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Pennsylvania Avenue Event-Driven Fund

General Information About The Trust
The Fund was organized as a Delaware business trust on September 19, 
2002. The Trust is permitted to offer separate portfolios and different 
classes of shares. The Trust currently offers two classes of shares. Additional 
Funds and/or classes may be created from time to time. Currently, the Trust 
has one series, the Pennsylvania Avenue Event-Driven Fund. All payments 
received by the Trust for shares of any Fund belong to that Fund. Each Fund 
will have its own assets and liabilities. The Trust has no connection to 
"Pennsylvania Avenue." 

Investment Objectives and Policies
The prospectus presents the investment objective and the principal 
investment strategies and risks of the Fund. This section supplements the 
disclosure in the Fund's prospectus and provides additional information on 
the Fund's investment policies or restrictions. Restrictions or policies stated 
as a maximum percentage of the Fund's assets are only applied immediately 
after a portfolio investment to which the policy or restriction is applicable 
(other than the limitations on borrowing and illiquid securities). Accordingly, 
any later increase or decrease resulting from a change in values, net assets 
or other circumstances will not be considered in determining whether the 
investment complies with the Fund's restrictions and policies. 
The Pennsylvania Avenue Event-Driven Fund (the "Fund") is an open-end, 
nondiversified, registered management investment company that seeks to 
achieve capital growth by engaging primarily in investment strategies related 
to corporate 'events', such as mergers, reorganizations, bankruptcies or 
proxy fights. The investment strategies of the Funds discussed below and in 
the Prospectuses may be used by the Fund if, in the opinion of the Adviser, 
these strategies will be advantageous to the Fund. The Fund is free to 
reduce or eliminate its activity in any of those areas without changing the 
Fund's fundamental investment policies. There is no assurance that any of 
these strategies or any other strategies and methods of investment available 
to the Fund will result in the achievement of the Fund's objectives. The 
Fund's objective of achieving capital growth, as well as its four principal 
investment strategies, are fundamental policies that can only be changed by 
a vote of the majority of shareholders.

Investment Strategies and Risks
The Fund's investment objective and principal investments are described in 
the Prospectus. The following information supplements, and should be read 
in conjunction with, those sections of the Prospectus. 
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Leverage Through Borrowing 
The Fund, may borrow money for leveraging purposes. Leveraging creates an 
opportunity for increased net income but, at the same time, creates special 
risk considerations. For example, leveraging may exaggerate changes in the 
net asset value of shares of the Fund. Although the principal of such 
borrowings will be fixed, the assets of the Fund may change in value during 
the time the borrowing is outstanding. Leveraging will create interest 
expenses for the Fund which can exceed the income from the assets 
retained. To the extent the income derived from securities purchased with 
borrowed funds exceeds the interest the Fund will have to pay, the Fund's 
net income will be greater than if leveraging were not used. Conversely, if the 
income from the assets retained with borrowed funds is not sufficient to 
cover the cost of leveraging, the net income of the Fund will be less than if 
leveraging were not used, and therefore the amount available for distribution 
to stockholders as dividends will be reduced. 

Depositary Receipts 
The Fund may invest in securities of foreign issuers in the form of American 
Depositary Receipts ("ADRs"), European Depositary Receipts ("EDRs"), Global 
Depositary Receipts ("GDRs") or other securities convertible into securities of 
foreign issuers. These securities may not necessarily be denominated in the 
same currency as the securities for which they may be exchanged. The Fund 
may also hold American Depository Shares ("ADSs"), which are similar to 
ADRs. ADRs and ADSs are typically issued by an American bank or trust 
company and evidence ownership of underlying securities issued by a 
foreign corporation. EDRs, which are sometimes referred to as Continental 
Depository Receipts ("CDRs"), are receipts issued in Europe, typically by 
foreign banks and trust companies that evidence ownership of either foreign 
or domestic securities. Generally, ADRs in registered form are designed for 
use in U.S. securities markets. For purposes of the Fund's investment 
policies, investments in ADRs, ADSs, EDRs, GDRs and CDRs will be deemed 
to be investments in the equity securities representing securities of foreign 
issuers into which they may be converted. 

Repurchase Agreements 
The Fund may enter into repurchase agreements in order to earn income on 
available cash, or as a defensive investment in which the purchaser (i.e., the 
Fund) acquires ownership of a U.S. Government security (which may be of 
any maturity) and the seller agrees to repurchase the obligation at a future 
time at a set price, thereby determining the yield during the purchaser's 
holding period (usually not more than seven days from the date of 
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purchase). Any repurchase transaction in which the Fund engages will 
require full collateralization of the seller's obligation during the entire term of 
the repurchase agreement. In the event of a bankruptcy or other default of 
the seller, the Fund could experience both delays in liquidating the 
underlying security and losses in value. However, the Fund intends to enter 
into repurchase agreements only with banks with assets of $500 million or 
more that are insured by the Federal Deposit Insurance Corporation and with 
the most credit worthy registered securities dealers with all such 
transactions governed by procedures adopted by the Adviser. The Adviser 
monitors the creditworthiness of the banks and securities dealers with 
whom the Fund engages in repurchase transactions. 
If the market value of the U.S. Government security subject to the 
repurchase agreement becomes less than the repurchase price (including 
interest), the Funds will direct the seller of the U.S. Government security to 
deliver additional securities so that the market value of all securities subject 
to the repurchase agreement will equal or exceed the repurchase price. It is 
possible that the Fund might be unsuccessful in seeking to impose on the 
seller a contractual obligation to deliver additional securities. 

Illiquid Securities 
The Fund may invest up to 15% of its net assets in illiquid securities, 
including (i) securities for which there is no readily available market; (ii) 
securities the disposition of which would be subject to legal restrictions (so 
called "restricted securities"); and (iii) repurchase agreements having more 
than seven days to maturity. A considerable period of time may elapse 
between the Fund's decision to dispose of such securities and the time when 
the Fund is able to dispose of them, during which time the value of the 
securities could decline. 

Restricted securities issued pursuant to Rule 144A under the Securities Act 
of 1933 that have a readily available market, as determined by the board, 
usually are not deemed illiquid for purposes of this limitation by the Fund. 
Investing in Rule 144A securities could result in increasing the level of the 
Fund's illiquidity if qualified institutional buyers become, for a time, 
uninterested in purchasing these securities. 

Securities Lending 
The Fund may lend its portfolio securities in order to generate additional 
income. Securities may be loaned to broker-dealers, major banks or other 
recognized domestic institutional borrowers of securities. Generally, 
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borrowers must deliver to the Fund collateral equal in value to at least 100% 
of the loaned securities at all times during the loan, marked to market daily. 
During the loan period, the borrower pays the Fund interest on such 
securities, and the Fund may invest the cash collateral and earn additional 
income. Loans are usually subject to termination at the option of the Fund or 
the borrower at any time. Lending portfolio securities involves risk of delay in 
recovery of the loaned securities and in some cases the loss of rights in the 
collateral if the borrower fails. 

OTC transactions 
As part of its investment strategy, the Fund may engage in transactions in 
options, futures and forward contracts that are traded over-the-counter 
("OTC transactions"). OTC transactions differ from exchange-traded 
transactions in several respects. OTC transactions are transacted directly 
with dealers and not with a clearing corporation. Without the availability of a 
clearing corporation, OTC transaction pricing is normally done by reference 
to information from market makers, which information is carefully monitored 
by the Adviser and verified in appropriate cases. 
As the OTC transactions are transacted directly with dealers, there is a risk 
of nonperformance by the dealer as a result of the insolvency of such dealer 
or otherwise, in which event the Fund may experience a loss. An OTC 
transaction may only be terminated voluntarily by entering into a closing 
transaction with the dealer with whom the Fund originally dealt. Any such 
cancellation, if agreed to, may require the Fund to pay a premium to that 
dealer. In those cases in which the Fund has entered into a covered 
transaction and cannot voluntarily terminate the transaction, the Fund will 
not be able to sell the underlying security until the investment instrument 
expires or is exercised or different cover is substituted. In such cases, the 
Fund may not be able to sell an  underlying security even though it might 
otherwise be advantageous to do so. 
It is the Fund's intention to enter into OTC transactions only with dealers 
which agree to, and which are expected to be capable of, entering into 
closing transactions with the Fund, although there is no assurance that a 
dealer will voluntarily agree to terminate the transaction. There is also no 
assurance that the Fund will be able to liquidate an OTC transaction at any 
time prior to expiration. OTC transactions for which there is no adequate 
secondary market will be considered illiquid. 

Foreign Securities 
Investments in foreign securities are subject to certain risks, as discussed 
below. 
Political, Economic and Market Factors. Investments in foreign securities 
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involve risks relating to political and economic developments abroad, as well 
as those that result from the differences between the regulations to which 
U.S. and foreign issuers are subject. These risks may include expropriation, 
confiscatory taxation, withholding taxes on dividends and interest, limitations 
on the use or transfer of a Fund's assets and political or social instability or 
diplomatic developments. Moreover, individual foreign economies may differ 
favorably or unfavorably from the U.S. economy in such respects as growth 
of gross national product, rate of inflation, capital reinvestment, resource 
self-sufficiency and balance of payments positions. Securities of many 
foreign issuers may be less liquid, and their prices may be more volatile, 
than those of securities of comparable U.S. issuers. Brokerage commissions, 
custodial services and other costs relating to investment in foreign securities 
markets are generally more expensive than in the United States. Such 
markets have different clearance and settlement procedures and in certain 
markets there have been times when settlements have been unable to keep 
pace with the volume of securities transactions, making it difficult to conduct 
such transactions. There is generally less government supervision and 
regulation of exchanges, brokers and issuers in foreign securities markets 
than there is in the United States. 
In addition, substantial limitations may exist in certain countries with respect 
to the Fund's ability to repatriate investment income, capital or the proceeds 
of sales of securities by foreign investors. The Fund could be adversely 
affected by delays in, or a refusal to grant, any required government 
approval for repatriation of capital, as well as by the application to the Fund 
of any restrictions on investments. 
Reporting Standards. Most of the foreign securities held by the Fund will not 
be registered with the SEC, nor will the issuers thereof be subject to SEC or 
other U.S. reporting requirements. Accordingly, there will be less publicly 
available information concerning foreign issuers of securities held by the 
Fund than will be available concerning U.S. companies. Foreign companies, 
and in particular, companies in emerging markets, are not generally subject 
to uniform accounting, auditing and financial reporting standards or to other 
regulatory requirements comparable to those applicable to U.S. companies. 
Exchange Rate Fluctuations. Because foreign securities ordinarily will be 
denominated in currencies other than the U.S. dollar, changes in foreign 
currency exchange rates will affect the Fund's net asset value, the value of 
interest and dividends earned, gains and losses realized on the sale of 
securities and net investment income and capital gain, if any, to be 
distributed to shareholders by the Fund. If the value of a foreign currency 
rises against the U.S. dollar, the value of the Fund's assets denominated in 
that currency will increase; conversely, if the value of a foreign currency 
declines against the U.S. dollar, the value of the Fund's assets denominated 
in that currency will decrease. The exchange rates between the U.S. dollar 

7



Pennsylvania Avenue Event-Driven Fund

and other currencies are determined by supply and demand in the currency 
exchange markets, international balances of payments, government 
intervention, speculation and other economic and political conditions. 
Investment Controls. In certain countries that currently prohibit direct foreign 
investment in the securities of their companies, indirect foreign investment 
in the securities of companies listed and traded on the stock exchanges in 
these countries is permitted through investment funds which have been 
specifically authorized. The Funds may invest in these investment funds and 
registered investment companies subject to the provisions of the 1940 Act. 
If the Fund invest in such investment companies, it will each bear their 
proportionate share of the costs incurred by such companies, including 
investment advisory fees. 

Clearance and Settlement Procedures. Delays in clearance and settlement 
could result in temporary periods when assets of the Fund are uninvested 
and no return is earned thereon. The inability of the Fund to make intended 
security purchases due to settlement problems could cause the Fund to 
miss attractive investment opportunities. Inability to dispose of a portfolio 
security due to settlement problems could result either in losses to the Fund 
due to subsequent declines in the value of such portfolio security or, if the 
Fund has entered into a contract to sell the security, could result in possible 
liability to the purchaser. 

Operating Expenses. The costs attributable to foreign investing that the Fund 
must bear frequently are higher than those attributable to domestic 
investing. For example, the cost of maintaining custody of foreign securities 
exceeds custodian costs for domestic securities. Investment income on 
certain foreign securities in which the Fund may invest may be subject to 
foreign withholding or other taxes that could reduce the return on those 
securities. Tax treaties between the United States and foreign countries 
however, may reduce or eliminate the amount of foreign tax to which the 
Fund would be subject. 

Sovereign Debt. Investments in sovereign debt involve special risks. The 
issuer of the debt or the governmental authorities that control the 
repayment of the debt may be unable or unwilling to repay principal or 
interest when due in accordance with the terms of such debt, and the Fund 
may have limited legal recourse in the event of a default. Sovereign debt 
differs from debt obligations issued by private entities in that, generally, 
remedies for defaults must be pursued in the courts of the defaulting party. 
Legal recourse is therefore somewhat limited. Political conditions, especially 
a sovereign entity's willingness to meet the terms of its debt obligations, are 
of considerable significance. Also, there can be no assurance that the 
holders of commercial bank loans to the same sovereign entity may not 
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contest payments to the holders of sovereign debt in the event of default 
under commercial bank loan agreements. A sovereign debtor's willingness or 
ability to repay principal and pay interest in a timely manner may be affected 
by, among other factors, its cash flow situation, the extent of its foreign 
reserves, the availability of sufficient foreign exchange on the date a 
payment is due, the relative size of the debt service burden to the economy 
as a whole, the sovereign debtor's policy toward principal international 
lenders and the political constraints to which a sovereign debtor may be 
subject. Increased protectionism on the part of a country's trading partners, 
or political changes in those countries, could also adversely affect its 
exports. Such events could diminish a country's trade account surplus, if 
any, or the credit standing of a particular local government or agency. The 
occurrence of political, social or diplomatic changes in one or more of the 
countries issuing sovereign debt could adversely affect the Fund's 
investments. Political changes or a deterioration of a country's domestic 
economy or balance of trade may affect the willingness of countries to 
service their sovereign debt. While the Adviser intends to manage the Fund 
in a manner that will minimize the exposure to such risks, there can be no 
assurance that adverse political changes will not cause the Fund to suffer a 
loss of interest or principal on any of its holdings. You should also be aware 
that certain sovereign debt instruments in which the Fund may invest involve 
great risk. Sovereign debt issued by issuers in many emerging markets 
generally is deemed to be the equivalent in terms of quality to securities 
rated below investment grade by Moody's and S&P. Such securities are 
regarded as predominantly speculative with respect to the issuer's capacity 
to pay interest and repay principal in accordance with the terms of the 
obligations and involve major risk exposure to adverse conditions. Some of 
such sovereign debt, which may not be paying interest currently or may be in 
payment default, may be comparable to securities rated "D" by S&P or "C" by 
Moody's. The Fund may have difficulty disposing of certain sovereign debt 
obligations because there may be a limited trading market for such 
securities. Because there is no liquid secondary market for many of these 
securities, the Fund anticipates that such securities could be sold only to a 
limited number of dealers or institutional investors. The lack of a liquid 
secondary market may have an adverse impact on the market price of such 
securities and the Fund's ability to dispose of particular issues when 
necessary to meet the Fund's liquidity needs or in response to a specific 
economic event, such as a deterioration in the creditworthiness of the 
issuer. The lack of a liquid secondary market for certain securities also may 
make it more difficult for the Fund to obtain accurate market quotations for 
purposes of valuing the Fund's portfolio and calculating its net asset value. 
When and if available, fixed income securities may be purchased by the 
Fund at a discount from face value. However, the Fund does not intend to 
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hold such securities to maturity for the purpose of achieving potential capital 
gains, unless current yields on these securities remain attractive. From time 
to time, the Fund may purchase securities not paying interest at the time 
acquired if, in the opinion of the Adviser, such securities have the potential 
for future income or capital appreciation. 

Distressed Securities 
The securities of distressed issuers may require active monitoring and at 
times may require the Fund's investment adviser to participate in bankruptcy 
or reorganization proceedings on behalf of the Fund. To the extent the 
investment adviser becomes involved in such proceedings, the Fund may 
have a more active participation in the affairs of the issuer than is generally 
assumed by an investor and such participation may subject the Fund to the 
litigation risks described below. However, the Fund does not invest in the 
securities of distressed issuers for the purpose of exercising day-to-day 
management of any issuer's affairs. 
Bankruptcy and Other Proceedings--Litigation Risks 
When a company seeks relief under the Federal Bankruptcy Code (or has a 
petition filed against it), an automatic stay prevents all entities, including 
creditors, from foreclosing or taking other actions to enforce claims, perfect 
liens or reach collateral securing such claims. Creditors who have claims 
against the company prior to the date of the bankruptcy filing must petition 
the court to permit them to take any action to protect or enforce their claims 
or their rights in any collateral. Such creditors may be prohibited from doing 
so if the court concludes that the value of the property in which the creditor 
has an interest will be 'adequately protected' during the proceedings. If the 
bankruptcy court's assessment of adequate protection is inaccurate, a 
creditor's collateral may be wasted without the creditor being afforded the 
opportunity to preserve it. Thus, even if the Fund holds a secured claim, it 
may be prevented from collecting the liquidation value of the collateral 
securing its debt, unless relief from the automatic stay is granted by the 
court. 

Security interests held by creditors are closely scrutinized and frequently 
challenged in bankruptcy proceedings and may be invalidated for a variety of 
reasons. For example, security interests may be set aside because, as a 
technical matter, they have not been perfected properly under the Uniform 
Commercial Code or other applicable law. If a security interest is invalidated, 
the secured creditor loses the value of the collateral and because loss of the 
secured status causes the claim to be treated as an unsecured claim, the 
holder of such claim will almost certainly experience a significant loss of its 
investment. While the Fund intends to scrutinize any security interests that 
secure the debt it purchases, there can be no assurance that the security 
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interests will not be challenged vigorously and found defective in some 
respect, or that the Fund will be able to prevail against the challenge. 

Moreover, debt may be disallowed or subordinated to the claims of other 
creditors if the creditor is found guilty of certain inequitable conduct 
resulting in harm to other parties with respect to the affairs of a company 
filing for protection from creditors under the Federal Bankruptcy Code. 
Creditors' claims may be treated as equity if they are deemed to be 
contributions to capital, or if a creditor attempts to control the outcome of 
the business affairs of a company prior to its filing under the Bankruptcy 
Code. If a creditor is found to have interfered with the company's affairs to 
the detriment of other creditors or shareholders, the creditor may be held 
liable for damages to injured parties. While the Fund will attempt to avoid 
taking the types of action that would lead to equitable subordination or 
creditor liability, there can be no assurance that such claims will not be 
asserted or that the Fund will be able successfully to defend against them. 

While the challenges to liens and debt described above normally occur in a 
bankruptcy proceeding, the conditions or conduct that would lead to an 
attack in a bankruptcy proceeding could in certain circumstances result in 
actions brought by other creditors of the debtor, shareholders of the debtor 
or even the debtor itself in other state or federal proceedings. As is the case 
in a bankruptcy proceeding, there can be no assurance that such claims will 
not be asserted or that the Fund will be able successfully to defend against 
them. To the extent that the Fund assumes an active role in any legal 
proceeding involving the debtor, the Fund may be prevented from disposing 
of securities issued by the debtor due to the Fund's possession of material, 
non-public information concerning the debtor. 

Asset-Backed Securities 
Asset-backed securities have structural characteristics similar to mortgage-
backed securities, as discussed in more detail below. However, the 
underlying assets are not first lien mortgage loans or interests therein but 
include assets such as motor vehicle installment sales contracts, other 
installment sales contracts, home equity loans, leases of various types of 
real and personal property and receivables from revolving credit (credit card) 
agreements. Such assets are securitized through the use of trusts or special 
purpose corporations. Payments or distributions of principal and interest 
may be guaranteed up to a certain amount and for a certain time period by a 
letter of credit or pool insurance policy issued by a financial institution 
unaffiliated with the issuer, or other credit enhancements may be present. 

Convertible Debt Securities 
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The Fund may invest in convertible debt securities which are debt 
obligations convertible at a stated exchange rate or formula into common 
stock or other equity securities of or owned by the issuer. Convertible 
securities rank senior to common stocks in an issuer's capital structure and 
consequently may be of higher quality and entail less risk than the issuer's 
common stock. As with all debt securities, the market values of convertible 
securities tend to increase when interest rates decline and, conversely, tend 
to decline when interest rates increase. There is no restriction on the ratings 
of convertible debt securities that the Fund may invest in. Generally, 
convertible debt securities are below investment grade securities commonly 
referred to as "junk bonds." 

Futures Contracts and Options On Futures Contracts 
To hedge against changes in securities prices or currency exchange rates or 
to seek to increase total return, the Fund may purchase and sell various 
kinds of futures contracts, and purchase and write (sell) call and put options 
on any of such futures contracts. The Fund may also enter into closing 
purchase and sale transactions with respect to any of such contracts and 
options. The futures contracts may be based on various securities (such as 
U.S. government securities), securities indices, non-U.S. currencies and 
other financial instruments and indices. The Fund will engage in futures and 
related options transactions for bona fide hedging and non-hedging 
purposes as described below. All futures contracts entered into by the Fund 
are traded on U.S. exchanges or boards of trade that are licensed and 
regulated by the Commodity Futures Trading Commission (the "CFTC") or on 
non-U.S. exchanges. 
Futures contracts. A futures contract may generally be described as an 
agreement between two parties to buy and sell particular financial 
instruments for an agreed price during a designated month (or to deliver the 
final cash settlement price, in the case of a contract relating to an index or 
otherwise not calling for physical delivery at the end of trading in the 
contract). 
Positions taken in the futures markets are not normally held to maturity but 
are instead liquidated through offsetting transactions which may result in a 
profit or a loss. While futures contracts on securities or currency will usually 
be liquidated in this manner, the Fund may instead make, or take, delivery of 
the underlying securities or currency whenever it appears economically 
advantageous to do so. U.S. futures contracts are traded on exchanges 
which have been designated "contract markets" by the CFTC and must be 
executed through a futures commission merchant (an "FCM"), or brokerage 
firm, which is a member of the relevant contract market. Through their 
clearing corporations, the exchanges guarantee performance of the 
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contracts as between the clearing members of the exchange. 
Hedging strategies. Hedging, by use of futures contracts, seeks to establish 
with more certainty the effective price, rate of return and currency exchange 
rate on portfolio securities and securities that the Fund owns or proposes to 
acquire. The Fund may, for example, take a "short" position in the futures 
market by selling futures contracts in order to hedge against an anticipated 
rise in interest rates or a decline in market prices or non-U.S. currency rates 
that would adversely affect the value of the Fund's portfolio securities. Such 
futures contracts may include contracts for the future delivery of securities 
held by the Fund or securities with characteristics similar to those of the 
Fund's portfolio securities. Similarly, the Fund may sell futures contracts in a 
non-U.S. currency in which its portfolio securities are denominated or in one 
currency to hedge against fluctuations in the value of securities 
denominated in a different currency. If, in the opinion of the Adviser, there is 
a sufficient degree of correlation between price trends for the Fund's 
portfolio securities and futures contracts based on other financial 
instruments, securities indices or other indices, the Fund may also enter into 
such futures contracts as part of its hedging strategies. Although under 
some circumstances prices of securities in the Fund's portfolio may be more 
or less volatile than prices of such futures contracts, the Adviser will attempt 
to estimate the extent of this volatility difference and compensate for any 
such differential by having the Fund enter into a greater or lesser number of 
futures contracts or by attempting to achieve only a partial hedge against 
price changes affecting the Fund's portfolio securities. When hedging of this 
character is successful, any depreciation in the value of portfolio securities 
will be substantially offset by appreciation in the value of the futures 
position. On the other hand, any unanticipated appreciation in the value of 
the Fund's portfolio securities would be substantially offset by a decline in 
the value of the futures position. 

On other occasions, the Fund may take a "long" position by purchasing 
futures contracts. This may be done, for example, when the Fund anticipates 
the subsequent purchase of particular securities when it has the necessary 
cash, but expects the prices or currency exchange rates then available in the 
applicable market to be less favorable than prices or rates that are currently 
available. 

Options on futures contracts. The acquisition of put and call options on 
futures contracts will give the Fund the right (but not the obligation) for a 
specified price to sell or to purchase, respectively, the underlying futures 
contract at any time during the option period. As the purchaser of an option 
on a futures contract, the Fund obtains the benefit of the futures position if 
prices move in a favorable direction but limits its risk of loss in the event of 
an unfavorable price movement to the loss of the premium and transaction 
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costs. The writing of a call option on a futures contract generates a premium 
which may partially offset a decline in the value of the Fund's assets. By 
writing a call option, the Fund becomes obligated, in exchange for the 
premium, to sell a futures contract (if the option is exercised), which may 
have a value higher than the exercise price. Conversely, the writing of a put 
option on a futures contract generates a premium which may partially offset 
an increase in the price of securities that the Fund intends to purchase. 
However, the Fund becomes obligated to purchase a futures contract (if the 
option is exercised) which may have a value lower than the exercise price. 
Thus, the loss incurred by the Fund in writing options on futures is potentially 
unlimited and may exceed the amount of the premium received. 

The holder or writer of an option on a futures contract may terminate its 
position by selling or purchasing an offsetting option on the same series. 
There is no guarantee that such closing transactions can be effected. The 
Fund's ability to establish and close out positions on such options will be 
subject to the development and maintenance of a liquid market. 

Equity, swaps, caps, floors and collars. The Fund may enter into equity 
swaps, caps, floors and collars to hedge assets or liabilities or to seek to 
increase total return. Equity swaps involve the exchange by a Fund with 
another party of their respective commitments to make or receive payments 
based on notional equity securities. The purchase of an equity cap entitles 
the purchaser, to the extent that the market value of a specified equity 
security or benchmark exceeds a predetermined level, to receive payments 
of a contractually-based amount from the party selling the cap. The purchase 
of an equity floor entitles the purchaser, to the extent that the market value 
of a specified equity security or benchmark falls below a predetermined 
level, to receive payments of a contractually-based amount from the party 
selling the floor. A collar is a combination of a cap and a floor that preserves 
a certain return within a predetermined range of values. Investments in 
swaps, caps, floors and collars are highly specialized activities which involve 
investment techniques and risks different from those associated with 
ordinary portfolio transactions. If the Adviser is incorrect in its forecast of 
market values, these investments could negatively impact Fund's 
performance. These investments also are subject to default risk of the 
counterparty and may be less liquid than other portfolio securities. 
Moreover, investments in swaps, caps, floors and collars may involve greater 
transaction costs than investments in other equity securities. 

Other considerations. The Fund will engage in futures and related options 
transactions only for bona fide hedging or non-hedging purposes in 
accordance with CFTC regulations which permit principals of an investment 
company registered under the 1940 Act to engage in such transactions 
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without registering as commodity pool operators. The Fund will determine 
that the price fluctuations in the futures contracts and options on futures 
used for hedging purposes are substantially related to price fluctuations in 
securities held by the Fund or which the Fund expects to purchase. Except 
as stated below, the Fund's futures transactions will be entered into for 
traditional hedging purposes--i.e., futures contracts will be sold to protect 
against a decline in the price of securities (or the currency in which they are 
denominated) that the Fund owns, or futures contracts will be purchased to 
protect the Fund against an increase in the price of securities (or the 
currency in which they are denominated) it intends to purchase. As evidence 
of this hedging intent, the Fund expects that on 75% or more of the 
occasions on which it takes a long futures or option position (involving the 
purchase of futures contracts), the Fund will have purchased, or will be in 
the process of purchasing, equivalent amounts of related securities or 
assets denominated in the related currency in the cash market at the time 
when the futures or option position is closed out. However, in particular 
cases, when it is economically advantageous for the Fund to do so, a long 
futures position may be terminated or an option may expire without the 
corresponding purchase of securities or other assets. 

As an alternative to literal compliance with the bona fide hedging definition, 
a CFTC regulation permits the Fund to elect to comply with a different test, 
under which the sum of the amounts of initial margin deposits on the Fund's 
existing non-hedging futures contracts and premiums paid for options on 
futures entered into for non-hedging purposes (net of the amount the 
positions are "in the money") would not exceed 5% of the market value of the 
Fund's total assets. The Fund will engage in transactions in futures contracts 
and related options only to the extent such transactions are consistent with 
the requirements of the Internal Revenue Code of 1986, as amended (the 
"Code"), for maintaining its qualification as a regulated investment company 
for federal income tax purposes. 

Futures contracts and related options involve brokerage costs, require 
margin deposits and, in the case of contracts and options obligating the 
Fund to purchase securities or currencies, require the Fund to segregate 
assets to cover such contracts and options. 

While transactions in futures contracts and options on futures may reduce 
certain risks, such transactions themselves entail certain other risks. Thus, 
while the Fund may benefit from the use of futures and options on futures, 
unanticipated changes in interest rates, securities prices or currency 
exchange rates may result in a poorer overall performance for the Fund than 
if it had not entered into any futures contracts or options transactions. In the 
event of an imperfect correlation between a futures position and a portfolio 
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position which is intended to be protected, the desired protection may not be 
obtained and the Fund may be exposed to risk of loss. It is not possible to 
hedge fully or perfectly against the effect of currency fluctuations on the 
value of non-U.S. securities because currency movements impact the value 
of different securities in differing degrees. 

Loan Participations and Assignments 
Investments in secured or unsecured fixed or floating rate loans ("Loans") 
arranged through private negotiations between a borrowing corporation, 
government or other entity and one or more financial institutions ("Lenders") 
may be in the form of participations in Loans ("Participations") or 
assignments of all or a portion of Loans from third parties ("Assignments"). 
Participations typically result in the Fund having a contractual relationship 
only with the Lender, not with the borrower. The Fund has the right to receive 
payments of principal, interest and any fees to which it is entitled only from 
the Lender selling the Participation and only upon receipt by the Lender of 
the payments from the borrower. In connection with purchasing 
Participations, the Fund generally has no direct right to enforce compliance 
by the borrower with the terms of the loan agreement relating to the Loan, 
nor any rights of set-off against the borrower, and the Fund may not directly 
benefit from any collateral supporting the Loan in which it has purchased the 
Participation. As a result, the Fund assumes the credit risk of both the 
borrower and the Lender that is selling the Participation. In the event of the 
insolvency of the selling Lender, the Fund may be treated as a general 
creditor of that Lender and may not benefit from any set-off between the 
Lender and the borrower. The Fund will acquire Participations only if its 
Adviser determines that the selling Lender is creditworthy. 
When the Fund purchases Assignments from Lenders, it acquires direct 
rights against the borrower on the Loan. In an Assignment, the Fund is 
entitled to receive payments directly from the borrower and, therefore, does 
not depend on the selling bank to pass these payments onto the Fund. 
However, because Assignments are arranged through private negotiations 
between potential assignees and assignors, the rights and obligations 
acquired by the Fund as the purchaser of an Assignment may differ from, 
and be more limited than, those held by the assigning Lender. 
Assignments and Participations are generally not registered under the 
Securities Act of 1933, as amended ("Securities Act"), and thus may be 
subject to the Fund's limitation on investment in illiquid securities. Because 
there may be no liquid market for such securities, such securities may be 
sold only to a limited number of institutional investors. The lack of a liquid 
secondary market could have an adverse impact on the value of such 
securities and on the Fund's ability to dispose of particular Assignments or 
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Participations when necessary to meet the Fund's liquidity needs or in 
response to a specific economic event, such as a deterioration in the 
creditworthiness of the borrower. 

Mortgage-Backed Or Mortgage-Related Securities 
A mortgage-backed security may be an obligation of the issuer backed by a 
mortgage or pool of mortgages or a direct interest in an underlying pool of 
mortgages. The Fund may invest in collateralized mortgage obligations 
("CMOs") and stripped mortgage-backed securities that represent a 
participation in, or are secured by, mortgage loans. Some mortgage-backed 
securities, such as CMOs, make payments of both principal and interest at a 
variety of intervals; others make semiannual interest payments at a 
predetermined rate and repay principal at maturity (like a typical bond). 
Mortgage-backed securities are based on different types of mortgages 
including those on commercial real estate or residential properties. 
CMOs may be issued by a U.S. Government agency or instrumentality or by a 
private issuer. Privately issued CMOs represent obligations solely of the 
private issuer and are not insured or guaranteed by the U.S. Government, its 
agencies or instrumentalities or any other person or entity. Prepayments 
could cause early retirement of CMOs. CMOs are designed to reduce the risk 
of prepayment for investors by issuing multiple classes of securities (or 
"tranches"), each having different maturities, interest rates and payment 
schedules, and with the principal and interest on the underlying mortgages 
allocated among the several classes in various ways. Payment of interest or 
principal on some classes or series of CMOs may be subject to contingencies 
or some classes or series may bear some or all of the risk of default on the 
underlying mortgages. CMOs of different classes or series are generally 
retired in sequence as the underlying mortgage loans in the mortgage pool 
are repaid. If enough mortgages are repaid ahead of schedule, the classes 
or series of a CMO with the earliest maturities generally will be retired prior 
to their maturities. Thus, the early retirement of particular classes or series 
of a CMO held by the Fund would have the same effect as the prepayment of 
mortgages underlying other mortgage-backed securities. Conversely, slower 
than anticipated prepayments can extend the effective maturities of CMOs, 
subjecting them to a greater risk of decline in market value in response to 
rising interest rates than traditional debt securities, and, therefore, 
potentially increasing the volatility of a Fund that invests in CMOs. 
The value of mortgage-backed securities may change due to shifts in the 
market's perception of issuers. In addition, regulatory or tax changes may 
adversely affect the mortgage securities market as a whole. Non-government 
mortgage-backed securities may offer higher yields than those issued by 
government entities, but also may be subject to greater price changes than 
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government issues. Mortgage-backed securities have yield and maturity 
characteristics corresponding to the underlying assets. Unlike traditional 
debt securities, which may pay a fixed rate of interest until maturity, when 
the entire principal amount comes due, payments on certain mortgage-
backed securities include both interest and a partial repayment of principal. 
Besides the scheduled repayment of principal, repayments of principal may 
result from the voluntary prepayment, refinancing, or foreclosure of the 
underlying mortgage loans. 
Mortgage-backed securities are subject to prepayment risk. Prepayment, 
which occurs when unscheduled or early payments are made on the 
underlying mortgages, may shorten the effective maturities of these 
securities and may lower their returns. If property owners make unscheduled 
prepayments of their mortgage loans, these prepayments will result in early 
payment of the applicable mortgage-related securities. In that event, the 
Fund may be unable to invest the proceeds from the early payment of the 
mortgage-related securities in an investment that provides as high a yield as 
the mortgage-related securities. 

Consequently, early payment associated with mortgage-related securities 
may cause these securities to experience significantly greater price and yield 
volatility than that experienced by traditional fixed-income securities. The 
occurrence of mortgage prepayments is affected by factors including the 
level of interest rates, general economic conditions, the location and age of 
the mortgage and other social and demographic conditions. During periods 
of falling interest rates, the rate of mortgage prepayments tends to increase, 
thereby tending to decrease the life of mortgage-related securities. During 
periods of rising interest rates, the rate of mortgage prepayments usually 
decreases, thereby tending to increase the life of mortgage-related 
securities. If the life of a mortgage-related security is inaccurately predicted, 
a Fund may not be liable to realize the rate of return it expected. 

Mortgage-backed securities are less effective than other types of securities 
as a means of "locking in" attractive long-term interest rates. One reason is 
the need to reinvest prepayments of principal; another is the possibility of 
significant unscheduled prepayments resulting from declines in interest 
rates. Prepayments may cause losses on securities purchased at a premium. 
At times, some of the mortgage-backed securities in which a Fund may 
invest will have higher than market interest rates and, therefore, will be 
purchased at a premium above their par value. Unscheduled prepayments, 
which are made at par, will cause the Fund to experience a loss equal to any 
unamortized premium. 

Stripped mortgage-backed securities are created when a U.S. government 
agency or a financial institution separates the interest and principal 
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components of a mortgage-backed security and sells them as individual 
securities. The securities may be issued by agencies or instrumentalities of 
the U.S. Government and private originators of, or investors in, mortgage 
loans, including savings and loan associations, mortgage banks, commercial 
banks, investment banks and special purpose entities of the foregoing. 
Stripped mortgage-backed securities are usually structured with two classes 
that receive different portions of the interest and principal distributions on a 
pool of mortgage loans. The holder of the "principal-only" security ("PO") 
receives the principal payments made by the underlying mortgage-backed 
security, while the holder of the "interest-only" security ("IO") receives interest 
payments from the same underlying security. The Fund may invest in both 
the IO class and the PO class. The prices of stripped mortgage-backed 
securities may be particularly affected by changes in interest rates. The yield 
to maturity on an IO class of stripped mortgage-backed securities is 
extremely sensitive not only to changes in prevailing interest rates but also 
to the rate of principal payments (including prepayments) on the underlying 
assets. As interest rates fall, prepayment rates tend to increase, which tends 
to reduce prices of IOs and increase prices of POs. Rising interest rates can 
have the opposite effect. 

Prepayments may also result in losses on stripped mortgage-backed 
securities. A rapid rate of principal prepayments may have a measurable 
adverse effect on a Fund's yield to maturity to the extent it invests in IOs. If 
the assets underlying the IO experience greater than anticipated 
prepayments of principal, a Fund may fail to recoup fully its initial 
investments in these securities. Conversely, POs tend to increase in value if 
prepayments are greater than anticipated and decline if prepayments are 
slower than anticipated. The secondary market for stripped mortgage-
backed securities may be more volatile and less liquid than that for other 
mortgage-backed securities, potentially limiting the Fund's ability to buy or 
sell those securities at any particular time. 

Mortgage-backed securities issued or guaranteed by government-sponsored 
enterprises ("GSE"), such as Fannie Mae, Freddie Mac or the Federal Home 
Loan Banks, are not backed by the full faith and credit of the U.S. 
Government. In the event of non-performance of a GSE, the Fund might 
suffer a loss on the securities of that GSE and would not be able to recover 
this loss from the U.S. Government.

Fund Policies
The Fund has adopted certain investment restrictions that are fundamental 
and may not be changed without approval by a "majority" vote of the Fund's 
shareholders. The majority is defined in the 1940 Act as the lesser of: (i) 
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67% or more of the voting securities of such fund present in person or by 
proxy at a meeting, if the holders of more than 50% of the outstanding voting 
securities are present or represented by proxy; or (ii) more than 50% of the 
outstanding voting securities of such fund. Listed below are the fundamental 
restrictions adopted by the Fund. 
The Fund may not: 

1.  Borrow money, except from banks, and only if after such borrowing there 
is asset coverage of at least 300% for all borrowings of the Fund; or 
mortgage, pledge or hypothecate any of its assets except in connection with 
any such borrowing and in amounts not in excess of the lesser of the dollar 
amounts borrowed or 33 1/3% of the value of the Fund's total assets at the 
time of such borrowing, provided that: (a) short sales and related borrowings 
of securities are not subject to this restriction; and, (b) for the purposes of 
this restriction, collateral arrangements with respect to options, short sales, 
stock index, interest rate, currency or other futures, options on futures 
contracts, collateral arrangements with respect to initial and variation 
margin and collateral arrangements with respect to swaps and other 
derivatives are not deemed to be a pledge or other encumbrance of assets. 
2.  Issue any senior securities, except as permitted under the 1940 Act; 
3.  Act as an underwriter of securities within the meaning of the Securities 
Act except insofar as it might be deemed to be an underwriter upon 
disposition of certain portfolio securities acquired within the limitation on 
purchases of restricted securities; 
4.  Purchase or sell real estate (including real estate limited partnership 
interests), except that (i) the Fund may invest in securities secured by real 
estate or interests therein or issued by companies that invest in real estate 
or interests therein, and (ii) the Fund may acquire interests in real estate as 
a result of a liquidation, restructuring or similar action of a security that the 
Fund invested in. The Adviser will attempt to dispose of such an interest as 
soon as practical; 
5.  Purchase or sell commodities or commodity contracts, except that a Fund 
may deal in forward foreign exchange transactions between currencies of 
the different countries in which it may invest and purchase and sell stock 
index and currency options, stock index futures, financial futures and 
currency futures contracts and related options on such futures; 
6.  Make loans, except through loans of portfolio instruments and 
repurchase agreements, provided that for purposes of this restriction the 
acquisition of bonds, debentures or other debt instruments or interests 
therein and investment in government obligations, Loan Participations and 
Assignments, short-term commercial paper, certificates of deposit and 
bankers' acceptances shall not be deemed to be the making of a loan; and 
7.  Purchase any securities which would cause 25% or more of the value of 
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the Fund's total assets at the time of purchase to be invested in the 
securities of one or more issuers conducting their principal business 
activities in the same industry, provided that (a) there is no limitation with 
respect to (i) instruments issued or guaranteed by the United States, any 
state, territory or possession of the United States, the District of Columbia or 
any of their authorities, agencies, instrumentalities or political subdivisions, 
and (ii) repurchase agreements secured by the instruments described in 
clause (i); (b) 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 the parents; and (c) utilities will be divided 
according to their services, for example, gas, gas transmission, electric and 
gas, electric and telephone will each be considered a separate industry. 

For purposes of Investment Limitation No. 1, collateral arrangements with 
respect to, if applicable, the writing of options, futures contracts, options on 
futures contracts, forward currency contracts and collateral arrangements 
with respect to initial and variation margin are not deemed to be a pledge of 
assets and neither such arrangements nor the purchase or sale of futures or 
related options are deemed to be the issuance of a senior security for 
purposes of Investment Limitation No. 2. 
In addition to the fundamental investment limitations specified above, the 
Fund may not: 

1.  Purchase securities on margin, except for short-term credits necessary 
for clearance of portfolio transactions, and except that the Fund may make 
margin deposits in connection with its use of options, futures contracts, 
options on futures contracts and forward contracts; 
2.  Purchase or sell interests in mineral leases, oil, gas or other mineral 
exploration or development programs, except that the Fund may invest in 
securities issued by companies that engage in oil, gas or other mineral 
exploration or development activities; and 
3.  Purchase or retain the securities of any issuer, if those individual officers 
and directors of the Funds, the Adviser or any subsidiary thereof each 
owning beneficially more than 1/2 of 1% of the securities of such issuer own 
in the aggregate more than 10% of the securities of such issuer. 

The policies set forth above are not fundamental and thus may be changed 
by the Fund's Trustees without a vote of the shareholders. 

Except as required by the 1940 Act with respect to the borrowing of money 
and the issuance of senior securities, if a percentage restriction is adhered 
to at the time of investment, a later increase or decrease in percentage 
resulting from a change in market values of portfolio securities or amount of 
total or net assets will not be considered a violation of any of the foregoing 
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restrictions. 
Securities held by a Fund generally may not be purchased from, sold or 
loaned to the Adviser or its affiliates or any of their directors, officers or 
employees, acting as principal, unless pursuant to a rule or exemptive order 
under the 1940 Act. 

Temporary Defensive Strategies
The Fund may, for temporary defensive purposes, invest without limitation in 
cash or various short-term instruments, including those of the U.S. 
Government and its agencies and instrumentalities. This may occur, for 
example, when the portfolio manager is attempting to respond to adverse 
market, economic, political or other conditions. The Fund can also hold 
these types of securities pending the investment of proceeds from the sale 
of Fund shares or portfolio securities or to meet anticipated redemption 
requests. If these temporary strategies are used for adverse market, 
economic or political conditions, it is impossible to predict when or for how 
long the portfolio manager may employ these strategies for the Fund. To the 
extent the Fund holds cash or invests defensively in short-term instruments, 
it may not achieve its investment objective. 

Portfolio Turnover
Portfolio securities will be sold without regard to the length of time they have 
been held when the portfolio manager believes it is appropriate to do so in 
light of the Fund's investment goal. In general, the greater the volume of 
buying and selling by a mutual fund, the greater the impact that brokerage 
commissions and other transaction costs will have on its return. High 
portfolio turnover rates may also cause substantial net short-term gains, and 
any distributions resulting from such gains will be ordinary income to you for 
purposes of federal income tax. The portfolio manager anticipates that it will 
actively manage the Funds' portfolios in pursuing the Fund's investment 
strategy. The Fund's turnover rate is difficult to estimate and will vary with 
market conditions. The Fund's turnover rate was 169.02%, 144.46%  and 
177.06% in 2006, 2005 and 2004 and may exceed 300% in future years. 
As a result, any dividends paid to shareholders are expected to consist 
primarily of short-term capital gains, which are taxable at ordinary income 
tax rates.  

Non-diversification Policy: The Fund is classified as being non-diversified 
which means that it may invest a relatively high percentage of its assets in 
the obligations of a limited number of issuers. The Fund, therefore, may be 
more susceptible than a more widely diversified fund to any single, 
economic, political, or regulatory occurrence. The policy of the Fund, in the 
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hope of achieving its objective as stated above, is, therefore, one of selective 
investments rather than broad diversification. The Fund seeks only enough 
diversification for adequate representation among what it considers to be 
best performing securities and to maintain its federal non-taxable status 
under Subchapter M of the Internal Revenue Code (see next paragraph). 
Tax Status: The Fund expects to qualify to be treated as a regulated 
investment company under Subchapter M of the Internal Revenue Code (the 
"Code") of 1954, as amended, provided that it complies with all applicable 
requirements regarding the source of its income, diversification of its assets 
and timing of distributions. Under the provisions of Subchapter M of the 
Code, the Fund intends to pay out substantially all of its investment income 
and realized capital gains, and intends to be relieved of federal income tax 
on the amounts distributed to shareholders. In order to qualify as a 
"regulated investment company" under Subchapter M, at least 90% of the 
Fund's income must be derived from dividends, interest, and gains from 
securities transactions, no more than 30% of the Fund's profits may be 
derived from securities held less than three months, and no more than 50% 
of the Fund assets may be held in security holdings that exceed 5% of the 
total assets of the Fund at time of purchase. 
Distribution of any net long term capital gains realized by the Fund will be 
taxable to you as long term capital gains, regardless of the length of time you 
have held Fund shares. All income realized by the Fund including short term 
capital gains, will be taxable to you as ordinary income. Dividends from net 
income will be made annually or more frequently at the discretion of the 
Fund's Board of Trustees. Dividends you received shortly after purchasing 
shares will have the effect of reducing the per share net asset value of the 
shares by the amount of such dividends or distributions and, although in 
effect a return of capital, are subject to federal income taxes. Under the 
Code, the Fund will be required to report to the IRS all distributions of 
taxable income and capital gains as well as gross proceeds from the 
redemption of Fund shares. The Fund is required by Federal Law to withhold 
a portion of reportable payments (which may include dividends, capital 
gains, distributions and redemption's) paid to shareholders who have not 
complied with IRS regulations at the backup withholding rate then in effect. 
In order to avoid this withholding requirement, you must certify on a W-9 tax 
form supplied by the Fund that your Social Security or Taxpayer Identification 
Number provided is correct and that your are not subject to back-up 
withholding, or that you are exempt from back-up withholding. The above 
discussion of U.S. federal income tax law relates solely to the application of 
that law to U.S. citizens or residents and U.S. domestic corporations, 
partnerships, trusts, and estates. If you are not a U.S. person you should 
consider the U.S. and foreign tax consequences of ownership of shares of 
the Fund, including the possibility that you may be subject to a U.S. 
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withholding tax at the rate then in effect (or at a lower rate under an 
applicable income tax treaty) on amounts constituting ordinary income.

Due to the Fund's high turnover rate, which was 169.02%, 144.46% and 
177.06% in 2006, 2005, 2004 and may exceed 300% in future years, any 
dividends are expected to consist primarily of short-term capital gains, which 
are taxed at ordinary income tax rates.

Disclosure of Portfolio Holdings
Data on NAV’s, asset levels, accruals, yields, capital gains, dividends and 
Fund returns (net of fees by share class) are available to shareholders, 
prospective shareholders, third party data providers and other interested 
parties upon request, as soon as such data is available. The Fund has 
arrangements with certain third party data providers to supply them with this 
information as soon as such data is available. 

Quarter-end portfolio holdings are available to third party data providers 
(e.g., Lipper, Bloomberg) no sooner than this information has been filed with 
the Commission on form N-CSR or N-Q, as applicable. The data made 
available to these firms may also include ticker if equity, face amount or 
quantity, CUSIP, market value, market price, yield or percentage of portfolio 
as of the quarter-end date.

Information about the Fund's portfolio holdings is also available to the 
Fund's service providers, in particular its investment adviser, custodian, 
independent auditor, administrator and its independent trustees due to the 
nature of the relationship of these service providers with the Fund.

Certain parties performing due diligence on the Fund may be given access to 
Fund holdings and transactions after the signing of a confidentiality 
agreement. No information on holdings subsequent to the filing of N-Q or N-
CSR, whichever is most recent, is given to such persons. 

The decision on allowing non-standard portfolio disclosure is taken by the 
Board of Trustees. A request for non-standard disclosure is evaluated by the 
Board upon receipt, with a careful consideration of the likely benefits and 
risks associated with the non-standard disclosure. The Board will monitor 
portfolio disclosures, other than public disclosures required by applicable 
regulations, to ensure that these disclosures are in the best interests of the 
Fund and its shareholders.

The Portfolio Manager may mention individual securities held by the Fund in 
interviews with the press even if these holdings have not yet been disclosed 
on forms N-CSR or N-Q. The Portfolio Manager will ensure that securities 
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representing in aggregate no more than 20% of the Fund's holdings are 
disclosed at any one time, if these holdings have not yet been disclosed on 
forms N-CSR or N-Q. The Fund believes that such interviews can benefit the 
Fund and its shareholders by raising the general public's awareness of the 
Fund, while the 20% restriction ensures confidentiality of the majority of the 
Fund's holdings.

Neither the Fund nor the Adviser receive compensation or other 
consideration for disclosure of portfolio securities. 

Securities Valuation Procedures
The Fund has adopted procedures for the valuation of its holdings. 
Securities for which market quotations are readily available are valued at 
current market value, and all other securities are valued at fair value as 
determined in good faith by the Trusts' Board of Trustees. Securities listed 
on a securities exchange or NASDAQ are valued at the last quoted sale price 
at the time of closing of the NYSE. Over the counter securities are valued at 
the bid price in effect at the closing of the NYSE. When market quotations 
are not readily available, when the Adviser determines that the market 
quotation or the price provided by the service does not accurately reflect the 
current market value, or when restricted or illiquid securities are being 
valued, such securities are valued as determined in good faith by the Board 
of Trustees. No single standard for determining fair value can be 
established, since fair value depends upon the circumstances of each 
individual case.  As a general principle, the current fair value of an issue of 
securities being valued is the amount that the owner might reasonably 
expect to receive upon their current sale.  Methods that are in accord with 
this principle may, for example, be based on a correlation with a market 
index, a multiple of earnings, a discount from market of a similar freely 
traded security, or yield to maturity with respect to debt issues, or a 
combination of these and other methods. Preference is given to valuation 
methods that use traded instruments as reference points.

Trustees And Executive Officers
The Trustees of the Trust, who were elected for an indefinite term by the 
initial shareholders of the Trust, are responsible for the overall management 
of the Trust, including general supervision and review of the investment 
activities of the Fund. The Trustees, in turn, elect the officers of the Trust, 
who are responsible for administering the day-to-day operations of the Trust 
and its separate series. The current Trustees and officers, their ages and 
affiliations and principal occupations for the past five years are set forth 
below. There is no limit to the term of office for all Trustees. 
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Name and Address Position SincePrincipal Occupation During The 
Past Five Years

Other Directorships 
Held By Trustee

Thomas Kirchner, CFA*
4201 Massachusetts 
Avenue NW
Washington, DC 20016
Age: 38

President2002

Financial Engineer, Fannie Mae 
(1999 - 2004; mortgage firm); 
Bond Trader and Financial 
Engineer, Banque Nationale de 
Paris S.A.(1996-1999; bank).

FalconTarget Inc.

Richard Holly, CFA
3601 Connecticut 
Avenue NW
Washington, DC 20008
Age: 41

Trustee 2003

Assistant Ready Mix Controller, 
(since 2006) and Senior Financial 
Analyst, Lafarge North America 
(2003-2006); Consultant, 
Account-emps (2002 - 2003); 
Controller, Engelhard-Clal (1998-
2002).

None

Gale Witoonchatree
184 Clinton Street
Brooklyn, NY 11201
Age: 35

Trustee 2002

Senior Associate, Deloitte & 
Touche (since 2006); Associate, 
KPMG LLP (2004-2005); 
Financial Engineer, Fannie Mae 
(2000-2004); GSUSE LLC, Analyst 
(1998-2000).

None

Sherry Russell
9111 Wire Avenue
Silver Spring, MD 
20901
Age: 35

Trustee 2006

Independent Financial Consultant 
(2005-Present); Senior Loan 
Officer, Nationwide Home 
Mortgage (2003-2004); 
President, Naxos Technology Inc. 
(2001-2002).

None

* Thomas Kirchner, as an affiliated person of Pennsylvania Avenue Advisers 
LLC, the Fund's investment adviser, is an "interested person" of the Trust 
within the meaning of Section 2(a)(19) of the 1940 Act. 

The Fund does not compensate its officers and directors that are affiliated 
with the Investment Adviser except as they may benefit through payment of 
the Advisory fee. Disinterested Trustees receive no compensation for attend 
board meetings. Disinterested Trustees are also reimbursed for expenses in 
connection with each Board meeting attended. No other compensation or 
retirement benefits are received by any Trustee or officer from the Fund. Mr. 
Kirchner receives no compensation, including no director fees, for his 
service to the Fund either directly or indirectly from the Fund. 

The Fund does not have a standing audit or nominating committee of its 
board of trustees, or committees performing similar functions. The Fund 
pays no compensation to any of its officers and trustees, except that the 
Fund may reimburse these nonaffiliated trustees for their travel expenses to 
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attend trustees' meetings. 

Information relating to Trustees' ownership (including the ownership of his or 
her immediate family) in the Trust as of December 31, 2006 is set forth in 
the table below: 

Interested Trustees
(1)

Name of Director
(2)

Dollar Range of 
Equity Securities In 

The Fund

(3) Securities in All Registered 
Investment Companies Overseen 

by Director in Family of 
Investment Companies

Thomas Kirchner Over $100,000 Over $100,000

Independent Trustees
(1)

Name of Director
(2)

Dollar Range of 
Equity Securities In 

The Fund

(3) Securities in All Registered 
Investment Companies 

Overseen by Director in Family 
of Investment Companies

Richard Holly $10,001-$50,000 $10,001-$50,000

Gale Witoonchatree Over $100,000 $1-$10,000

Sherry Russell $10,001-$50,000 $10,001-$50,000

The Board of Trustees originally adopted the investment advisory agreement 
for a period of two years on January 22nd, 2003, and approved its renewal 
for one year from January 2007. In its deliberations, the nonaffiliated 
trustees considered the investment adviser's investment strategy, the 
advisory fees paid by other mutual funds for similar advisory services, and 
determined that the agreement is in the best interest of the Fund. 

The Fund and the Adviser have adopted a Code of Ethics pursuant to Rule 
17j-1. The Code prohibits personnel subject to the Code from investing in 
portfolio securities owned by the Fund. 

Fund Proxy Voting Policies
The Fund views proxy voting as an integral part of its investment strategy 
because the voting of proxies carries risks to the return of specific 
investments held by the Fund. For example, if the Fund were to vote against 
a merger, and the merger were to proceed because a majority votes in its 
favor, the Fund may have to wait for a subsequent short-form merger to 
proceed before receiving the merger consideration. Such a delay can reduce 
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the annualized rate of return on this particular holding substantially. 
Therefore, the Fund has adopted proxy voting policies that address the most 
common questions in corporate reorganizations or proxy fights. The Fund 
may deviate in exceptional circumstances from these policies if the Adviser 
determines that a particular investment may yield a higher return if the Fund 
deviates from the previously established policy. 

In general, the Fund supports all proposals that require shareholder votes on 
fundamental questions concerning a holding. The Fund generally opposes 
resolutions that give a board and management blanket authority without 
requiring subsequent shareholder approval. The Fund will withhold votes 
from board nominees who have supported such blanket proposals. 
The Fund has adopted specific voting policies for the following scenarios that 
often arise in proxy votes.

Capitalization: The Fund supports issuance of shares, in particular if this is 
required for a merger transaction that the Fund supports. 

Reorganizations: The Fund will support or withhold support for a merger or 
buyout relative to the strategy it implements in each case. If the Fund seeks 
to profit from the closing of a merger, it will generally vote for the merger. 
The Fund will oppose all measures that restrict a company's ability to be 
acquired (takeover defenses). 

Management and Board of Directors: The Fund supports a strong and 
independent board of directors. Directors should be elected annually, 
executive and director compensation should strengthen the independence 
of directors and link reasonable management compensation to 
performance. The Fund will vote for regular rotation of auditors, and for 
proposals that ensure auditor independence. In contested board elections, 
the Fund's vote will often be dictated by its investment strategy. The Fund 
will generally vote for nominees who, in the opinion of the Adviser, are most 
likely to maximize shareholder value. In uncontested elections, the Fund will 
generally vote for nominees supported by management. 

Shareholder rights: The Fund supports equal voting rights for all classes of 
stock.. Amendment of articles of incorporation: The Fund will vote on these 
proposals on a case-by-case basis. It will oppose a change of domicile if the 
new domicile gives shareholders fewer rights. 

Information regarding how the Fund voted proxies relating to portfolio 
securities during the most recent 12-month period ended June 30 is 
available (1) without charge, upon request, by calling toll-free 1 (888) 642 
6393; or on or through the Fund’s website at  http://www.PAFunds.com; and 
(2) on the Commission’s website at http://www.sec.gov.
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Principal Holders and Control Persons
The name, address and percentage ownership of each person that on April 
26, 2007 owned of record or beneficially 5% or more of the outstanding 
shares of the Fund are as follows: 

Name Street Address Percentage
National Financial Services Co 
(**) (For the benefit of their 
clients)

10 Salem Street
Smithfield, RI 02917

9.72%

TD Ameritrade, Inc. (*) (**)
(For the benefit of their 
clients)

1005 North Ameritrade Place
Bellevue, NE 68005

53.90%

Thomas Kirchner (*) 4201 Massachusetts Ave NW
Washington, DC 20016

10.16%

(*) Mr. Kirchner holds certain Fund shares through an account at TD 
Ameritrade. His percentage includes shares held by a member of his 
immediate family.

(**) Control Person holding more than 25% of the Fund's shares.

The total holdings of the Board of Trustees are 15.30% of Fund shares, 
including their immediate families, as of April 26, 2007.

29



Pennsylvania Avenue Event-Driven Fund

Investment Management and Other Services

Investment Adviser
Pennsylvania Avenue Advisers LLC is a District of Columbia limited liability 
company that acts as an Adviser to the Fund. Mr. Thomas Kirchner is the 
sole owner, director and officer of the Adviser and is also President of the 
Fund. The Trust and the Adviser have entered into an investment 
management agreement. This was initially approved by the Board of 
Trustees for a period of two years at a meeting held on January 22nd, 2003, 
and has since extended it annually, most recently by a meeting held on 
December 16, 2006. The continuance of this Agreement, after the first two 
years must be specifically approved at least annually (i) by the Trust's Board 
of Trustees or by vote of a majority of the outstanding voting securities (as 
defined in the 1940 Act) of the Fund and (ii) by the affirmative vote of a 
majority of the Trustees who are not parties to the Management Agreement 
or "interested persons" (as defined in the 1940 Act) of any such party by 
votes cast in person at a meeting called for such purpose. The Management 
Agreement with respect to the Fund may be terminated (i) at any time, 
without the payment of any penalty, by the Trust upon the vote of a majority 
of the Trustees or by vote of the majority of the outstanding voting securities 
(as defined in the 1940 Act) of the Fund upon sixty (60) days' written notice 
to the Manager or (ii) by the Manager at any time without penalty upon sixty 
(60) days' written notice to the Trust. The Management Agreement will also 
terminate automatically in the event of its assignment (as defined in the 
1940 Act). 
Under the agreement, Pennsylvania Avenue Advisers LLC will furnish 
investment advice to the Fund's Trustees on the basis of a continuous 
review of the portfolio & recommend to the Fund when and to what extent 
securities should be purchased or disposed. Ultimate decisions as to the 
investment policy and as to individual purchases and sales of securities will 
be made by the Fund's officers and directors. For these services the Fund 
has agreed to pay Pennsylvania Avenue Advisers LLC a fee of 1% per year of 
the Fund's first $10 million of average net assets, and 0.9% on average net 
assets exceeding $10 million. All fees are computed on the daily net assets 
of the Fund and are payable monthly. The fee is higher than fees paid by 
other funds. Notwithstanding the Investment Adviser would forego sufficient 
fees, and reimburse the Fund to hold the total expenses of the Fund's 
Investor Class Shares to less than 1.50% of the first $10 million in average 
net assets and 1.4% of the next $20 million, to hold the total expenses of 
the Fund's Adviser Shares to less than 1.75% of the first $10 million in 
average net assets and 1.65% of the next $20 million. The Adviser also 
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receives compensation of 0.10% of average net assets exceeding $5 million 
for its services as Transfer Agent to the Fund (see "Transfer Agent" below).
The total amount payable to the Adviser since inception was $21,769, which 
was waived by the Adviser. 
Pursuant to its contract with the Fund, the Investment Adviser is required to 
render research, statistical, and advisory services to the Fund; to make 
specific recommendations based on the Fund's investment requirements; 
and to pay the salaries of the Fund's employees who are affiliated with the 
Investment Adviser. 
Fees of the custodian, registrar, and transfer agents shall be paid by the 
Fund. The Fund pays all other expenses, including fees and expenses of 
directors not affiliated with the Adviser, if any; legal and accounting fees; 
interest, taxes and brokerage commissions, record keeping and the 
expenses of operating its offices. The Investment Adviser paid the initial 
organizational costs of the Fund. 

Principal Underwriter
The Fund acts as its own underwriter for Investor Class and Adviser Class 
Shares. 

Transfer Agent
The Fund's Investment Adviser, Pennsylvania Avenue Advisers LLC, acts as 
the Fund's transfer agent which records all Fund share purchases and 
redemptions on Fund premises. The transfer agent receives a fee of 0.10% 
of average net assets exceeding $5 million for these services, and the Fund 
is charged for supplies, postage and other out-of-pocket expenses. Stock 
certificates will not be issued because of the chance of loss and the 
accompanying costs of reissue indemnification. All shareholder holdings are 
maintained in book form. The Fund has computer hardware and software, 
which are provided and managed by Pennsylvania Avenue Advisers LLC, to 
run the Fund's daily operations. All data is backed up and stored in secure 
locations. Pennsylvania Avenue Advisers LLC has no prior experience acting 
as a transfer agent, including providing computerized accounting services to 
a registered investment company, such as the Fund. 

Administrative Services
General administrative, shareholder, dividend disbursement, transfer agent, 
and registrar services are provided to the Trust and the Funds by 
Pennsylvania Avenue Advisers LLC (the 'Administrator'), subject to the 
general supervision and control of the Trustees and the officers of the Trust, 
pursuant to a service agreement between the Trust and the Administrator. 
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Under the service agreement, the Administrator provides the Trust and each 
Fund with all required general administrative services, including, without 
limitation, office space, equipment, and personnel; clerical and general back 
office services; bookkeeping, internal accounting, and secretarial services; 
the determination of net asset values; and the preparation and filing of all 
reports, registration statements, proxy statements, and all other materials 
required to be filed or furnished by the Trust and each Fund under Federal 
and state securities laws. The Administrator also maintains the shareholder 
account records for each Fund, disburses dividends and distributions 
payable by each Fund, and produces statements with respect to account 
activity for each Fund and each Fund's shareholders. The Administrator pays 
all fees and expenses that are directly related to the services provided by the 
Administrator to the Fund; the Fund reimburses the Administrator for all fees 
and expenses incurred by the Administrator which are not directly related to 
the services the Administrator provides to the Fund under the service 
agreement. The Administrator receives no other compensation for its 
services as fund administrator; however, the Administrator receives 
compensation as the Fund's investment adviser and transfer agent, as 
described above in this section. 

Distribution
The Fund has adopted distribution plans pursuant to Rule 12b-1 under the 
Investment Company Act. The Plans authorize payments by the Fund in 
connection with the distribution of Fund shares at an annual rate 
determined from time to time by the Board of Trustees. Payments may be 
made by the Fund under these plans for the purpose of financing any activity 
primarily intended to result in the sales of shares of the Fund as determined 
by the Board of Trustees. Such activities include advertising, shareholder 
account servicing, compensation to distributor or broker/dealers, 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 Fund 
may finance without a plan, the Fund may also make payments to finance 
such activity outside of the pan and not be subject to its limitations. 

The plans were adopted in anticipation that the Fund will benefit from the 
plans through increased sales of shares of the Fund, thereby reducing the 
Fund's expense ratio and providing an asset size that allows the Adviser 
greater flexibility in management. Each plan may be terminated at any time 
by a vote of the Trustees of the Fund who are not interested persons of the 
Fund and who have no direct or indirect financial interest in the plan or any 
agreement related thereto (the "Rule 12b-1 Trustees") or by a vote of a 
majority of the Trust's outstanding shares. Any change in a plan that would 
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materially increase the distribution expenses of the Fund provided for in that 
plan requires approval of the shareholders and the Board of Trustees, 
including the Rule 12b-1 Trustees. 

While a plan is in effect, the selection and nomination of Trustees who are 
not interested persons of the Fund will be committed to the discretion of the 
Trustees of the Fund who are not interested persons of the Fund. The Board 
of Trustees must review the amount and purposes of expenditures pursuant 
to each plan quarterly as reported to it by the officers of the Trust. Unless 
otherwise terminated, each plan will continue in effect for as long as its 
continuance is specifically approved at least annually by the Board of 
Trustees, including the Rule 12b-1 Trustees. Until December 31, 2006, 
$2,667 had been paid and accrued under the plans. 

Investor Class Shares: The Fund acts as its own principal underwriter and 
distributor for Investor Class Shares. There is no sales load on Investor Class 
Shares, which are offered on a continuous basis. The distribution plan for 
Investor Class Shares authorizes payments by the Fund in connection with 
the distribution of Investor Class Shares at an annual rate, as determined 
from time to time by the Board of Trustees, of up to 0.25% of the Fund's 
average daily net assets, for the Fund's Investor Class Shares. 

Adviser Class Shares: The Fund acts as its principal underwriter and 
distributor for the Fund's Adviser Class Shares. There is a sales load of 5% 
on Adviser Class Shares, which are offered on a continuous basis. The 
distribution plan for Adviser Class Shares authorizes payments by the Fund 
in connection with the distribution of Adviser Class Shares at an annual rate, 
as determined from time to time by the Board of Trustees, of up to 0.50% 
annually of the Fund's average daily net assets, for the Fund's Adviser Class 
Shares. Adviser Class Shares are only available through brokers who have 
signed selling agreements with the Fund and can not be purchased from the 
Fund directly. 

Custodian
The Fund has retained Huntington National Bank, 41 South High Street, 
Columbus, OH 43216, to act as custodian for its investments. As custodian, 
Huntington National Bank acts as the Fund's depository, safekeeps its 
securities, handles the delivery of securities to and from the Fund, collects 
all income and other payments with respect thereto, disburses funds as 
instructed and maintains records in connection with its duties.
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Independent Registered Public Accounting Firm
Sanville & Company, Certified Public Accountants, 1514 Old York Road, 
Abington, PA19001 are the Independent Registered Public Accounting Firm 
for the Fund. They are responsible for performing an audit of the Fund's year-
end financial statements, additional audits required by law, as well as 
providing accounting and tax advice to the management of the Fund. 

Portfolio Managers
Mr. Thomas Kirchner, CFA, is primarily responsible for the day-to-day 
management of the portfolio of the Fund. As of December 31, 2006, Mr. 
Kirchner was not managing any accounts other than the Fund. Mr. Kirchner 
is the sole owner of the Adviser and does not receive a salary from the 
Adviser. He is compensated only through distributions of profits, if any, from 
the Adviser to its owner. He owns beneficially Fund shares valued in the 
range $100,001-$500,000 on December 31, 2006.

Brokerage Allocation and Other Practices
All orders for the purchase or sale of portfolio securities are placed on behalf 
of the Fund by the Adviser pursuant to authority contained in the Fund's 
management contract. The Adviser seeks to obtain the best execution on 
portfolio trades. The price of securities and any commission rate paid are 
always factors, but frequently not the only factors, in judging best execution. 
In selecting brokers or dealers, the Adviser considers various relevant 
factors, including, but not limited to, the size and type of the transaction; the 
nature and character of the markets for the security to be purchased or sold; 
the execution efficiency, settlement capability and financial condition of the 
dealer; the dealer's execution services rendered on a continuing basis; and 
the reasonableness of any dealer spreads. Transactions in non-U.S. equity 
securities are executed by broker-dealers in non-U.S. countries in which 
commission rates may not be negotiable (as such rates are in the U.S.). 
The Adviser may select broker-dealers that provide brokerage and/or 
research services to the Fund and/or other investment companies or other 
accounts managed by the Adviser. In addition, consistent with Section 28(e) 
of the Securities Exchange Act of 1934, as amended, if the Adviser 
determines in good faith that the amount of commissions charged by a 
broker-dealer is reasonable in relation to the value of the brokerage and 
research services provided by such broker, the Fund may pay commissions 
to such broker-dealer in an amount greater than the amount another firm 
may charge. Such services may include advice concerning the value of 
securities; the advisability of investing in, purchasing or selling securities; 
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the availability of securities or the purchasers or sellers of securities; 
providing stock quotation services, credit rating service information and 
comparative fund statistics; furnishing analyses, electronic information 
services, manuals and reports concerning issuers, industries, securities, 
economic factors and trends, portfolio strategy, and performance of 
accounts and particular investment decisions; and effecting securities 
transactions and performing functions incidental thereto (such as clearance 
and settlement). The Adviser believes that no exact dollar value can be 
calculated for such services. 
The research received from broker-dealers may be useful to the Adviser in 
rendering investment management services to the Fund as well as other 
investment companies or other accounts managed by the Adviser, although 
not all such research may be useful to the Fund. Conversely, such 
information provided by brokers or dealers who have executed transaction 
orders on behalf of such other accounts may be useful to the Adviser in 
carrying out its obligations to the Fund. The receipt of such research has not 
reduced the Adviser's normal independent research activities; however, it 
enables the Adviser to avoid the additional expenses which might otherwise 
be incurred if it were to attempt to develop comparable information through 
the Adviser. 

The Board of Trustees periodically reviews the Adviser's performance of its 
responsibilities in connection with the placement of portfolio transactions on 
behalf of the Fund. 

For the fiscal year ending December 31, 2006 the Fund paid $2,162 in 
brokerage commissions. No brokerage transactions were directed to brokers 
that also sell Fund shares.

Capitalization
Description of Shares: Each share has equal dividend, distribution and 
liquidation rights. There are no conversion or pre-emptive rights applicable to 
any shares of the Fund. All shares issued are fully paid and non-accessible. 
The Fund currently offers two classes of shares: Investor Class and Adviser 
Class. These two classes differ only by their expenses and sales loads as 
described in the prospectus under 'fees and expenses'. 
Voting Rights: Each holder of shares has one vote for each share held. 
Voting rights are non-cumulative, which means that the holders of a majority 
of shares of common stock can elect all Trustees of the Fund if they so 
choose, and the holders of the remaining shares will not be able to elect any 
person as a director. 
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Purchase Of Shares -Reinvestments 
The offering price of the shares offered by the Fund is at the net asset value 
per share next determined after receipt of the purchase order by the Fund 
and is computed in the manner described under the caption "Pricing of Fund 
Shares" in the Prospectus. The Fund reserves the right at its sole discretion 
to terminate the offering of its shares made by this Prospectus at any time 
and to reject purchase applications when, in the judgment of management 
such termination or rejection is in the best interests of the Fund. 
Initial Investments: Initial purchase of shares of the Fund may be made only 
by application submitted to the Fund. For your convenience, a Share 
Purchase Application form is provided with this Prospectus. The minimum 
initial purchase of shares is $2,500 which is due and payable 3 business 
days after the purchase date. Less may be accepted under special 
circumstances. 
Subsequent Purchases: Subsequent purchases may be made by mail or by 
phone and are due and payable five business days after the purchase date. 
The minimum is $100, but less may be accepted under special 
circumstances. 

Re-Investments: The Fund will automatically retain and reinvest dividends 
and capital gains distributions in whole shares and use same for the 
purchase of additional shares for the shareholder at net asset value as of 
the close of business on the distribution date. Any surplus over whole shares 
will held in a cash account. A shareholder may at any time by letter or forms 
supplied by the Fund direct the Fund to pay dividend and/or capital gains 
distributions, if any, to such shareholder in cash. 

Retirement Plans
Individual Retirement Account: Persons who earn compensation and are not 
active participants (and who do not have a spouse who is an active 
participant) in an employee maintained retirement plan may establish 
Individual Retirement Accounts (IRA) using Fund shares. Annual 
contributions, currently limited to the lesser of $4,000 or 100% of 
compensation, are tax deductible from gross income. This IRA deduction is 
also retained for individual taxpayers and married couples with adjusted 
gross incomes within certain specified limits. All individuals may make 
nondeductible IRA contributions to separate accounts to the extent that they 
are not eligible for a deductible contribution. Earnings under the IRA are 
reinvested and are tax-deferred until withdrawals begin. The maximum 
annual contribution may be increased if you have a spouse who earns no 
compensation during the taxable year. A separate and independent Spousal 
IRA must be maintained. 
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You may begin to make non-penalty withdrawals as early as age 59 1/2 or 
as late as age 70 1/2. In the event of death or disability, withdrawals may be 
made before age 59 1/2 without penalty. 

A Disclosure Statement is required by U.S. Treasury Regulations. This 
Statement describes the general provisions of the IRA and is forwarded to all 
prospective IRA's. There is no charge by the Fund to open and maintain a 
Pennsylvania Avenue Event-Driven Fund IRA. This policy may be changed by 
the Board of Directors if they deem it to be in the best interests of all 
shareholders. All IRA's may be revoked within 7 days of their establishment 
with no penalty. 

Redemption Of Shares 
The Fund will redeem all or any part of the shares of any shareholder who 
tenders a request for redemption (if certificates have not been issued) or 
certificates with respect to shares for which certificates have been issued. In 
either case, proper endorsements guaranteed either by a national bank or a 
member firm of the New York Stock Exchange will be required unless the 
shareholder is known to management. The redemption price is the net asset 
value per share next determined after notice is received by the Fund for 
redemption of shares. The proceeds received by the shareholder may be 
more or less than his cost of such shares, depending upon the net asset 
value per share at the time of redemption, and the difference should be 
treated by the shareholder as a capital gain or loss for federal income tax 
purposes. 
Payment by the Fund will ordinarily be mailed within three business days 
after tender to the address that appears on the Transfer Agent's records. The 
Fund may suspend the right of redemption or postpone the date of payment 
if: The New York Stock Exchange is closed for other than customary weekend 
or holiday closings, or when trading on the New York Stock Exchange is 
restricted as determined by the Securities and Exchange Commission or 
when the Securities and Exchange Commission has determined that an 
emergency exists, making disposal of Fund securities or valuation of net 
assets not reasonably practicable. The Fund intends to make payments in 
cash, however, the Fund reserves the right to make payments in kind. 

Taxation
The Fund intends to elect to be, and qualify for treatment as, a regulated 
investment company ("RIC") under the Code. As a RIC, the Fund will not be 
subject to federal income or excise tax on any of its net investment income 
or net realized capital gains, which are timely distributed to shareholders 
under the Code. A number of technical rules are prescribed for computing 
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net investment income and net capital gains. For example, dividends are 
generally treated as received on the ex-dividend date. Also, certain foreign 
currency losses and capital losses arising after October 31 of a given year 
may be treated as if they arise on the first day of the next taxable year. 
If the Fund failed to qualify for treatment as a RIC for any taxable year, (1) it 
would be taxed as an ordinary corporation on its taxable income for that year 
without being able to deduct the distributions it makes to its shareholders 
and (2) you would treat all those distributions, including distributions that 
otherwise would be "exempt-interest dividends" and distributions of net 
capital gain (the excess of net long-term capital gain over net short-term 
capital loss), as taxable dividends (that is, ordinary income) to the extent of 
the Fund's earnings and profits. In addition, the Fund could be required to 
recognize unrealized gains, pay substantial taxes and interest and make 
substantial distributions before requalifying for RIC treatment. 
Backup withholding. The Fund is required to withhold taxes on all taxable 
dividends, capital gain distributions and redemption proceeds payable to 
individuals and certain other non-corporate shareholders who do not provide 
the Fund with a correct taxpayer identification number. Withholding at that 
rate also is required from taxable dividends and capital gain distributions 
payable to those shareholders who otherwise are subject to backup 
withholding. 
Sale or exchange of fund shares. Your sale (redemption) of Fund shares may 
result in a taxable gain or loss, depending on whether you receive more or 
less than your adjusted basis in the shares. In addition, if you buy the Fund's 
shares within 30 days before or after selling other shares of the Fund at a 
loss, all or a portion of that loss will not be deductible and will increase your 
basis in the newly purchased shares. 
Derivatives. Certain futures, foreign currency contracts and listed nonequity 
options (such as those on a securities index) in which the Fund may invest 
may be subject to section 1256 of the Code ("section 1256 contracts"). Any 
section 1256 contracts the Fund  holds at the end of each taxable year 
generally must be "marked-to-market" (that is, treated as having been sold at 
that time for their fair market value) for federal income tax purposes, with 
the result that unrealized gains or losses will be treated as though they were 
realized. Sixty percent of any net gain or loss recognized on these deemed 
sales, and 60% of any net realized gain or loss from any actual sales of 
section 1256 contracts, will be treated as long-term capital gain or loss, and 
the balance will be treated as short-term capital gain or loss. These rules 
may operate to increase the amount that the Fund must distribute to satisfy 
the Distribution Requirement (i.e., with respect to the portion treated as 
short-term capital gain), which will be taxable to the shareholders as ordinary 
income, and to increase the net capital gain the Fund recognizes, without in 
either case increasing the cash available to the Fund. The Fund may elect 
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not to have the foregoing rules apply to any "mixed straddle" (that is, a 
straddle, clearly identified by the Fund in accordance with the regulations, at 
least one (but not all) of the positions of which are section 1256 contracts), 
although doing so may have the effect of increasing the relative proportion 
of net short-term capital gain (taxable as ordinary income) and thus 
increasing the amount of dividends that must be distributed. 

Gains or losses (1) from the disposition of foreign currencies, including 
forward currency contracts, (2) on the disposition of each foreign-currency- 
denominated debt security that are attributable to fluctuations in the value 
of the foreign currency between the dates of acquisition and disposition of 
the security and (3) that are attributable to exchange rate fluctuations 
between the time the Fund accrues interest, dividends or other receivables, 
or expenses or other liabilities, denominated in a foreign currency and the 
time the Fund actually collects the receivables or pays the liabilities, 
generally will be treated as ordinary income or loss. 

These gains, referred to under the Code as "section 988" gains or losses, will 
increase or decrease the amount of the Fund's investment company taxable 
income available to be distributed to its shareholders as ordinary income, 
rather than increasing or decreasing the amount of its net capital gain. If 
section 988 losses exceed other investment company taxable income during 
a taxable year, the Fund would not be able to distribute any dividends, and 
any distributions made during that year before the losses were realized 
would be recharacterized as a return of capital to shareholders, rather than 
as a dividend, thereby reducing each shareholder's basis in his or her Fund 
shares. 

Offsetting positions in any actively traded security, option, futures or forward 
contract entered into or held by the Fund  may constitute a "straddle" for 
federal income tax purposes. Straddles are subject to certain rules that may 
affect the amount, character and timing of the Fund's gains and losses with 
respect to positions of the straddle by requiring, among other things, that (1) 
loss realized on disposition of one position of a straddle be deferred to the 
extent of any unrealized gain in an offsetting position until the latter position 
is disposed of, (2) the Fund's holding period in certain straddle positions not 
begin until the straddle is terminated (possibly resulting in gain being treated 
as short-term rather than long-term capital gain) and (3) losses recognized 
with respect to certain straddle positions, that otherwise would constitute 
short-term capital losses, be treated as long-term capital losses. Applicable 
regulations also provide certain "wash sale" rules, which apply to 
transactions where a position is sold at a loss and a new offsetting position 
is acquired within a prescribed period, and "short sale" rules applicable to 
straddles. Different elections are available to the Funds, which may mitigate 
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the effects of the straddle rules, particularly with respect to "mixed 
straddles" (i.e., a straddle of which at least one, but not all, positions are 
section 1256 contracts). 

When a covered call option written (sold) by the Fund expires, it will realize a 
short-term capital gain equal to the amount of the premium it received for 
writing the option. When the Fund terminates its obligations under such an 
option by entering into a closing transaction, it will realize a short-term 
capital gain (or loss), depending on whether the cost of the closing 
transaction is less (or more) than the premium it received when it wrote the 
option. When a covered call option written by the Fund is exercised, the Fund 
will be treated as having sold the underlying security, producing long-term or 
short-term capital gain or loss, depending on the holding period of the 
underlying security and whether the sum of the option price received on the 
exercise plus the premium received when it wrote the option is more or less 
than the underlying security's basis. 

If the Fund has an "appreciated financial position"-- generally, an interest 
(including an interest through an option, futures or forward currency contract 
or short sale) with respect to any stock, debt instrument (other than "straight 
debt") or partnership interest the fair market value of which exceeds its 
adjusted basis--and enters into a "constructive sale" of the position, the Fund 
will be treated as having made an actual sale thereof, with the result that 
gain will be recognized at that time. A constructive sale generally consists of 
a short sale, an offsetting notional principal contract or a futures or forward 
currency contract entered into by the Fund or a related person with respect 
to the same or substantially identical property. In addition, if the appreciated 
financial position is itself a short sale or such a contract, acquisition of the 
underlying property or substantially identical property will be deemed a 
constructive sale. The foregoing will not apply, however, to the Fund's 
transaction during any taxable year that otherwise would be treated as a 
constructive sale if the transaction is closed within 30 days after the end of 
that year and the Fund holds the appreciated financial position unhedged for 
60 days after that closing (i.e., at no time during that 60-day period is the 
Fund's risk of loss regarding that position reduced by reason of certain 
specified transactions with respect to substantially identical or related 
property, such as having an option to sell, being contractually obligated to 
sell, making a short sale or granting an option to buy substantially identical 
stock or securities). 

A Fund that acquires zero coupon or other securities issued with original 
issue discount ("OID") and/or Treasury inflation-indexed securities ("TIIS"), on 
which principal is adjusted based on changes in the Consumer Price Index, 
must include in its gross income the OID that accrues on those securities, 
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and the amount of any principal increases on TIIS, during the taxable year, 
even if the Fund receives no corresponding payment on them during the 
year. Similarly, the Fund that invests in payment-in-kind ("PIK") securities 
must include in its gross income securities it receives as "interest" on those 
securities. The Fund has elected similar treatment with respect to securities 
purchased at a discount from their face value ("market discount"). Because 
the Fund annually must distribute substantially all of its investment company 
taxable income, including any accrued OID, market discount and other non-
cash income, to satisfy the Distribution Requirement and avoid imposition of 
an excise tax, it may be required in a particular year to distribute as a 
dividend an amount that is greater than the total amount of cash it actually 
receives. Those distributions would have to be made from the Fund's cash 
assets or from the proceeds of sales of portfolio securities, if necessary. The 
Fund might realize capital gains or losses from those sales, which would 
increase or decrease its investment company taxable income and/or net 
capital gain. To qualify for treatment as a regulated investment company, the 
Fund must, among other things, derive in each taxable year at least 90% of 
its gross income from dividends, interest, payments with respect to 
securities loans, gains from the sale or other disposition of stock or 
securities or foreign currencies, or other income derived with respect to its 
business of investing. For purposes of this test, gross income is determined 
without regard to losses from the sale or other dispositions of stock or 
securities. 

Underwriters 

The Fund acts as its own underwriter for Investor Class and Adviser Class 
Shares. 
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Calculation Of Performance Data
Advertisements and other sales literature for the Fund may refer to the 
Fund's "average annual total return" and "cumulative total return." 
All such quotations are based on historical earnings and are not intended to 
indicate future performance. The investment return on and principal value of 
an investment in the Fund will fluctuate, so that your shares when redeemed 
may be worth more or less than their original cost. 

Average Annual Total Return 
Average annual total return is computed by finding the average annual 
compounded rates of return over the periods indicated in the advertisement 
that would equate the initial amount invested to the ending redeemable 
value, according to the following formula: 

P(1-L/100)(1+T)n = ERV 

Where: P = a hypothetical initial payment of $1,000; 
L = sales load in percent (0 for Investor Class, 5 for Adviser Class) T = 
average annual total return; 
n = number of years; and 
ERV = ending redeemable value at the end of the period of a hypothetical 
$1,000 payment made at the beginning of such period. 

This calculation deducts the maximum sales charge from the initial 
hypothetical $1,000 investment for Adviser Class Shares, assumes all 
dividends and capital gains distributions are reinvested at net asset value on 
the appropriate reinvestment dates as described in the Prospectus, and 
includes all recurring fees, such as investment advisory and management 
fees, charged to all shareholder accounts. 

Cumulative Total Return 
Cumulative total return is calculated by finding the cumulative compounded 
rate of return over the period indicated in the advertisement that would 
equate the initial amount invested to the ending redeemable value, 
according to the following formula: 

               ERV-P(1-L/100) 
 CTR = (----------------)100 
              P(1-L/100) 
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CTR = Cumulative total return 
L = sales load in percent (0 for Investor Class, 5 for Adviser Class) 
ERV = ending redeemable value at the end of the period of a hypothetical 
$1,000 payment made at the beginning of such period 
P = initial payment of $1,000 

This calculation deducts the maximum sales charge from the initial 
hypothetical $1,000 investment for Adviser Class Shares, assumes all 
dividends and capital gains distributions are reinvested at net asset value on 
the appropriate reinvestment dates as described in the Prospectus, and 
includes all recurring fees, such as investment advisory and management 
fees, charged to all shareholder accounts. 

Financial Statements

The Fund's unaudited Semi-Annual Report, date June 30, 2006, and most 
recent audited Annual Report to Shareholders, dated December 31, 2006, 
including the Report of Independent Accountants, are incorporated by 
reference into this SAI.  The Semi-Annual and Annual Report may be 
obtained free of charge by calling 1-888-642-6393 or by writing to the Fund 
at the address listed on the cover.
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