Balanced Fund by First National Fund Advisers (“FNFA”) pursuant to the 

Investment Sub-Advisory Agreement dated May 4, 2010 (the “FNFA Sub-Advisory Agreement”).  FNFA is a division of First 
National, which is a wholly-owned subsidiary of FNNI. 
 

Under the FNFA Sub-Advisory Agreement, FNFA has agreed to provide investment sub-advisory services for the Balanced Fund 
as described in the Prospectus.  For the services provided and expenses assumed pursuant to the FNFA Sub-Advisory Agreement, 
Tributary pays FNFA a fee equal to 0.375% of the average daily net assets of the Balanced Fund.  The fees paid by Tributary to FNFA 
are a portion of, and are not in addition to, the advisory fees paid by the Balanced Fund to Tributary as described above. 

 
Investment sub-advisory services are provided to the Short-Intermediate Fund and the Income Fund by First National Asset 

Management (“FNAM”) pursuant to the Investment Sub-Advisory Agreement dated June 30, 2011 (the “FNAM Sub-Advisory 
Agreement,” collectively with the FNFA Sub-Advisory Agreement, and the Master Advisory Agreement, the “Advisory 
Agreements”).  FNAM is a division of First National, which is a wholly-owned subsidiary of FNNI. 

 
Under the FNAM Sub-Advisory Agreement, FNAM has agreed to provide investment sub-advisory services for the Short-

Intermediate Fund and the Income Fund as described in the Prospectus.  For the services provided and expenses assumed pursuant to 
the FNAM Sub-Advisory Agreement, Tributary pays FNAM a fee equal to 0.25% of the average daily net assets of the Short-
Intermediate Fund and 0.30% of the average daily net assets of the Income Fund.  The fees paid to FNAM are a portion of, and are not 
in addition to, the advisory fees paid by the Short-Intermediate Fund and the Income Fund to Tributary as described above. 
 

 Set forth below are the gross advisory fees, fee waivers, and net advisory fees for FNB for the three previous fiscal years ended 
March 31: 
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Fiscal Year Ended March 31, 2009: 

 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Short-Intermediate Fund $242,242 $140,500 $101,742
Income Fund $323,752 $280,586        $43,166
Core Equity Fund $624,405 $124,883 $499,522
Small Company Fund $318,691        $56,240 $262,451
Large Cap Fund $219,965 $134,423        $85,542
 

Fiscal Year Ended March 31, 2010 
 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Short-Intermediate Fund $307,478 $178,337 $129,141
Income Fund $345,145 $279,558        $65,587
Core Equity Fund $711,167 $142,234 $568,933
Small Company Fund $437,512         $77,208 $360,304
Large Cap Fund $593,572 $194,299 $399,273
 

Fiscal Year Ended March 31, 2011 
 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Short-Intermediate Fund $116,614 $67,636 $48,978
Income Fund $121,086 $94,851 $26,235
Core Equity Fund $263,249 $52,650 $210,599
Small Company Fund $183,625 $32,405 $151,220
Large Cap Fund $239,466 $53,214 $186,252
 

Set forth below are the advisory fees, net of fee waivers, Tributary earned for the three previous fiscal periods ended March 31: 
 

Fiscal Year Ended March 31, 2009: 
 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Growth Opportunities Fund $422,724     $84,546 $338,178
Balanced Fund $202,095     $40,420 $161,675

 
Fiscal Year Ended March 31, 2010 

 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Growth Opportunities Fund $420,989     $84,198 $336,791
Balanced Fund $192,253     $38,451 $153,802
  

Fiscal Year Ended March 31, 2011 
 
Fund Gross Advisory fees Fee Waivers Net Advisory fees
Short-Intermediate Fund $229,031 $100,774 $128,257
Income Fund $239,788 $107,905 $131,833
Balanced Fund $241,858 $42,788 $199,070
Core Equity Fund $899,059 $143,851 $755,208
Growth Opportunities Fund $591,494 $101,392 $490,103
Small Company Fund $536,316 $82,023 $454,293
Large Cap Fund $499,686 $83,281 $416,405
 

Unless otherwise terminated, after an initial two-year period, the Advisory Agreements remain in effect from year to year for 
successive annual periods ending on June 30 if, as to each Fund, such continuance is approved at least annually by the  Board of 
Directors or by vote of a majority of the outstanding Shares of that Fund (as defined under “ADDITIONAL INFORMATION” 
below), and a majority of the Directors who are not parties to the particular Advisory Agreement or “interested persons” (as defined in 
the 1940 Act) of any party to the Advisory Agreement by votes cast in person at a meeting called for such purpose.  The Advisory 
Agreements are terminable as to a Fund at any time without penalty on 60 days’ written notice by the Directors, by vote of a majority 
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of the outstanding Shares of that Fund, or by the Advisers.  The Advisory Agreements also terminate automatically in the event of any 
assignment, as defined in the 1940 Act. 
 

The Advisory Agreements provide that the Advisers shall not be liable for any error of judgment or mistake of law or for any loss 
suffered by a Fund in connection with their respective performance of the Advisory Agreements, except a loss resulting from a breach 
of fiduciary duty respecting their receipt of compensation for services or a loss resulting from willful misfeasance, bad faith, or gross 
negligence on the part of an Adviser in the performance of its duties, or from reckless disregard by an Adviser of its duties and 
obligations thereunder. 

 
Portfolio Transactions  
 

Pursuant to the Advisory Agreements, the Advisers determine, subject to the general supervision of the Board of Directors and in 
accordance with each Fund’s investment objective and restrictions, which securities are to be purchased and sold by a Fund, and 
which brokers to execute such Fund’s portfolio transactions.  Purchases and sales of fixed income debt securities acquired for the 
Short-Intermediate Fund, the Income Fund and the Balanced Fund usually are principal transactions in which portfolio securities are 
normally purchased directly from the issuer or from an underwriter or market maker for the securities.  Purchases from underwriters of 
other portfolio securities for the Funds generally include a commission or concession paid by the issuer to the underwriter, and 
purchases from dealers serving as market makers may include the spread between the bid and asked price.  Transactions on stock 
exchanges involve the payment of negotiated brokerage commissions.  Transactions in the over-the-counter market may take the form 
of principal transactions with dealers, or may involve the payment of negotiated brokerage commissions. 
 

While the Advisers generally seek competitive commissions, the Company may not necessarily pay the lowest commission 
available on each brokerage transaction, for reasons discussed above.  For the three previous fiscal years ending March 31, the Funds 
paid the following brokerage commissions on their respective total transactions: 
 

 
Fiscal Period Ended March 31, 2009: 

 
Fund Brokerage Commissions Total Transactions
Balanced Fund $34,025 $22,490,758
Core Equity Fund $95,121 $51,128,717
Growth Opportunities Fund $89,624 $64,812,189
Small Company Fund $61,452 $26,821,796
Large Cap Fund $40,364 $22,848,086
 

Fiscal Period Ended March 31, 2010: 
 

Fund Brokerage Commissions Total Transactions 
Balanced Fund $28,727 $22,758,683 
Core Equity Fund $73,765 $52,054,626 
Growth Opportunities Fund $74,246 $57,388,221 
Small Company Fund $85,812 $38,245,504 
Large Cap Fund $87,816 $45,856,663 

 
Fiscal Period Ended March 31, 2011: 

 
Fund Brokerage Commissions Total Transactions 
Short-Intermediate Fund $136 $300,106 
Income Fund $202 $436,132 
Balanced Fund $19,813 $17,203,112 
Core Equity Fund $239,631 $247,097,388 
Growth Opportunities Fund $115,304 $77,239,108 
Small Company Fund $145,757 $97,086,923 
Large Cap Fund $33,782 $30,149,756 

 
  The Short-Intermediate Fund and Income Fund did not pay any brokerage commissions for the fiscal years ended March 31, 2009 

and March 31, 2010 but did pay brokerage commissions during the fiscal year ended March 31, 2011 for the purchase of certain 
exchange-traded funds.  The increase in the brokerage commissions paid by the Core Equity Fund and the Small Company Fund from 
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the fiscal year ended March 31, 2010 to the fiscal year ended March 31, 2011 was the result of an increased level of cash inflows into 
the Core Equity Fund and the Small Company Fund.  This surge of inflows caused an increase in portfolio transactions and 
commissions.  The decrease in the brokerage commissions paid by the Large Cap Fund from the fiscal year ended March 31, 2010 to 
the fiscal year ended March 31, 2011 was the result of a decreased level of cash inflows into the Large Cap Fund.  The decrease in 
inflows resulted in decreased portfolio transactions and commissions paid. 

 
Brokerage with Fund Affiliates.  A Fund may execute brokerage or other agency transactions through registered broker-dealer 

affiliates of the Fund, the Advisers, or the Distributor for a commission in conformity with the 1940 Act, the Securities Exchange Act 
of 1934, as amended, and rules promulgated by the SEC.  Under the 1940 Act, affiliated broker-dealers are permitted to receive and 
retain compensation for effecting portfolio transactions for a Fund if written procedures are in effect expressly permitting the affiliate 
to receive and retain such compensation.  These rules further require that commissions paid to an affiliate by a Fund for exchange 
transactions not exceed “usual and customary” brokerage commissions. 

 
For the fiscal years ended March 31, 2011, March 31, 2010, and March 31, 2009, the Funds did not execute brokerage or other 

agency transactions with affiliated brokers. 
 
Allocation of Transactions.  Allocation of transactions, including their frequency, to various brokers and dealers is determined by 

the Advisers in their best judgment and in a manner deemed fair and reasonable to Fund Shareholders.  The primary consideration is 
prompt execution of orders in an effective manner at the most favorable price.  Subject to this consideration, brokers and dealers who 
provide supplemental investment research to the Advisers may receive orders for transactions on behalf of the Funds.  Information so 
received is in addition to and not in lieu of services required to be performed by the Advisers and does not reduce the advisory fees 
payable to the Advisers by the Funds.  Such information may be useful to the Advisers in serving a Fund and other clients and, 
conversely, supplemental information obtained by the placement of business of other clients may be useful to the Advisers in carrying 
out their obligations to each of the Funds.  The Advisers may authorize a Fund to pay a commission in excess of the commission 
another broker-dealer would have charged if the Advisers determine in good faith that such commission is reasonable in relation to the 
value of the brokerage and research services provided by such broker-dealer, viewed either in terms of that particular transaction or 
the Advisers’ overall responsibilities to the accounts they manage. 
 

During the fiscal year ended March 31, 2011, the Funds did not place brokerage transactions with brokers because of agreements 
or understandings to provide research services. 
 

Investment decisions for each Fund are made independently from those for the other Funds and any other investment company or 
account managed by the Advisers.  Any such other Fund, investment company, or account may also invest in the same securities as 
the Fund.  When a purchase or sale of the same security is made at substantially the same time on behalf of a Fund and another 
investment company or account, the transaction will be averaged as to price, and available investments will be allocated as to amount 
in a manner which the Advisers believe to be equitable to the Fund and such other investment company or account.  In some instances, 
this investment procedure may adversely affect the price paid or received by a Fund or the size of the position obtained by a Fund.  To 
the extent permitted by law, the Advisers may aggregate the securities to be sold or purchased for a Fund with those to be sold or 
purchased for the other investment companies or accounts in order to obtain best execution.  As provided by the Advisory 
Agreements, in making investment recommendations for each of the Funds, the Advisers will not inquire or take into consideration 
whether an issuer of securities proposed for purchase or sale by the Company is a customer of the Advisers, their parent or 
subsidiaries or affiliates and, in dealing with its customers, the Advisers, their parent, subsidiaries, and affiliates will not inquire or 
take into consideration whether securities of such customers are held by the Funds. 
 

Securities of Broker-Dealers.  During the fiscal year ended March 31, 2011, the Funds acquired certain securities of certain of the 
Funds’ regular broker-dealers or parents of such broker-dealers.  The aggregate holdings of the Fund of those brokers or dealers as of 
March 31, 2011 (amounts in thousands) were as follows: 
 
Broker-Dealer Fund Market Value (Nearest Thousand)
Stifel, Nicolaus & Co. Growth Opportunities Fund $937
B-Trade Services LLC Short-Intermediate Fund $2,154
   
Portfolio Holdings  
 

Portfolio holdings information for the Funds is made available more frequently and prior to its public availability (“non-standard 
disclosure”) to: 
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(1) the Funds’ service providers (including the Funds’ Custodian, Co-Administrators, fund accountant, financing agents, pricing 
services, and certain others (such as auditors, legal counsel, proxy voting services, and securities lending agents) necessary 
for the Funds’ day-to-day operations) (the “Service Providers”); and 

 
(2) certain non-service providers, including ratings agencies and other qualified financial professionals (such as Lipper 

Analytical Services, Moody’s, Morningstar, Standard & Poor’s Rating Service, and Thomson Financial), for such purposes as 
analyzing and ranking the Funds or performing due diligence and asset allocation (the “Non-Service Providers”).  Generally, 
if provided, such information will be provided to Non-Service Providers on a monthly and quarterly basis with a five-to-
fifteen day lag. 

 
Service providers include, but are not limited to, administrators, auditors, attorneys, custodians, pricing vendors, and proxy voting 

services.  Such holdings are released under conditions of confidentiality.  “Conditions of confidentiality” include confidentiality terms 
included in written agreements, implied by the nature of the relationship (e.g., attorney-client relationship), or required by fiduciary or 
regulatory principles (e.g., custody services provided by financial institutions. 
 

Prior to the release of non-standard disclosure to Non-Service Providers, the recipient must adhere to the following conditions: 
 

(1) the recipient may not distribute the portfolio holdings or results of the analysis to third parties, other departments or persons 
who are likely to use the information for purposes of purchasing or selling Shares of the Funds before the portfolio holdings 
or results of the analysis become public information; and 

 
(2) the recipient is subject to a duty of confidentiality or written confidentiality agreement.  Persons and entities unwilling to 

execute an acceptable confidentiality agreement may only receive portfolio holdings information that has otherwise been 
publicly disclosed in accordance with the Funds’ disclosure policies; or  

 
(3) the recipient provides assurances of its duty of confidentially, which may include such means as certification as to its 

policies’ adequacy to protect the information that is disclosed. 
 

Neither the Funds nor any Service Provider may disclose material information about the Funds’ holdings, trading strategies 
implemented or to be implemented in the Funds, or about pending transactions in the Funds to other third parties, except that 
information about portfolio holdings may be made available to such third parties: 
 

(1) by providing a copy of the Funds’ latest annual or semi-annual report or the Funds’ latest Form N-Q; 
 

(2) in marketing materials, provided the portfolio holdings disclosed in the materials are at least 15 days old; or 
 

(3) when the Funds have a legitimate business purpose for doing so and the recipients are subject to a confidentiality agreement 
or the Board has determined that the policies of the recipient are adequate to protect the information that is disclosed. 

 
Such disclosures must be authorized by the Funds’ President or Treasurer and will be reported periodically to the Board.  In no 

event will such information be disclosed for compensation. 
 

Each Fund’s portfolio holdings disclosure policy is subject to periodic review by the Board of Directors.  In order to help ensure 
that each Fund’s portfolio holdings disclosure policy is in the best interests of Fund Shareholders as determined by the Board, the 
Funds’ Chief Compliance Officer provides an annual report to the Board on such disclosure.  Any conflict identified between the 
interests of Fund Shareholders and those of an Adviser, the Distributor, or any affiliate of the Fund, an Adviser, or the Distributor by a 
Fund resulting from the disclosure of nonpublic portfolio holdings information will be reported to the Board for appropriate action. 

 
Portfolio Managers  
 

Randall Greer, Mark A. Wynegar, and Michael L. Johnson of Tributary have responsibility for managing the Small Company 
Fund; Mr. Greer and Christopher P. Sullivan of Tributary are responsible for managing the Core Equity Fund; Ron Horner, Travis J. 
Nordstrom, and Mary Anne Mullen of FNAM share responsibility for managing the Short-Intermediate Fund and the Income Fund; 
Kurt Spieler and John Harris of FNFA share responsibility for managing the Balanced Fund; David C. Jordan and Charles Lauber of 
Tributary share responsibility for managing the Growth Opportunities Fund; and Mr. Jordan of Tributary is responsible for managing 
the Large Cap Fund.  
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Other Accounts Managed.  Each portfolio manager also has responsibility for the day-to-day management of accounts other than 
the Fund(s) for which he or she serves as portfolio manager.  The following table provides certain information, as of March 31, 2011, 
regarding these other accounts.  
 
  
  
  
  
Name of Manager 

 
 

Number of 
Accounts 

 
Total 

Assets of 
Accounts 

Number of
Accounts 
Paying a 

Performance 
Fee 

Total Assets
of Accounts 

Paying a 
Performance 

Fee 
Randall Greer  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 
1 

0 
0 

$11.7M 

 
0 
0 
0 

0 
0 
0 

  
Mark A. Wynegar  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 

61 

0 
0 

$72.9M 

 
0 
0 
0 

0 
0 
0 

  
Christopher P. Sullivan  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 
0 

0 
0 
0 

 
0 
0 
0 

0 
0 
0 

  
Michael L. Johnson  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 
0

0 
0 
0

0 
0 
0

0 
0 
0

 
Mary Anne Mullen 
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

2 
0 

38

$124.9M 
0 

$534M 

0 
0 
0

0 
0 
0

  
Travis J. Nordstrom  
Registered investment companies 2 $124.9M 0 0
Other pooled investment vehicles 0 0 0 0
Other accounts 38 $534M 0 0
  
Ronald Horner  
Registered investment companies 2 $124.9M 0 0
Other pooled investment vehicles 0 0 0 0
Other accounts 38 $534M 0 0
  
Kurt Spieler  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 

191

0 
0 

$295M 

 
0 
0 
0

0 
0 
0

  
John Harris  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 

111

0 
0 

$83.2M 

 
0 
0 
0

0 
0 
0

  
David C. Jordan  
Registered investment companies 
Other pooled investment vehicles 
Other accounts  
 

0
0 

23 

0
0 

$57.8M 

0
0 
0 

0
0 
0 

Charles Lauber  
Registered investment companies  
Other pooled investment vehicles  
Other accounts 

0 
0 
1

0 
0 

$2M 

 
0 
0 
0

0 
0 
0

  
Conflicts of Interests.  When a portfolio manager is responsible for the management of more than one account, the potential arises 

for the portfolio manager to favor one account over another.  Generally, the risks of such conflicts of interests are increased to the 
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extent that the portfolio manager has a financial incentive to favor one account over another.  The Company does not believe that any 
material conflicts are likely to arise out of these portfolio managers’ oversight of the other accounts.  Those accounts are generally 
managed relative to different benchmarks and different investment policies which can result in performance variations, but none 
reported a conflict of interest in investment strategy, asset allocation, or in any other manner.  In addition, the Advisers have policies 
and procedures, enforced by the Advisers’ respective compliance departments, designed to address potential conflicts of interest 
relating to the allocation of investment opportunities by its managers.  Further, the Funds’ and the Advisers’ respective Codes of 
Ethics address potential conflicts of interest and require “access persons” to obtain pre-clearance before acquiring beneficial 
ownership of Fund portfolio securities issued pursuant to an initial public offering or a limited offering.  
 

Compensation—Tributary.  Each Tributary portfolio manager receives a fixed salary based upon experience and prevailing 
compensation levels in the market.  Participation in Tributary’s defined contribution (401(k)) plan is voluntary.  Each Tributary 
portfolio manager is eligible to receive a bonus.  Bonuses are paid yearly and are calculated as a percentage of base salary and are 
dependent upon Fund pre-tax performance versus that Fund’s benchmark.   

 
Compensation—FNFA.  The compensation program is a combination of base salary and a performance bonus.  The percentage of 

each piece of the compensation program varies by investment professional.  In terms of the base salary and performance bonus, 
approximately 70% percent of the compensation is salary with the remaining 30% percent based on relative investment performance.  
The investment performance portion is based on a rolling one-year (50%) and three-year (50%) relative performance versus the 
respective peer group.  For the Balanced Fund, the peer group is the Morningstar Moderate Allocation Category.  The performance 
bonus payout is based on a sliding scale with 0% for average performance and a maximum payout at top twentieth percentile 
performance.  The compensation program is not based on the value of assets in the Balanced Fund.  

 
Compensation—FNAM.  Each FNAM portfolio manager receives a fixed salary based upon experience and prevailing 

compensation levels in the market.  Participation in FNAM’s defined contribution (401(k)) plan is voluntary.  Each FNAM portfolio 
manager is eligible to receive a bonus.  Bonuses are paid yearly and are calculated as a percentage of base salary and are dependent 
upon Fund pre-tax performance versus its benchmark.   

 
Ownership of Fund Shares.  The table below sets forth, as of March 31, 2011, the dollar range of Shares beneficially owned by 

each portfolio manager in each Fund(s) for which he or she serves as portfolio manager, in one of the following ranges:  None; $1-
$10,000; $10,001-$50,000; $50,001-$100,000; $100,001-$500,000; $500,001-$1,000,000; or over $1,000,000. 
 

PORTFOLIO MANAGER 
 

FUNDS MANAGED BY PORTFOLIO MANAGER DOLLAR RANGE

Randall Greer 
 
 

Core Equity Fund 
Small Company Fund 

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

Mark A. Wynegar 
 
 

Core Equity Fund 
Small Company Fund 

$100,001-$500,000 
$50,001-$100,000 

Christopher P. Sullivan 
 
 

Core Equity Fund 
Small Company Fund 

 

$10,001-$50,000 
$1-$10,000 

Michael L. Johnson 
 
 

Core Equity Fund 
Small Company Fund 

 

$50,001-$100,000 
$100,001-$500,000 

 
Mary Anne Mullen 
 
 

Short-Intermediate Fund 
Income Fund 

$1-$10,000 
$1-$10,000 

Travis J. Nordstrom 
 
 

Short-Intermediate Fund 
Income Fund 

 

$10,001-$50,000 
$1-$10,000 

 
Ronald Horner Short-Intermediate Fund $10,001-$50,000
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Income Fund
 

None

Kurt Spieler 
 
 

Balanced Fund
 

$10,001-$50,000
 

John Harris 
 

Balanced Fund None

David C. Jordan 
 
 

Large Cap Growth Fund 
Growth Opportunities Fund 

None 
$500,001-$1,000,000 

 
Charles Lauber 
 

Growth Opportunities Fund 
 

None 

 
Co-Administrators  
 

Tributary (along with JFS, the “Co-Administrators”) serves as co-administrator to each Fund pursuant to the Co-Administration 
Agreement between the Company and Tributary dated May 3, 2010 (the “Tributary Co-Administration Agreement”).  Under the 
Tributary Co-Administration Agreement, Tributary assists in the supervision of all aspects of the operations of the Funds except those 
performed by the Distributor, Transfer Agent, accountant, and Advisers of the Funds; serves as on-site liaison between the Company 
and the other service providers; furnishes statistical and research data; assists in the preparation of compliance filings required under 
state securities laws; assists in the preparation, mailing, and filing of the Funds’ annual and semi-annual reports to Shareholders; 
assists in the preparation and distribution of proxy statements and related documents; and provides support for meetings of the Board 
of Directors.  The following table shows the gross and net administration fees paid to, and fees waived by, Tributary as Co-
Administrator during the last three fiscal years: 

 
FEES PAID TO TRIBUTARY AS CO-ADMINISTRATOR 

 
 
  
  

Year Ended 
March 31, 2009 

Year Ended
March 31, 2010

Year Ended
March 31, 2011

  
Fund 

Gross 
Fees 

Fees 
Waived 

Net
Fees

Gross
Fees

Fees
Waived

Net
       Fees

Gross 
Fees 

Fees
Waived

Net
Fees

Short-Intermediate Fund - - - - - - $32,064 - $32,064
Income Fund - - - - - - $27,975 - $27,975
Balanced Fund - - - - - - $15,636 - $15,636
Core Equity Fund - - - - - - $83,912  $16,516 $67,396
Growth Opportunities Fund - - - - - - $39,452 - $39,452
Small Company Fund - - - - - - $44,167  $6,169 $37,998
Large Cap Fund  - - - - - - $38,864 - $38,864

 
Before Tributary’s appointment as Co-Administrator, First National served as co-administrator to each Fund pursuant to the Co-

Administration Agreement between the Company and First National dated October 1, 2006 (the “First National Co-Administration 
Agreement”).  Under the First National Co-Administration Agreement, First National assisted in the supervision of all aspects of the 
operations of the Funds except those performed by the Distributor, Transfer Agent, accountant, and Advisers of the Funds; served as 
on-site liaison between the Company and the other service providers; furnished statistical and research data; assisted in the preparation 
of compliance filings required under state securities laws; assisted in the preparation, mailing, and filing of the Funds’ annual and 
semi-annual reports to Shareholders; assisted in the preparation and distribution of proxy statements and related documents; and 
provided support for meetings of the Board of Directors.  The following table shows the administration fees paid to First National 
during the last three fiscal years: 

 
FEES PAID TO FIRST NATIONAL AS CO-ADMINISTRATOR* 

 
 
Fund 

Year Ended
March 31, 2009

 Year Ended 
 March 31, 2010

Year Ended
March 31, 2011

Short-Intermediate Fund $33,914  $43,047 $16,326
Income Fund $37,772  $40,266 $14,127
Balanced Fund $18,862  $17,944 $6,938
Core Equity Fund $58,278  $66,375 $24,570
Growth Opportunities Fund $39,454  $39,292 $15,754
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Small Company Fund $26,245  $36,029 $15,122
Large Cap Fund $17,238  $46,166 $18,625
* No administration fees were waived by First National during the last three fiscal years.  

 
JFS, located at 225 West Wacker Drive, Suite 1200, Chicago, IL  60606, serves as co-administrator to each Fund pursuant to the 

Fund Accounting and Co-Administration Services Agreement between the Company and JFS dated December 18, 2009 (the “JFS Co-
Administration Agreement”).  Under the JFS Co-Administration Agreement, JFS provides mutual fund accounting, administrative, 
recordkeeping, tax-related, certain compliance, and other reporting services for the Funds.  As compensation for providing such 
services under the JFS Co-Administration Agreement, JFS receives a fee based on the net assets of the Funds. 
 
Compliance Services  
 

Beacon Hill, located at 4041 North High Street, Suite 402, Columbus, OH  43214, provides certain compliance services to the 
Funds pursuant to the Compliance Services Agreement dated December 21, 2009 (the “Compliance Agreement”).  Under the 
Compliance Agreement, Beacon Hill designates one of its employees to serve as the Funds’ Chief Compliance Officer and Anti-
Money Laundering Officer.   

 
Expenses  
 

The Master Advisory Agreement provides that if total expenses borne by any of the Funds in any fiscal year exceed expense 
limitations imposed by applicable state securities regulations, Tributary will reimburse that Fund by the amount of such excess in 
proportion to its respective fees.  As of the date of this SAI, the Funds are not aware of any state-imposed expense limitation 
applicable to the Funds.  Fees imposed upon customer accounts by Tributary or its affiliated or correspondent banks for cash 
management services are not included within Fund expenses for purposes of any such expense limitation. 

 
The Advisers and JFS each bear all expenses in connection with their respective performance of their services as Advisers and Co-

Administrator, respectively, other than the cost of securities (including brokerage commissions, and issue and transfer taxes, if any) 
purchased for a Fund.  Each Fund will bear the following expenses relating to its operations:  organizational expenses; taxes; interest; 
any brokerage fees and commissions; fees and expenses of the Directors of the Company; SEC fees; state securities qualification fees; 
costs of preparing and printing Prospectuses for regulatory purposes and for distribution to its current Shareholders; outside auditing 
and legal expenses; advisory and administration fees; fees and out-of-pocket expenses of the Co-Administrators, Custodian, and 
Transfer Agent; costs for independent pricing service; certain insurance premiums; costs of maintenance of the Company’s existence; 
costs of Shareholders’ and Directors’ reports and meetings; distribution expenses incurred pursuant to the Distribution and Service 
Plan described below; and any extraordinary expenses incurred in a Fund’s operation. 
 
Distributor  
 

The Company and the Distributor are parties to an Underwriting Agreement dated August 19, 2010 (the “Distribution Agreement”) 
under which the Distributor acts as principal underwriter for the Funds’ Shares.  The principal business address of the Distributor is 
4020 South 147th Street, Omaha, NE  68137.  Under the Distribution Agreement, the Distributor must use all reasonable efforts, 
consistent with its other business, in connection with the continuous offering of the Funds’ Shares.  The Distributor has no obligation 
to sell any specific quantity of Fund Shares.  Unless otherwise terminated, the Distribution Agreement has an initial term of two years 
and thereafter will remain in effect from year to year for successive annual periods if approved at least annually (i) by the vote of a 
majority of the Board of Directors who are not parties to the Distribution Agreement or interested persons (as defined in the 1940 Act) 
of any party to the Distribution Agreement, cast in person at a meeting called for the purpose of voting on such approval, and (ii) by 
the vote of the Board of Directors or the vote of a majority of the outstanding Shares of the Company.  The Distribution Agreement 
may be terminated in the event of any assignment, as defined in the 1940 Act. 
 

The Distributor solicits orders for the sale of Shares, advertises and pays the costs of advertising, office space, and the personnel 
involved in such activities.  If applicable to a class of the Company’s Shares as described below, the Distributor may receive 
distribution fees from certain of the Funds as authorized by the Distribution and Service Plan described below. 
 
Distribution and Service Plan 
 

The Company has adopted a Distribution and Service Plan (the “Plan”) pursuant to Rule 12b-1 under the 1940 Act under which 
each Fund is authorized to make payments to banks, including First National, other institutions, the Distributor, and broker-dealers 
(with all of the foregoing organizations being referred to as “Participating Organizations”), for providing distribution or Shareholder 
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service assistance.  Payments to such Participating Organizations may be made pursuant to agreements entered into upon the 
recommendation of the Distributor.  The Plan authorizes each Fund to make payments with respect to certain classes of Shares in an 
amount not in excess, on an annual basis, of 0.25% of the average daily net assets of that Fund.  As of the date of this SAI, the 
Company has no class of Shares outstanding to which the Plan is applicable. 
 

Payments may be made by the Funds under the Plan for the purpose of financing any activity primarily intended to result in the 
sales of Shares of the Funds as determined by the Board of Directors.  Such activities could include advertising; compensation for 
sales and sales marketing activities of financial services agents and others, such as dealers or distributors; Shareholder account 
servicing; production and dissemination of prospectuses and sales and marketing materials; and capital or other expenses of associated 
equipment, rent, salaries, bonuses, interest, and other overhead.  To the extent any activity is one that the Funds may finance without a 
Plan, the Funds may also make payments to finance such activity outside of the Plan and not subject to its limitations.  Any payments 
under the Plan would not be tied exclusively to actual distribution and service expenses, and the payments could exceed distribution 
and service expenses actually incurred. 
 

As required by Rule 12b-1, the Plan was approved by the Shareholders of each of the Funds and by the Board of Directors, 
including a majority of the Directors who are not interested persons of any of the Funds and who have no direct or indirect financial 
interest in the operation of the Plan (the “12b-1 Directors”).  The Plan may be terminated as to a Fund by vote of a majority of the 
12b-1 Directors, or by vote of majority of the outstanding Shares of that Fund.  Any change in the Plan that would materially increase 
the distribution cost to a Fund requires Shareholder approval.  The Board will, if the Plan issues shares applicable to the Plan, review 
quarterly a written report of such costs and the purposes for which such costs have been incurred.  The Plan may be amended by vote 
of the Directors including a majority of the 12b-1 Directors, cast in person at a meeting called for that purpose.  For so long as the Plan 
is in effect, the selection and nomination of those Directors who are not interested persons of the Company must be made by the 12b-1 
Directors.  All agreements with any person relating to the implementation of the Plan may be terminated at any time on 60 days’ 
written notice without payment of any penalty, by vote of a majority of the 12b-1 Directors or by a vote of the majority of the 
outstanding Shares of any of the Funds.  The Plan will continue in effect for successive one-year periods, provided that each such 
continuance is specifically approved (i) by the vote of a majority of the 12b-1 Directors, and (ii) by a vote of a majority of the entire 
Board of Directors cast in person at a meeting called for that purpose.  The Board of Directors has a duty to request and evaluate such 
information as may be reasonably necessary for them to make an informed determination of whether the Plan should be implemented 
or continued.  In addition, the Directors in approving the Plan must determine that there is a reasonable likelihood that the Plan will 
benefit each Fund and its Shareholders. 
 

The Board of Directors believes that the Plan, if activated, would be in the best interests of each Fund since it would encourage 
growth of a Fund.  As a Fund grows in size, certain expenses, and therefore total expenses, per Share, may be reduced and overall 
performance per Share may be improved. 
 
Administrative Services Plan  
 

The Funds may participate in “fund supermarkets” and other programs in which a third-party financial intermediary maintains 
records of indirect beneficial ownership interests in the Funds.  These programs include any type of arrangement through which 
investors have an indirect beneficial ownership interest in the Funds via omnibus accounts, bank common or collective trust funds, 
employee benefit plans, or similar arrangements (each a “financial intermediary account”).  Under these programs, the Company, on 
behalf of the Funds, may enter into the administrative services agreements with financial intermediaries pursuant to which financial 
intermediaries will provide transfer agency, administrative services, and other services with respect to the Funds.  These services may 
include, but are not limited to:  shareholder record set-up and maintenance, account statement preparation and mailing, transaction 
processing and settlement, and account level tax reporting.  To the extent any of these fees are paid by the Funds, they are included in 
the amount appearing as “Other Expenses” in the expense tables contained in the Prospectus.  In addition, the Advisers or Distributor 
may compensate such financial intermediaries or their agents directly or indirectly for such services.  Compensation paid by the 
Advisers or Distributor out of their own resources for such service is not reflected in the fees and expenses outlined in the fee table for 
each Fund.  

 
For these services, the Company may pay each financial intermediary (i) a fee based on average daily net assets of each Fund that 

are invested in such Fund through the financial intermediary account, and/or (ii) an annual fee that may vary depending upon the 
assets in the financial intermediary account, and/or (iii) minimum account fees.  The financial intermediary may impose other account 
or service charges to a Fund or directly to account holders.  Please refer to information provided by the financial intermediary for 
additional information regarding such charges. 

 
As described in the Prospectus, the Company has also adopted an Administrative Services Plan (the “Services Plan”) under which 
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the Institutional Class Shares of each Fund are authorized to pay certain financial institutions, including First National, the Banks, 
third-party financial intermediaries, and the Distributor (each a “Service Organization”), to provide certain ministerial, record keeping, 
and administrative support services to their customers who own Institutional Class Shares in a Fund of record or beneficially, such as 
processing dividend and distribution payments from the Funds on behalf of customers, providing periodic statements to customers 
showing their positions in the Institutional Class Shares of the Funds, providing sub-accounting with respect to Institutional Class 
Shares beneficially owned by such customers, and providing customers with a service that invests the assets of their accounts in 
Institutional Class Shares of the Funds pursuant to specific or pre-authorized instructions.  Payments to Service Organizations are 
made pursuant to Servicing Agreements between the Company and the Service Organization.  The Services Plan authorizes 
Institutional Class Shares of each Fund to make payments to Service Organizations in an amount, on an annual basis, of up to 0.25% 
of the average daily net assets of that Fund.  The Services Plan has been approved by the Board of Directors, including a majority of 
the Directors who are not interested persons of the Company (as defined in the 1940 Act) and who have no direct or indirect financial 
interest in the operation of the Services Plan or in any Servicing Agreements thereunder (the “Disinterested Directors”).  The Services 
Plan may be terminated as to a Fund by a vote of a majority of the Disinterested Directors.  The Directors review quarterly a written 
report of the amounts expended pursuant to the Services Plan and the purposes for which such expenditures were made.  The Services 
Plan may be amended by a vote of the Directors, provided that any material amendments also require the vote of a majority of the 
Disinterested Directors.  For so long as the Services Plan is in effect, the selection and nomination of Disinterested Directors must be 
made by the Company’s Disinterested Directors.  All Servicing Agreements may be terminated at any time without the payment of 
any penalty by a vote of a majority of the Disinterested Directors.  The Services Plan will continue in effect for successive one-year 
periods, provided that each such continuance is specifically approved by the Board of Directors, including a majority of the 
Disinterested Directors. 

 
As authorized by the Services Plan, the Company has entered into Servicing Agreements with First National and Ascensus, Inc. 

(each, a “Servicing Agent,” and together, the “Servicing Agents”) pursuant to which each Servicing Agent has agreed to provide 
certain administrative support services in connection with Institutional Class Shares of the Funds owned of record or beneficially by 
its customers.  Such administrative support services may include, but are not limited to, (i) processing dividend and distribution 
payments from a Fund on behalf of customers; (ii) providing periodic statements to its customers showing their positions in the 
Institutional Class Shares; (iii) arranging for bank wires; (iv) responding to routine customer inquiries relating to services performed 
by a Servicing Agent; (v) providing subaccounting with respect to the Institutional Class Shares beneficially owned by a Servicing 
Agent’s customers or the information necessary for subaccounting; (vi) if required by law, forwarding Shareholder communications 
from a Fund (such as proxies, Shareholder reports, annual and semiannual financial statements and dividend, distribution, and tax 
notices) to its customers; (vii) aggregating and processing purchase, exchange, and redemption requests from customers and placing 
net purchase, exchange, and redemption orders for customers; and (viii) providing customers with a service that invests the assets of 
their account in the Institutional Class Shares pursuant to specific or preauthorized instructions.  In consideration of such services, the 
Company, on behalf of each Fund, may pay each Servicing Agent a monthly fee, computed at the annual rate of 0.25% of the average 
aggregate NAV of Institutional Class Shares of that Fund held during the period by customers for whom the Servicing Agent has 
provided services under the applicable Servicing Agreement.  The following table shows the net fees paid to First National pursuant to 
the Services Plan, and the fees waived, during the last three fiscal years: 

 
ADMINISTRATIVE SERVICES PLAN FEES 

PAID TO FIRST NATIONAL* 
 

 
Fund 

Year Ended
March 31, 2009

 Year Ended 
 March 31, 2010

Year Ended
March 31, 2011

Short-Intermediate Fund $121,121  $153,739 $172,822
Income Fund $134,897  $143,810 $150,364
Balanced Fund $67,365  $64,084 $80,619
Core Equity Fund $208,135  $237,056 $269,468
Growth Opportunities Fund $140,908  $140,330 $197,164
Small Company Fund $93,733  $128,679 $167,682
Large Cap Fund $61,101  $164,880 $205,320

* No administrative service plan fees were waived by First National during the last three fiscal years.  
 

In addition, the Company, on behalf of a Fund, may enter into, from time to time, other Servicing Agreements with other Service 
Organizations pursuant to which such Service Organizations will provide similar services as those discussed above. 
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Platform Agreements 
 
Charles Schwab & Co., Inc. (“Schwab”) provides services to the Growth Opportunities Fund and Balanced Fund pursuant to a 

Services Agreement dated April 17, 2006 between Schwab, the Company and Tributary, and pursuant to an Operating Agreement 
dated April 17, 2006 between Schwab and the Company (collectively the “Schwab Agreements”).  Under the Schwab Agreements, 
Schwab has agreed to provide the Growth Opportunities Fund, Balanced Fund, and Small Company Fund services in connection with 
such Funds’ participation in Schwab’s Mutual Fund Marketplace, including record maintenance, shareholder communication, and 
related services.  For the services provided pursuant to the Schwab Agreements, the Company and Tributary pay Schwab a fee 
computed daily and paid monthly, at the annual rate of 0.40% of the average daily net assets of the Shares of the Growth 
Opportunities Fund, the Balanced Fund, and the Small Company Fund held in Schwab’s customers’ accounts, subject to a minimum 
charge.  Under a Fee Apportionment Agreement dated July 20, 2007 between the Company and Tributary, the Company has agreed to 
pay 62.5% of such fee, and Tributary has agreed to pay 37.5%, provided that in no event will the Company pay more than 0.25% the 
average daily net assets of the Shares of the Growth Opportunities Fund, the Balanced Fund, and the Small Company Fund held in 
Schwab’s customers’ accounts for such services. 

 
National Financial Services (“NFS”) and Fidelity Brokerage Services, LLC (“FBS” and, together with NFS, “Fidelity”) provide 

services to the Company pursuant to a Services Agreement dated August 1, 2009 between NFS, the Company, and Tributary, and 
pursuant to an Amendment to the Services Agreement dated May 3, 2010 between NFS, FBS, Tributary, and the Distributor 
(collectively, the “Fidelity Agreements”).  Under the Fidelity Agreements, Fidelity has agreed to provide the Company services in 
connection with the Funds’ participation in Fidelity’s platform, including record maintenance, shareholder communication, and related 
services.  For the services provided pursuant to the Fidelity Agreements, the Company and Tributary pay Fidelity a fee computed daily 
and paid monthly, at the annual rate of 0.40% of the average daily net assets of the Shares of the Funds held in Fidelity’s customers’ 
accounts, to be subject to a minimum charge after one year.  Under a Fourth Amendment and Restated Fee Apportionment Agreement 
dated July 25, 2011 between the Company, Tributary, FNFA, and FNAM, the Company has agreed to pay 62.5% of such fee, and 
Tributary has agreed to pay 37.5% of such fee, provided that in no event will the Company pay more than 0.25% of the average daily 
net assets of the Shares of the Funds held in Fidelity’s customers’ accounts for such services.  Where appropriate, the sub-advisers will 
pay for 50% of the fee that Tributary owes based on the assets held in the Funds they sub-advise. 
 
Custodians  
 

On February 22, 2011, JPMorgan Chase Bank, National Association (the “Custodian”), located at One Chase Manhattan Plaza, 
New York, NY  10005, became the custodian to each of the Funds pursuant to a Domestic Custody Agreement dated January 28, 2011 
and amended March 1, 2011 (the “Domestic Custody Agreement”).  The Custodian’s responsibilities include safeguarding and 
controlling the Funds’ cash and securities, handling the receipt and delivery of securities, and collecting interest on the Funds’ 
investments.   
 

Prior to February 22, 2011, First National, located at 1620 Dodge Street, Omaha, NE  68197, served as custodian to the Funds 
pursuant to a Custodian Agreement dated December 20, 1994 and amended December 5, 1995, June 4, 1996, February 3, 1998, and 
July 1, 2007.  First National’s responsibilities included safeguarding and controlling the Funds’ cash and securities, handling the 
receipt and delivery of securities, and collecting interest on the Funds’ investments.  In consideration of such services, each Fund paid 
First National a fee, computed daily and paid monthly, at the annual rate of 0.03% of such Fund’s average daily net assets. 

 
Transfer Agency Services  
 

DST Systems, Inc., located at 210 West 10th Street, Kansas City, MO  64105, serves as Transfer Agent and dividend disbursing 
agent for the Company pursuant to an Agency Agreement dated July 1, 2005.  Pursuant to such agreement, the Transfer Agent, among 
other things, performs the following services in connection with each Fund’s Shareholders of record:  maintenance of Shareholder 
records; processing Shareholder purchase and redemption orders; processing transfers and exchanges of Shares of the Company on the 
Shareholder files and records; processing dividend payments and reinvestments; and assistance in the mailing of Shareholder reports 
and proxy solicitation materials.   
 
Banking Regulations  
 

Prior to November 1999, various judicial and administrative interpretations had interpreted Federal law, including the Federal 
Glass-Steagall Act, as limiting the mutual fund activities of certain banks and bank holding companies.  The Gramm-Leach-Bliley 
Financial Modernization Act was passed in November 1999 and effectively repealed the Glass-Steagall Act. 
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First National and Tributary each believe that they possessed, prior to the repeal of the Glass-Steagall Act, and continue to possess, 
the legal authority to perform the services each provides to each of the Funds as described in:  (i) the Prospectus and this SAI (with 
respect to First National and Tributary); (ii) the Master Advisory Agreement and the Tributary Co-Administration Agreement (with 
respect to Tributary); and (iii) the Servicing Agreement (with respect to First National), without violation of applicable statutes and 
regulations.  First National and Tributary have each been advised by their respective counsel that counsel believes that such laws 
should not prevent them from providing the services required of them under these agreements.  Future changes in either Federal or 
state statutes and regulations relating to the permissible activities of banks or bank holding companies and the subsidiaries or affiliates 
of those entities, as well as further judicial or administrative decisions or interpretations of present and future statutes and regulations, 
could prevent or restrict First National or Tributary, as the case may be, from continuing to perform such services for the Company.  
Depending upon the nature of any changes in the services which could be provided by First National or Tributary, the Board of 
Directors would review the Company’s relationship with such parties, and consider taking all action necessary in the circumstances. 
 
Independent Registered Public Accounting Firm  
 

KPMG LLP (“KPMG”), located at 303 E. Wacker Drive, Chicago, IL  60601, is the independent registered public accounting firm 
for the Funds.  KPMG provides financial auditing services as well as certain tax return preparation services for the Funds. 
 
Legal Counsel  
 

Husch Blackwell LLP, 1620 Dodge Street, Suite 2100, Omaha, NE  68102, is counsel to the Company. 
 
Codes of Ethics  
 

Rule 17j-1 under the 1940 Act is designed to prevent abuses that could occur as a result of conflicts of interest arising out of 
personal trading by persons involved with or with access to information about a Fund’s investment activities.  The Company, 
Tributary, FNFA, FNAM, and the Distributor have each adopted Codes of Ethics regarding personal investing by their personnel 
pursuant to Rule 17j-1 under the 1940 Act.  Each Code of Ethics conditionally permits personnel of the foregoing parties to invest in 
securities, including securities that may be purchased or held by a Fund. 
 

ADDITIONAL INFORMATION 
 

The Company was organized as a Nebraska corporation on October 12, 1994.  The Company and four of its portfolios were 
organized to acquire the assets and continue the business of the corresponding substantially identical investment portfolios of The 
Sessions Group, an Ohio business trust.  On April 10, 1995, the Company acquired approximately $326 million of assets from The 
Sessions Group in return for an equivalent dollar amount of Shares of the Company.  Additional portfolios have been added since 
then.  Each Share of a Fund represents an equal proportionate interest in that Fund with other Shares of the same Fund, and is entitled 
to such dividends and distributions out of the income earned on the assets belonging to that Fund as are declared at the discretion of 
the Board of Directors. 
 
Organization and Capital Structure  
 

The Company is authorized to issue a total of 1,000,000,000 Shares of common stock in series with a par value of $.00001 per 
share.  Four Hundred million (400,000,000) of these Shares have been authorized by the Board of Directors to be issued in series 
designated for the existing seven Funds.  The Board of Directors may re-allocate additional Shares in series, or may divide the Shares 
of any existing or new series into two or more subseries or classes, all without Shareholder approval.  The Board of Directors has 
authorized two classes of Shares for each Fund – the Institutional Class and the Institutional Plus Class.  As of the date of this SAI, the 
Board of Directors has authorized the issuance of 25,000,000 of the authorized Shares as Institutional Class shares and 25,000,000 of 
the authorized Shares as Institutional Plus Class Shares.  As of the date of this SAI, Institutional Class Shares have been issued and are 
outstanding for all Funds and Institutional Plus Class Shares have been issued and are outstanding for the Core Equity Fund and the 
Small Company Fund. 
 

All Shares, when issued, will be fully paid and non-assessable and will be redeemable and freely transferable.  All Shares have 
equal voting rights.  They can be issued as full or fractional Shares.  A fractional Share has the same kind of rights and privileges as a 
full Share on a pro-rata basis.  The Shares possess no preemptive or conversion rights. 
 

Each Share of a Fund has one vote (with proportionate voting for fractional Shares) irrespective of the relative net asset value of 
the Shares.  On some issues, such as the election of Directors, all Shares of a Fund vote together as one series.  Cumulative voting is 
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authorized.  This means that in a vote for the election of Directors, Shareholders may multiply the number of Shares they own by the 
number of directorships being filled and then allocate such votes to one or more Directors.  On issues affecting only a particular Fund, 
the Shares of the affected Fund vote as a separate series.  An example of such an issue would be a fundamental investment restriction 
pertaining to only one Fund. 
 

The Articles of Incorporation of the Company permit the Company, by resolution of its Board of Directors, to create new series of 
common Shares relating to new investment portfolios or to subdivide existing series of Shares into subseries or classes.  Classes can 
be utilized to create differing expense and fee structures for investors in the same Fund.  Differences can exist, for example, in the 
sales load, Plan fees, or Service Plan fees applicable to different classes of Shares offered by a particular Fund.  Such arrangements 
can enable the Company to tailor its marketing efforts to a broader segment of the investing public with a goal of attracting additional 
investments in the Funds.  The Board of Directors could create additional classes in the future without Shareholder approval.  
However, any such creation of classes would require compliance with regulations the SEC has adopted under the 1940 Act. 
 
Shareholder Meetings  
 

It is possible that the Company will not hold annual or periodically scheduled regular meetings of Shareholders.  Annual meetings 
of Shareholders will not be held unless called by the Shareholders pursuant to the Nebraska Business Corporation Act or unless 
required by the 1940 Act and the rules and regulations promulgated thereunder.  Special meetings of the Shareholders may be held, 
however, at any time and for any purpose, if called by (i) the Chairman of the Board, the President, and two or more Directors, or (ii) 
by one or more Shareholders holding 10% or more of the Shares entitled to vote on matters presented to the meeting, if such 
Shareholders comply with the requirements of the Nebraska Business Corporation Act.  Additionally, the local district court may 
summarily order that a special meeting be held if it is properly demanded and either (y) insufficient notice was given or (z) it was not 
held.  In addition, the 1940 Act requires a Shareholder vote for all amendments to fundamental investment policies, investment 
advisory contracts, and amendments thereto. 
 

Rule 18f-2 under the 1940 Act provides that any matter required to be submitted to the holders of the outstanding voting securities 
of an investment company such as the Company shall not be deemed to have been effectively acted upon unless approved by the 
holders of a majority of the outstanding Shares of each Fund affected by the matter.  For purposes of determining whether the 
approval of a majority of the outstanding Shares of a Fund will be required in connection with a matter, a Fund will be deemed to be 
affected by a matter unless it is clear that the interests of each Fund in the matter are identical, or that the matter does not affect any 
interest of the Fund.  Under Rule 18f-2, the approval of an investment advisory agreement or any change in investment policy would 
be effectively acted upon with respect to a Fund only if approved by a majority of the outstanding Shares of such Fund.  However, 
Rule 18f-2 also provides that the ratification of independent public accountants, the approval of principal underwriting contracts, and 
the election of Directors may be effectively acted upon by Shareholders of the Company voting without regard to series. 
 
Ownership of Shares   
 

As of July 22, 2011, First National and its affiliates held of record substantially all of the outstanding Institutional Class Shares of 
the Funds as agent, custodian, trustee, or investment adviser on behalf of its customers.  At such date, First National, 1620 Dodge 
Street, Omaha, NE  68197, and its affiliates held as beneficial owner 5% or more of the outstanding Institutional Class Shares of the 
Funds because it possessed sole or shared voting or investment power with respect to such Shares.  As of July 22, 2011, the Trustee 
for the State of Nebraska’s 529 College Savings Plan held as beneficial owner 5% or more of the outstanding Institutional Plus Class 
Shares of the Funds because the Trustee possessed sole or shared voting or investment power with respect to such Shares.  As of July 
22, 2011, the Short-Intermediate Fund, Income Fund, Balanced Fund, Growth Opportunities Fund, and Large Cap Fund did not have 
any Institutional Plus Class Shares outstanding.  
 
Control Persons and Principal Holders of Securities  
 

As of July 22, 2011, the following persons were the only persons who were record owners (or to the knowledge of the Company, 
beneficial owners) of 5% or more of the Institutional Class Shares of the Funds and of 5% or more of the Institutional Plus Class 
Shares of the Core Equity Fund and Small Company Fund.  As of July 22, 2011, no person was the record owner (or to the knowledge 
of the Company, beneficial owner) of 5% or more of the Institutional Plus Class Shares of the Short-Intermediate Fund, Income Fund, 
Balanced Fund, Growth Opportunities Fund, or Large Cap Fund.  Persons who owned of record or beneficially more than 25% of a 
Fund’s outstanding Shares may be deemed to “control” the Fund within the meaning of the 1940 Act.  The Company knows of no 
other persons who may be deemed to control a Fund.  Any person who may be deemed to control a Fund may have the ability to 
control any proposal submitted to the Shareholders for approval, including changes to such Fund’s fundamental policies or the terms 
of the advisory agreement with the investment adviser.  However, the Company believes that most of the Shares referred to below 



39 
 

were held by the below persons in accounts for their fiduciary, agency, or custodial customers; and accordingly, such ownership likely 
would not impact the voting rights of the respective Funds’ Shareholders.  Penfirn Company is a subsidiary of First National and is a 
Nebraska corporation.   
 
GROWTH OPPORTUNITIES FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
FIRST NATIONAL OF NEBRASKA INC FI 480135 
PO BOX 10758 
FARGO, ND  58106-0758 
 

2,570,217 
 

33.65% 
 

FRONTIER TRUST CO FBO  
NE MED CENTER 403B 480184 
PO BOX 10758 
FARGO, ND  58106-0758 
 

676,885 
 

8.86% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

 
 

1,078,066 
 

 
 

14.11% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

 
 

532,526 
 

 
 

6.97% 
 

 
CORE EQUITY FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
FIRST NATIONAL OF NEBRASKA INC FI 480135 
PO BOX 10758 
FARGO, ND  58106-0758 
 

3,198,173 
 

24.39% 
 

MITRA & CO FBO NG  
C/O M&I TRUST CO NA ATTN MFN MF 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

1,018,297 
 

7.77% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

3,297,247 
 

 
 

25.15% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

2,817,815 
 

 
 

21.49% 
 

 
CORE EQUITY FUND – INSTITUTIONAL PLUS CLASS 
 
Shareholder Number of Shares Percent of Class 
MAC & CO A/C UBNF 2002002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 
 

3,931,621 
 

19.86% 
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MAC & CO A/C UBNF 1002002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 
 

10,312,218 
 

52.08% 
 

MAC & CO A/C UBNF 3002002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 

 
 

5,555,509 
 

 
 

28.06% 
 

  
SHORT-INTERMEDIATE FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
FIRST NATIONAL OF NEBRASKA INC FI 480135 
PO BOX 10758 
FARGO, ND  58106-0758 
 

1,676,665 
 

22.80% 
 

MITRA & CO FBO NG  
C/O M&I TRUST CO NA ATTN MFN MF 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

848,371 
 

11.54% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

1,739,442 
 

23.66% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

2,229,386 
 

30.32% 
 

 
SMALL COMPANY FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
FIRST NATIONAL OF NEBRASKA INC FI 480135 
PO BOX 10758 
FARGO, ND  58106-0758 
 

946,407 
 

24.06% 
 

MITRA & CO FBO NG  
C/O M&I TRUST CO NA ATTN MFN MF 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

239,115 
 

6.08% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

1,154,626 
 

29.35% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

555,227 
 

14.11% 
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SMALL COMPANY FUND – INSTITUTIONAL PLUS CLASS 
 
Shareholder Number of Shares Percent of Class 
MAC & CO A/C UBNF 3003002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 
 

702,029 
 

21.41% 
 

MAC & CO A/C UBNF 1003002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 
 

1,804,831 
 

55.04% 
 

MAC & CO A/C UBNF 2003002  
ATTN MUTUAL FUND OPERATIONS 
PO BOX 3198 
PITTSBURGH, PA  15230-3198 

772,230 
 

23.55% 
 

 
BALANCED FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
PENFIRN COMPANY  
SIMPLE 401K 
C/O TRUST DEPT – DAMON WISER 
OMAHA, NE  68103-0128 
 

222,813 
 

7.85% 
 

FRONTIER TRUST CO FBO 
FIRST NATIONAL NEBRASKS INC FI 480135 
PO BOX 10758 
FARGO, ND  58106-0758 
 

751,308 
 

26.49% 
 

FRONTIER TRUST CO FBO 
STEAMFITTERS LOCAL UNION NO 464 AN 480224 
PO BOX 10758 
FARGO, ND  58106-0758 

272,457 
 

9.60% 
 

 
INCOME FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
NE MED CENTER 403B 480184 
PO BOX 10758 
FARGO, ND  58106-0758 
 

945.821 
 

16.83% 
 

MITRA & CO FBO NG  
C/O M&I TRUST CO NA ATTN MFN MF 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

436,831 
 

7.77% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

1,563,994 
 

27.83% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

2,224,203 
 

39.58% 
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LARGE CAP FUND – INSTITUTIONAL CLASS 
 
Shareholder Number of Shares Percent of Class 
FRONTIER TRUST CO FBO  
FIRST NATIONAL OF NEBRASKA INC FI 
PO BOX 10758 
FARGO, ND  58106-0758 
 

2,795,143 
 

35.13% 
 

C/O M&I TRUST CO NA ATTN MFN MF  
MARIL & CO FBO NG 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 
 

1,740,131 
 

21.87% 
 

VALLE & CO FBO NG  
M&I TRUST CO N A 
11270 W PARK PL STE 400 
MILWAUKEE, WI  53224-3638 

2,705,982 
 

34.01% 
 

 
Vote of a Majority of the Outstanding Shares  
 

As used in the Prospectus and this SAI, a “vote of a majority of the outstanding Shares” of a Fund means the affirmative vote, at a 
meeting of Shareholders duly called, of the lesser of (i) 67% or more of the votes of Shareholders of such Fund present at a meeting at 
which the holders of more than 50% of the votes attributable to Shareholders of record of that Fund are represented in person or by 
proxy, or (ii) the holders of more than 50% of the outstanding Shares of that Fund. 
 
Additional Tax Information  
 

The following discussion is a general summary of the material U.S. federal income tax considerations applicable to the Funds and 
to an investment in the Funds by a U.S. stockholder.  This summary does not purport to be a complete description of the income tax 
considerations applicable to such an investment.  For example, the following does not describe income tax consequences that are 
assumed to be generally known by U.S. shareholders or certain considerations that may be relevant to certain types of U.S. 
shareholders subject to special treatment under U.S. federal income tax laws, including tax-exempt organizations, insurance 
companies, dealers in securities, pension plans and trusts and financial institutions.  This summary assumes that U.S. shareholders 
hold Shares as capital assets (within the meaning of the Code).  The discussion is based upon the Code, Treasury regulations, and 
administrative and judicial interpretations, each as of the date of this SAI and all of which are subject to change, possibly retroactively, 
which could affect the continuing validity of this discussion.  This summary does not discuss any aspects of U.S. estate or gift tax or 
foreign, state, or local tax and does not discuss any tax consequences to investors that are not U.S. shareholders.  Furthermore, this 
discussion generally does not reflect possible application of the alternative minimum tax (“AMT”). 
 

Each of the Funds is treated as a separate entity for federal income tax purposes and each intends to qualify as a “regulated 
investment company” (“RIC”) under Subchapter M of the Code, for so long as such qualification is in the best interest of such Fund’s 
Shareholders.  Qualification as a RIC under the Code requires, among other things, that the regulated investment company distribute 
to its Shareholders at least 90% of its investment company taxable income (generally, net investment income plus the excess if any, of 
net short-term capital gains over long-term capital losses).  In addition, in order to qualify as a RIC, the following source-of-income 
and asset-diversification requirements must be met:  (i) at least 90% of a Fund’s gross income each taxable year must be derived from 
dividends, interest, payments with respect to securities loans, gains from the sale or other disposition of stock, securities, or foreign 
currencies, and certain other related income, including, generally, certain gains from options, futures and forward contracts derived 
with respect to its business of investing in such stock, securities, or currencies, and net income derived from an interest in a qualified 
publicly traded partnership; (ii) at the end of each fiscal quarter of a Fund’s taxable year, at least 50% of the value of the Fund’s total 
assets must be represented by cash and cash items, U.S. Government securities, securities of other RICs, and other securities, with 
such other securities limited, in respect to any one issuer, to an amount not greater than 5% of the value of the Fund’s total assets or 
more than 10% of the outstanding voting securities of such issuer; and (iii) at the end of each fiscal quarter of a Fund’s taxable year, 
not more than 25% of the value of its total assets is invested in (x) the securities (other than U.S. Government securities or securities 
of other RICs) of any one issuer, (y) the securities of two or more issuers that a Fund controls and which are engaged in the same, or 
similar, or related trades or businesses or (z) the securities of one or more qualified publicly traded partnerships.   
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Each Fund contemplates declaring as dividends 100% of its investment company taxable income (before deduction of dividends 
paid).  In order to avoid the imposition of an excise tax, each Fund is required to distribute annually, prior to calendar year end, 98% 
of taxable ordinary income on a calendar year basis, 98.2% of capital gain net income realized in the 12 months preceding October 31, 
and the balance of undistributed taxable ordinary income and capital gain net income from the prior calendar year.  If distributions 
during the calendar year were less than the required amounts, that Fund would be subject to a nondeductible 4% excise tax on the 
deficiency.  Each Fund intends to make sufficient distributions to avoid liability for federal excise tax, but can make no assurances that 
such tax will be completely eliminated.  A Fund may in certain circumstances be required to liquidate its investments in order to make 
sufficient distributions to avoid federal excise tax liability at a time when the investment adviser might not otherwise have chosen to 
do so, and liquidation of investments in such circumstances may affect the ability of a Fund to satisfy the requirement for qualification 
as a RIC.  If a Fund’s distributions exceed its taxable income and capital gains realized during a taxable year, all or a portion of the 
distributions made in the same taxable year may be recharacterized as a return of capital to the Shareholders.  A return of capital 
distribution will generally not be taxable, but will reduce each Shareholder’s cost basis in a Fund and result in a higher reported capital 
gain or lower reported capital loss when those Shares on which the distribution was received are sold. 
 

Although each Fund expects to qualify as a RIC and to be relieved of all or substantially all federal income taxes, depending upon 
the extent of its activities in states and localities in which its offices are maintained, in which its agents or independent contractors are 
located, or in which it is otherwise deemed to be conducting business, a Fund may be subject to the tax laws of such states or 
localities.  In addition, if for any taxable year that Fund does not qualify for the special tax treatment afforded RICs, all of its taxable 
income will be subject to federal tax at regular corporate rates (without any deduction for distributions to its Shareholders) and its 
distributions (including capital gain distributions) generally will be taxed as dividends to Shareholders.  In such event, dividend 
distributions would be taxable to Shareholders to the extent of earnings and profits, and corporate Shareholders would be eligible for 
the dividends received deduction.  Non-corporate Shareholders would generally be able to treat such dividend distributions as 
“qualified dividend income” eligible for reduced rates of U.S. federal income taxation in taxable years beginning on or before 
December 31, 2012, provided in each case that certain holding period and other requirements are satisfied. 
 

Foreign taxes may be imposed on a Fund by foreign countries with respect to its income from foreign securities.  Foreign countries 
generally do not impose taxes on capital gains with respect to investments by foreign investors.  If more than 50% of the value of a 
Fund’s total assets at the close of its taxable year consists of securities of foreign corporations, a Fund will be eligible to file an 
election with the IRS that will enable Shareholders, in effect, to receive the benefit of the foreign tax credit with respect to any foreign 
and United States possessions income taxes paid by a Fund.  Since less than 50% in value of a Fund’s total assets at the end of its 
fiscal year are expected to be invested in stocks or securities of foreign corporations, such Fund will not be entitled under the Code to 
pass through to its Shareholders their pro rata share of the foreign taxes paid by the Fund.  These taxes will be taken as a deduction by 
such Fund. 
 

Each Fund will be required in certain cases to backup withhold at applicable withholding rates and remit to the United States 
Treasury the amount withheld on amounts paid to any Shareholder who (i) has provided either an incorrect tax identification number 
or no number at all, (ii) who is subject to withholding by the IRS for failure to properly include on their return payments of interest or 
dividends, (iii) who has failed to certify to the Fund such Shareholder is not subject to backup withholding, or (iv) has failed to certify 
to the Fund that they are a U.S. person (including a resident alien).  Backup withholding is not an additional tax.  Any amounts 
withheld from payments made to you may be refunded or credited against your U.S. federal income tax liability, if any, provided that 
the required information is furnished to the IRS. 
 

A Fund may invest in complex securities that may be subject to numerous special and complex tax rules.  These rules could affect 
whether gains and losses recognized by a Fund are treated as ordinary income or capital gain, accelerate the recognition of income to a 
Fund and/or defer a Fund’s ability to recognize losses.  In turn, those rules may affect the amount, timing, or character of the income 
distributed to you by a Fund. 
 

Distributions paid by a Fund from its investment company taxable income, which includes realized net short-term capital gain, 
generally are taxable to U.S. shareholders as ordinary income to the extent of the Fund’s earnings and profits, whether paid in cash or 
in Shares.  Such distributions (if designated by the Fund) may qualify (provided holding period and certain other requirements are 
met) (i) for the dividends received deduction available to corporations, but only to the extent that a Fund’s income consists of 
dividends received from U.S. corporations, excluding distributions from REITs and certain other entities and (ii) in the case of non-
corporate U.S. shareholders, as qualified dividend income eligible to be taxed at the reduced maximum rate of generally 15% (5% for 
such shareholders in lower tax brackets) to the extent that the Fund receives qualified dividend income, and provided in each case 
certain holding period and other requirements are met.  Qualified dividend income is, in general, dividend income from taxable 
domestic corporations and qualified foreign corporations (e.g., generally, foreign corporations incorporated in a possession of the 
United States or in certain countries with a comprehensive tax treaty with the United States, or the stock of which is readily tradable 
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on an established securities market in the United States).  A qualified foreign corporation generally excludes any foreign corporation 
which for the taxable year of the corporation in which the dividend was paid, or the preceding taxable year, is a passive foreign 
investment company. 
 

Distributions of a Fund’s net capital gain (which generally is its realized net long-term capital gains in excess of realized net short-
term capital losses), properly designated by the Fund as capital gain dividends, if any, are taxable to U.S. shareholders at rates 
applicable to long-term capital gain, whether paid in cash or in Shares, and regardless of how long the U.S. shareholder held the 
Fund’s Shares.  Capital gain dividends are not eligible for the dividends received deduction.  The maximum tax rate on net capital gain 
of non-corporate U.S. shareholders is generally 15% (0% for such non-corporate shareholders in lower brackets).  Distributions in 
excess of the Fund’s earnings and profits, which represents a “return of invested principal,” first reduce the adjusted tax basis of a U.S. 
Shareholder’s Shares and, after such adjusted tax basis is reduced to zero, constitutes capital gain to such U.S. stockholder (assuming 
the stockholder’s Fund Shares are held as a capital asset).  For non-corporate taxpayers, distributions of investment company taxable 
income (other than qualified dividend income) may currently be taxed at a maximum rate of 35%, while net capital gain generally will 
be taxed at a maximum rate of 15%.  For corporate taxpayers, both investment company taxable income and net capital gain are taxed 
at a maximum rate of 35%.  To the extent that a distribution from a Fund is taxable, it is generally included in a Shareholder’s gross 
income for the taxable year in which the Shareholder receives the distribution.  However, if a Fund declares a dividend in October, 
November, or December but pays it in January, it will be taxable to the Shareholders as if the dividend was received in the calendar 
year it was declared.  Every year, each Shareholder will receive a statement detailing the tax status of any Fund distributions for that 
year. 
 

Any gain or loss recognized on a sale, exchange, or redemption of Shares of a Fund by a Shareholder who is not a dealer in 
securities will generally, for individual Shareholders, be treated as a long-term capital gain or loss if the Shares have been held for 
more than twelve months and otherwise will be treated as a short-term capital gain or loss.  However, if Shares on which a 
Shareholder has received a net capital gain distribution are subsequently sold, exchanged, or redeemed and such Shares have been 
held for six months or less, any loss recognized will be treated as a long-term capital loss to the extent of the net capital gain 
distribution.  In addition, the loss realized on a sale or other disposition of Shares will be disallowed to the extent a Shareholder 
repurchases (or enters into a contract to or option to repurchase) Shares of the same Fund within a period of 61 days (beginning 30 
days before and ending 30 days after the disposition of the Shares).  This loss disallowance rule will apply to Shares received through 
the reinvestment of dividends during the 61-day period.  The disallowed loss will be added to the cost basis of the new Shares 
acquired. 

 
The Regulated Investment Company Modernization Act of 2010 the (“Act”) was enacted on December 22, 2010.  In general, the 

provisions of the Act are effective for the Funds’ fiscal year beginning April 1, 2011.  Under the Act, the Fund is permitted to carry 
forward capital losses for an unlimited period.  However, any losses incurred during those future taxable years will be required to be 
utilized prior to the losses incurred in pre-enactment taxable years.  As a result of this ordering rule, pre-enactment capital loss carry 
forwards may be more likely to expire unused.  Additionally, post-enactment capital losses that are carried forward will retain their 
character as either short-term or long-term capital losses, and will not be considered exclusively short-term, as under previous law. 
 
State Taxes 
 

Distributions by a Fund to Shareholders and the ownership of Shares may be subject to state and local taxes.  Rules of state and 
local taxation of dividend and capital gains distributions from RICs often differ from the rules for federal income taxation described 
above.  Shareholders are urged to consult their tax adviser regarding state and local tax rules affecting an investment in Fund Shares. 
 

Many states grant tax-free status to dividends paid to you from interest earned on direct obligations of the U.S. government, 
subject in some states to minimum investment requirements that must be met by a Fund.  Investment in Ginnie Mae or Fannie Mae 
securities, bankers’ acceptances, commercial paper, and repurchase agreements collateralized by U.S. government securities do not 
generally qualify for such tax-fee treatment.  The rules on exclusion of this income are different for corporate Shareholders. 
 

Information set forth in the Prospectus and this SAI which relates to federal taxation is only a summary of some of the important 
federal tax considerations generally affecting purchasers of Shares of a Fund.  No attempt has been made to present a detailed 
explanation of the federal income tax treatment of a Fund or its Shareholders and this discussion is not intended as a substitute for 
careful tax planning.  Accordingly, potential purchasers of Shares of a Fund are urged to consult their tax advisers with specific 
reference to their own tax situation.  In addition, the tax discussion in the Prospectus and this SAI is based on tax laws and regulations 
which are in effect on the date of the Prospectus and this SAI; such laws and regulations may be changed by legislative or 
administrative action. 
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Miscellaneous  
 

The Prospectus and this SAI omit certain of the information contained in the Company’s Registration Statement filed with the 
SEC.  Copies of such information may be obtained from the SEC upon payment of the prescribed fee. 
 

The Prospectus and this SAI are not an offering of the securities herein described in any state in which such offering may not 
lawfully be made.  No salesman, dealer, or other person is authorized to give any information or make any representation other than 
those contained in the Prospectus and this SAI. 
 
Financial Statements  
 

The following audited financial statements for all Funds are contained in the Funds’ Annual Report, which is incorporated herein 
by reference, and considered legally part of, this SAI.  The financial statements and related report of the Funds’ independent registered 
public accounting firm included in the Funds’ annual report for the fiscal year ended March 31, 2011 are incorporated by reference 
into this SAI.  Copies of the Annual Report may be obtained, free of charge, by writing to the Company at P.O. Box 219022, Kansas 
City, MO  64141-6022, or by telephoning toll free (800) 662-4203. 
 

1. Schedules of Portfolio Investments as of March 31, 2011  
 
2. Statements of Assets and Liabilities as of March 31, 2011  
 
3. Statements of Operations for the period ended March 31, 2011 
 
4. Statements of Changes in Net Assets for the periods ended March 31, 2011 and 2010 
 
5. Financial Highlights  
 
6. Notes to Financial Statements  
 
7. Report of Independent Registered Public Accounting Firm  
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APPENDIX A 
 

Investment Grade Debt Securities.  As stated in the Prospectus, each Fund may invest in debt securities rated at purchase BBB or 
better by Standard & Poor’s Corporation (“S&P”), Baa or better by Moody’s Investors Service, Inc. (“Moody’s”), or the equivalent 
rating or better by nationally recognized statistical rating organization (“NRSRO”), or if unrated, considered by the Fund’s Adviser to 
be of comparable quality (“Investment Grade Debt Securities”). 
 

As with other fixed-income securities, Investment Grade Debt Securities are subject to credit risk and market risk.  Market risk 
relates to changes in a security’s value as a result of changes in interest rates.  Credit risk relates to the ability of the issuer to make 
payments of principal and interest.  Because certain Investment Grade Securities are traded only in markets where the number of 
potential purchasers and sellers, if any, is limited, the ability of a Fund to sell such securities at their fair value either to meet 
redemption requests or to respond to changes in the financial markets may be limited.  Particular types of Investment Grade Debt 
Securities may present special concerns.  Some Investment Grade Debt Securities may be subject to redemption or call provisions that 
may limit increases in market value that might otherwise result from lower interest rates while increasing the risk that a Fund may be 
required to reinvest redemption or call proceeds during a period of relatively low interest rates. 
 

The credit ratings issued by NRSROs are subject to various limitations.  For example, while such ratings evaluate credit risk, they 
ordinarily do not evaluate the market risk of Investment Grade Debt Securities.  In certain circumstances, the ratings may not reflect in 
a timely fashion adverse developments affecting an issuer.  For these reasons, the Advisers conduct their own independent credit 
analysis of Investment Grade Debt Securities.  Should subsequent events cause the rating of a debt security purchased by one of the 
Funds to fall below the fourth highest rating category, as the case may be, the Fund’s Adviser will consider such an event in 
determining whether that Fund should continue to hold that security.  The Advisers expect that they would not retain more than 5% of 
the assets of any Fund in such downgraded securities.  In no event, however, would that Fund be required to liquidate any such 
portfolio security where the Fund should suffer a loss on the sale of such securities. 
 

Commercial Paper Ratings.  Commercial paper ratings of S&P are current assessments of the likelihood of timely payment of debt 
considered short-term in the relevant market.  Commercial paper rated A1 by S&P indicates that the degree of safety regarding timely 
payment is strong.  Those issues determined to possess extremely strong safety characteristics are denoted Al+.  Commercial paper 
rated A2 by S&P indicates that capacity for timely payment on issues is satisfactory.  However, the relative degree of safety is not as 
high as for issues designated A1.  Commercial paper rated A3 by S&P indicates adequate capacity for timely payment.  Such paper is, 
however, more vulnerable to the adverse effects of changes in circumstances than obligations carrying the higher designations.  
Commercial paper rated B by S&P is regarded as having only speculative capacity for timely payment.  Commercial paper rated C by 
S&P is regarded as short-term obligations with a doubtful capacity for payment.  Commercial paper rated D by S&P is in payment 
default.  The D rating category is used when interest payments or principal payments are not made on the date due, even if the 
applicable grace period has not expired, unless S&P believes that such payments will be made during such grace period.  Commercial 
paper rated A3, A2, or A1 by S&P is considered to be “investment grade.” 
 

Moody’s commercial paper rating are opinions of the ability of issuers to repay punctually senior debt obligations which have an 
original maturity not exceeding one year.  The rating Prime1 is the highest commercial paper rating assigned by Moody’s.  Issuers 
rated Prime1 (or supporting institutions) are considered to have a superior capacity for repayment of senior short-term debt 
obligations.  Prime1 repayment ability will often be evidenced by many of the following characteristics:  leading market positions in 
well established industries; high rates of return on funds employed; conservative capitalization structure with moderate reliance on 
debt and ample asset protection; broad margins in earnings coverage of fixed financial charges and high internal cash generation; and 
well-established access to a range of financial markets and assured sources of alternate liquidity.  Issuers rated Prime2 (or supporting 
institutions) have a strong ability for repayment of senior short-term debt obligations.  This will normally be evidenced by many of the 
characteristics of Prime1 rated issuers, but to a lesser degree.  Earnings trends and coverage ratios, while sound, will be more subject 
to variations.  Capitalization characteristics, while still appropriate, may be more affected by external conditions.  Ample alternative 
liquidity is maintained.  Issuers rated Prime3 (or supporting institutions) have a strong ability for repayment of senior short-term debt 
obligations.  The effects of industry characteristics and market composition may be more pronounced.  Variability in earnings and 
profitability may result in changes in the level of debt protection measurements and the requirement for relatively high financial 
leverage.  Adequate alternate liquidity is maintained.  Commercial paper rated Prime3, Prime2, or Prime1 by Moody’s is considered to 
be “investment grade.” 
 

Commercial paper rated Fl+ by Fitch Inc. (“Fitch”) is regarded as having the strongest degree of assurance for timely payments.  
Commercial paper rated F1 by Fitch is regarded as having an assurance of timely payment only slightly less than the strongest rating, 
i.e., Fl+.  Commercial paper rated F2 by Fitch is regarded as having a satisfactory degree of assurance of timely payment, but the 
margin of safety is not as great as for issues assigned Fl+ or F1 ratings.  Commercial paper rated F1+, F1, or F2 by Fitch is considered 
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to be “investment grade.”  While commercial paper rated F3 by Fitch is regarded as having characteristics suggesting that the degree 
of assurance for timely payment is adequate, and is considered “investment grade,” near-term adverse changes could cause this 
commercial paper to be rated below “investment grade.”  Commercial paper rated FS by Fitch is regarded as having characteristics 
suggesting a minimal degree of assurance for timely payment and is vulnerable to near term adverse changes in financial and 
economic conditions.  Commercial paper rated D by Fitch is in actual or imminent payment default. 
 

The plus (+) sign is used after a rating symbol to designate the relative position of an issuer within the rating category. 
 

Corporate Debt Ratings.  A S&P corporate debt rating is a current assessment of the credit-worthiness of an obligor with respect to 
a specific obligation.  Debt rated AAA has the highest rating assigned by S&P.  Capacity to pay interest and repay principal is 
extremely strong.  Debt rated AA has a very strong capacity to pay interest and to repay principal and differs from the highest rated 
issues only in small degree.  Debt rated A has a strong capacity to pay interest and repay principal although it is somewhat more 
susceptible to adverse effects of changes in circumstances and economic conditions than debt in higher rated categories.  Debt rated 
BBB is regarded as having an adequate capacity to pay interest and repay principal.  Whereas it normally exhibits adequate protection 
parameters, adverse economic conditions, or changing circumstances are more likely to lead to a weakened capacity to pay interest 
and repay principal for debt in this category than in higher rated categories.  Corporate debt rated BBB, A, AA, and AAA by S&P is 
considered to be “investment grade” corporate debt. 
 

The following summarizes the four highest ratings used by Moody’s for corporate debt.  Bonds that are rated Aaa by Moody’s are 
judged to be of the best quality.  They carry the smallest degree of investment risk and are generally referred to as “gilt edged.”  
Interest payments are protected by a large or by an exceptionally stable margin and principal is secure.  While the various protective 
elements are likely to change, such changes as can be visualized are most unlikely to impair the fundamentally strong position of such 
issues.  Bonds that are rated Aa are judged to be of high quality by all standards.  Together with the Aaa group, they comprise what 
are generally known as high grade bonds.  They are rated lower than the best bonds because margins of protection may not be as large 
as in Aaa securities or fluctuation of protective elements may be of greater amplitude or there may be other elements present which 
make the long-term risks appear somewhat larger than in Aaa securities.  Bonds that are rated A by Moody’s possess many favorable 
investment attributes and are to be considered as upper medium grade obligations.  Factors giving security to principal and interest are 
considered adequate, but elements may be present which suggest a susceptibility to impairment some time in the future.  Bonds that 
are rated Baa by Moody’s are considered as medium grade obligations, i.e., they are neither highly protected nor poorly secured.  
Interest payments and principal security appear adequate for the present but certain protective elements may be lacking or may be 
characteristically unreliable over any great length of time.  Such bonds lack outstanding investment characteristics and in fact have 
speculative characteristics as well.  Corporate debt rated Baa, A, Aa, and Aaa by Moody’s is considered to be “investment grade” 
corporate debt. 
 

Moody’s applies numerical modifiers (1, 2, and 3) with respect to bonds rated Aa through Baa.  The modifier 1 indicates that the 
bond being rated ranks in the higher end of its generic rating category; the modifier 2 indicates a midrange ranking; and the modifier 3 
indicates that the bond ranks in the lower end of its generic rating category. 
 

The following summarizes the four highest long-term debt ratings by Duff & Phelps Credit Rating Co.  Debt rated AAA has the 
highest credit quality.  The risk factors are negligible being only slightly more than for risk-free U.S. Treasury debt.  Debt rated AA 
has a high credit quality and protection factors are strong.  Risk is modest but may vary slightly from time to time because of 
economic conditions.  Debt rated A has protection factors that are average but adequate.  However, risk factors are more variable and 
greater in periods of economic stress.  Debt rated BBB has below average protection factors but is still considered sufficient for 
prudent investment.  However, there is considerable variability in risk during economic cycles.  To provide more detailed indications 
of credit quality, the ratings from AA to BBB may be modified by the addition of a plus or minus sign to show relative standing within 
this major rating category. 
 

The following summarizes the four highest long-term debt ratings by Fitch (except for AAA ratings, plus or minus signs are used 
with a rating symbol to indicate the relative position of the credit within the rating category).  Bonds rated AAA are considered to be 
of the highest credit quality.  The obligor has an exceptionally strong ability to pay interest and repay principal, which is unlikely to be 
affected by reasonably foreseeable events.  Bonds rated AA are considered to be of very high credit quality.  The obligor’s ability to 
pay interest and repay principal is very strong, although not quite as strong as bonds rated AAA.  Because bonds rated in the AAA and 
AA categories are not significantly vulnerable to foreseeable future developments, short-term debt of these issues is generally rated F-
1+.  Bonds rated as A are considered to be of high credit quality.  The obligor’s ability to pay interest and repay principal is considered 
to be strong, but may be more vulnerable to adverse changes in economic conditions and circumstances than bonds with higher 
ratings.  Bonds rated BBB are considered to be of satisfactory credit quality.  The obligor’s ability to pay interest and repay principal 
is considered to be adequate.  Adverse changes in economic conditions and circumstances, however, are more likely to have adverse 
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impact on these bonds, and therefore, impair timely payment.  The likelihood that the ratings for these bonds will fall below 
“investment grade” is higher than for bonds with higher ratings.  Corporate debt rated BBB, A, AA, and AAA by S&P is considered to 
be “investment grade” corporate debt. 
 
Municipal Obligations Ratings  
 

The following summarizes the three highest ratings used by Moody’s for state and municipal short-term obligations.  Obligations 
bearing MIG1 or VMIG1 designations are of the best quality, enjoying strong protection by established cash flows, superior liquidity 
support, or demonstrated broadbased access to the market for refinancing.  Obligations rated MIG2 or VMIG2 denote high quality 
with ample margins of protection although not so large as in the preceding rating group.  Obligations bearing MIG3 or VMIG3 denote 
favorable quality.  All security elements are accounted for but there is lacking the undeniable strength of the preceding grades.  
Liquidity and cash flow protection may be narrow and market access for refinancing is likely to be less well established. 
 

S&P SP1, SP2, and SP3 municipal note ratings (the three highest ratings assigned) are described as follows: 
 

“SP1”:  Very strong or strong capacity to pay principal and interest.  Those issues determined to possess overwhelming safety 
characteristics will be given a plus (+) designation. 
 
“SP2”:  Satisfactory capacity to pay principal and interest.  
 
“SP3”:  Speculative capacity to pay principal and interest.  

 
The following summarizes the four highest ratings used by Moody’s for state and municipal bonds: 

 
“Aaa”:  Bonds judged to be of the best quality.  They carry the smallest degree of investment risk and are generally referred to 
as “gilt edge.”  Interest payments are protected by a large or by an exceptionally stable margin and principal is secure.  While 
the various protective elements are likely to change, such changes as can be visualized are most unlikely to impair the 
fundamentally strong position of such issues. 

 
“Aa”:  Bonds judged to be of high quality by all standards.  Together with the Aaa group they comprise what are generally 
known as high grade bonds.  They are rated lower than the best bonds because margins of protection may not be as large as in 
Aaa securities or fluctuation of protective elements may be of greater amplitude or there may be other elements present which 
make the long-term risks appear somewhat larger than in Aaa securities. 

 
“A”:  Bonds which possess many favorable investment attributes and are to be considered as upper medium grade obligations.  
Factors giving security to principal and interest are considered adequate, but elements may be present which suggest a 
susceptibility to impairment sometime in the future. 

 
“Baa”:  Bonds which are considered as medium grade obligations, i.e., they are neither highly protected nor poorly secured.  
Interest payments and principal security appear adequate for the present but certain protective elements may be lacking or may 
be characteristically unreliable over any great length of time.  Such bonds lack outstanding investment characteristics and in 
fact have speculative characteristics as well. 

 
The following summarizes the four highest ratings used by S&P for state and municipal bonds: 

 
“AAA”:  Debt which has the highest rating assigned by S&P.  Capacity to pay interest and repay principal is extremely strong. 

 
“AA”:  Debt which has a very strong capacity to pay interest and repay principal and differs from the highest rated issues only 
in small degree. 

 
“A”:  Debt which has a strong capacity to pay interest and repay principal although it is somewhat more susceptible to the 
adverse effects of changes in circumstances and economic conditions than debt in higher rated categories. 

 
“BBB”:  Debt which has adequate capacity to pay interest and repay principal.  Whereas it normally exhibits adequate 
protection parameters, adverse economic conditions or changing circumstances are more likely to lead to a weakened capacity 
to pay interest and repay principal for debt in this category than in higher rated categories. 

 



A-4 
 

Definitions of Certain Money Market Instruments  
 

Commercial Paper.  Commercial paper consists of unsecured promissory notes issued by corporations.  Issues of commercial 
paper normally have maturities of less than nine months and fixed rates of return. 
 

Certificates of Deposit.  Certificates of Deposit are negotiable certificates issued against funds deposited in a commercial bank or a 
savings and loan association for a definite period of time and earning a specified return. 
 

Bankers’ Acceptances.  Bankers’ acceptances are negotiable drafts or bills of exchange, normally drawn by an importer or exporter 
to pay for specific merchandise, which are “accepted” by a bank, meaning, in effect, that the bank unconditionally agrees to pay the 
face value of the instrument on maturity. 
 

U.S. Treasury Obligations.  U.S. Treasury Obligations are obligations issued or guaranteed as to payment of principal and interest 
by the full faith and credit of the U.S. government.  These obligations may include Treasury bills, notes and bonds, and issues of 
agencies and instrumentalities of the U.S. government, provided such obligations are guaranteed as to payment of principal and 
interest by the full faith and credit of the U.S. government. 
 

U.S. Government Agency and Instrumentality Obligations.  Obligations of the U.S. government include Treasury bills, certificates 
of indebtedness, notes and bonds, and issues of agencies and instrumentalities of the U.S. government, such as the Government 
National Mortgage Association, the Tennessee Valley Authority, the Farmers Home Administration, the Federal Home Loan Banks, 
the Federal Intermediate Credit Banks, the Federal Farm Credit Banks, the Federal Land Banks, the Federal Housing Administration, 
the Federal National Mortgage Association, and the Federal Home Loan Mortgage Corporation.  Some of these obligations, such as 
those of the Government National Mortgage Association, are supported by the full faith and credit of the U.S. Treasury; others, such 
as those of the Federal National Mortgage Association, are supported by the right of the issuer to borrow from the Treasury; others, 
such as those of the Federal Farm Credit Banks, are supported only by the credit of the instrumentality.  No assurance can be given 
that the U.S. government would provide financial support to U.S. government-sponsored instrumentalities if it is not obligated to do so 
by law. 
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APPENDIX B 
 

PROXY VOTING POLICIES AND PROCEDURES 
 
Proxy Voting Policies and Procedures of Tributary Funds, Inc. 
 
It is the policy of the Board of Directors of Tributary Funds, Inc. (the “Board”) to delegate the responsibility for voting proxies 
relating to portfolio securities to each investment adviser as a part of the adviser’s general management of the portfolio, subject to the 
Board’s continuing oversight.  The following are the guidelines adopted by the Board for the administration of this policy: 
 
Fiduciary Duty.  The right to vote a proxy with respect to portfolio securities held in portfolios of Tributary Funds, Inc. (the “Funds”) 
is an asset of the Funds.  Each adviser/sub-adviser to whom authority to vote on behalf of the Funds is delegated acts as a fiduciary of 
the Funds and must vote proxies in a manner consistent with the best interest of the Funds and its shareholders. 
 
Review of Policies & Procedures.  Each adviser must present to the Board its policies, procedures and other guidelines for voting 
proxies at least annually, and must notify the Board promptly of material changes to any of these documents.  The Board shall review 
the policies, procedures and other guidelines presented by each adviser to determine that they meet the requirements of this policy. 
 
Reporting.  The adviser's annual proxy report must include a separate report of proxies with respect to which the adviser or its 
affiliates have a relationship with the companies issuing the proxy that gives rise to a conflict of interest between the adviser and the 
Funds.  The report must indicate the nature of the conflict of interest between the adviser and the Funds and how that conflict was 
resolved with respect to the voting of the proxy. 
 
Sub-Advisers.  The adviser may, but is not required to, further delegate the responsibility for voting proxies relating to portfolio 
securities to a sub-adviser retained to provide investment advisory services to portfolios of the Funds.  If such responsibility is 
delegated to a sub-adviser, the sub-adviser shall assume the reporting responsibilities of the adviser under these policy guidelines. 
 
Record Retention.  Each adviser/sub-adviser will maintain such records with respect to the voting of proxies as may be required by the 
Investment Advisers Act of 1940, as amended, and the rules promulgated thereunder or by the Investment Company Act of 1940, as 
amended, and the rules promulgated thereunder.  
 
Revocation.  The delegation of authority by the Board to vote proxies relating to portfolio securities of the Funds is voluntary and may 
be revoked by the Board, in whole or in part, at any time. 
 
Proxy Voting Policies and Procedures of the Advisers 
 
Tributary Capital Management LLC, First National Fund Advisers, and First National Asset Management (collectively, the 
“Advisers”) hereby adopt the following Proxy Voting Policies and Procedures, (the “Policies”) which shall be applicable to all voting 
securities owned from time to time by the respective portfolios (the “Funds”) of Tributary Funds, Inc. (the “Company”) and such other 
advisory clients as each Adviser shall determine. 
 
1.  Proxy Committee.  Each Adviser shall establish a Proxy Committee (the “Committee”) consisting of not less than three (3) persons, 
each of whom is knowledgeable about the investment objectives, strategies, and portfolio holdings of the Funds which the Adviser 
advises.  Such Proxy Committee shall be responsible for administering these Policies, and reporting at least quarterly to the Board of 
Directors of the Funds concerning any deviation from the Policies.  Each Adviser shall establish the method by which members of the 
Committee are chosen.  Each Committee may establish its own operating procedures. 
 
2.  Voting.  The Proxy Committee shall vote all securities which a Fund is entitled to vote, unless the Committee unanimously agrees 
that abstention in a particular instance better serves the interests of the Fund and its Shareholders.  If the Committee cannot 
unanimously agree that abstention is in the best interests of the Fund and its Shareholders, the Committee should refer the matter to an 
independent proxy voting service. 
 
3.  Voting Principles.  Each Committee will vote proxies consistent with the following principles: 
 

(a) Proxies will be voted in a manner which serves the long-term best interests of the Fund and its Shareholders which, in most 
instances, will also be consistent with the Adviser’s objective in purchasing the underlying securities for the Fund. 
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(b) If more than one Fund owns the same security to be voted, the Committee will make a separate voting determination for each 
Fund, recognizing that differences in Fund investment objectives and strategies may produce different results. 
 
(c) Because management of the respective companies whose securities are owned by the Funds will normally have a significant 
role in influencing the value of securities owned by the Funds, the Committee will ordinarily give substantial weight to 
management’s proposals and recommendations.  This is particularly true with respect to routine matters, such as uncontested 
elections, approval of auditors, approval of stock splits, reverse stock splits and dividends, and matters which the Committee, in its 
best judgment, determines to have no discernable positive or negative impact on the Funds. 
 
(d) In addressing non-routine or contested matters, such as contested elections, take-over proposals, management defense 
strategies, management compensation issues, Shareholders rights or political/social issues, and after considering management’s 
recommendation, the Committee will consider the following criteria, as applicable, in descending order of priority: 
 
(i) Long-term economic impact on the subject company.  
 
(ii) Short-term economic impact on the subject company.  
 
(iii) Long-term impact on broader economic considerations, such as the subject company’s industry or the general national 
economy. 
 
(iv) Short-term impact on broader economic considerations, such as the subject company’s industry or the general national 
economy. 
 
(v) Long-term and short-term impact on international economic conditions.  
 
(vi) Unique economic factors which might dictate a re-weighting of the priority of criteria (i)-(v) above. 
 
(vii) National political/social considerations, such as environmental, human rights, health, animal rights, and similar issues. 
 
(viii) International political/social considerations, such as environmental, human rights, health, animal rights, and similar issues. 

 
(e) At any time, the Committee may seek the advice of counsel or retain outside consultants to assist in its deliberations.  The 

Committee, in its sole discretion, may refer any matter to an independent proxy voting service. 
 
4.  Conflicts of Interest.  The Committee is charged with the responsibility of identifying and dealing with conflicts of interest between 
the Adviser and the Funds it advises or the issuers of securities owned by the Funds, such as may arise in the proxy voting context 
from significant business relationships, significant personal or family relationships or attempts to influence voting by the Committee.  
The Committee shall be guided by the following principles: 
 

(a) The Committee has a duty to make reasonable investigation of information relating to conflicts of interest.  For purposes of 
identifying conflicts under this Policy, the Committee shall rely on publicly available information about the Adviser and its 
affiliates, information about the Adviser and its affiliates that is generally known by employees of the Adviser, and other 
information actually known by a member of the Committee.  Absent actual knowledge, the Committee is not required to 
investigate possible conflicts involving the Adviser where the information is (i) non-public, (ii) subject to information blocking 
procedures, or (iii) otherwise not readily available to the Committee.  In connection with the consideration of any proxy voting 
matters under this Policy, each member of the Committee has a duty to disclose to the Committee any material conflicts of interest 
of which the member has actual knowledge but which have not been identified by the Committee pursuant to this Policy. 

 
(b) If the Committee determines that a conflict of interest exists, then proxy proposals that are routine (such as those described in 
3(c) above) shall be presumed not to involve a material conflict of interest for the Adviser, unless the Committee has actual 
knowledge that a routine proposal should be treated as material.  The Committee shall adopt procedures specifically designed for 
the Adviser’s circumstances that identify those proposals that the adviser will consider to be routine for purposes of this Policy. 

 
(c) If the Committee determines that a conflict of interest exists, then proxy proposals that are non-routine (such as those described 
in 3(d) above) shall be presumed to involve a material conflict of interest for the Adviser, unless the Committee determines that the 
Adviser’s conflict is unrelated to the proposal in question.  The Committee shall adopt procedures specifically designed for the 
Adviser’s circumstances that identify those proposals that the adviser will consider to be non-routine for purposes of this Policy. 



B-3 
 

 

(d) Although non-routine proposals in which a conflict of interest is present are presumed to involve a material conflict of interest, 
the Committee may determine on a case-by-case basis that particular non-routine proposals do not involve a material conflict of 
interest.  To make this determination, the Committee must conclude that a proposal is not directly related to the Adviser’s conflict.  
The Committee shall record in writing the basis for any such determination that a material conflict does not exist. 

 

(e) If at any time the Committee concludes that a material conflict of interest exists in connection with a proxy vote, the 
Committee shall refer the specific proposal(s) to which the conflict of interest pertains to an independent third party who shall vote 
the proxies instead of the Committee.  The Committee shall take responsible steps to assure that such third party is, in fact, 
independent.  The Committee shall record in writing the basis for any such determination that a material conflict exists. 

 

5.  Securities Lending.  With respect to securities of the Funds involved in a securities lending program, each Adviser will not be 
allowed to vote any proxies for such securities while the securities are on loan.  Although the lender retains the right to recall any 
loaned securities, the right to vote proxies during the loan period rests with the borrower.  While a Fund does not have the right to vote 
securities on loan, each Fund intends to terminate the loan and regain the right to vote if that is considered important with respect to 
the investment.  In the event the borrower would default in its obligations, such Fund bears the risk of delay in recovery of the 
portfolio securities and the loss of rights in the collateral. 
 

6. Reporting.  
 

(a) Each Adviser will provide to the Funds’ Administrator or other designee on a timely basis, any and all reports and information 
necessary to prepare and file Form N-PX or other required SEC filings including the items set forth below under “Recordkeeping.” 
 

(b) Each Adviser will provide any information reasonably requested by the Board of Directors in connection with the Board’s annual 
review of the Funds’ proxy voting process. 
 

In the event of a material conflict of interest proxy-voting situation, an Adviser will provide information at the next regular meeting of 
the Board of Directors of the Funds that will include a report describing all material facts of such conflict of interest situation and any 
findings made. 
 
7. Recordkeeping.  
 

Each Adviser will keep and maintain the following records:  
 

(a) A copy of the Policies;  
 

(b) Copies of all proxy statements received regarding underlying portfolio securities held by the Funds; 
 

(c) Identification of each proxy’s issuer including the exchange ticker and CUSIP number (if available); 
 

(d) A record of all votes cast on behalf of the Funds;  
 

(e) Copies of any documents used or prepared by the Adviser in order to make a decision as to how to vote proxies or that 
memorialized the basis for the voting decision; 

 

(f) Written requests from the Funds’ Shareholders for information as to how the Adviser voted proxies for the Funds; and 
 

(g) Written responses by the Adviser to any requests from a Funds’ Shareholders for information as to how the Adviser voted 
proxies for the Fund. 

 

These records and other items shall be maintained in an easily-accessible place for at least five (5) years from the end of the fiscal year 
during which the last entry was made on this record, the first two (2) years in the office of the Adviser. 
 

 


