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EMPLOYEES' RETIREMENT SYSTEM BOARD OF TRUSTEES MINUTES - Draft December 14, 2011
"_—_"'——'——-—.—,—__’_

A meeting of the Employees’ Retirement System Board of Trustees was held on
Wednesday, December 14, 2011, at Troy City Hall, 500 W. Big Beaver Road, Troy, Ml
48084.

The meeting was called to order at 12:14 p.m.

Trustees Present: Mark Calice
Wade Fleming
Thomas J. Gordon, Il
William R. Need (Ex-Officio)
Milton Stansbury
John Szerlag

Trustees Absent: Steve Pallotta

Also Present: Monica Irelan
Thomas Darling, CPA
Justin Breyer

Minutes

Resolution # ER — 2011-12-46
Moved by Szerlag

Seconded by Gordon

RESOLVED, That the Minutes of the November 9, 2011 meeting be approved.

Yeas: All-5
Absent: Pallotta

Other Business - Impact of Early Retirement Incentive Program .
The board discussed looking at the information from the actuary about the ERIP, This will
be included in next month’s agenda.

Other Business - Impact of Early Retirement Incentive Program .
Tom Darling, CPA, presented the Audit Excerpt that pertained to the Retirement System.

Other Business - Prior Government Service
Resolution # ER —- 2011-12-47

Moved by Gordon

Seconded by Szerlag

RESOLVED, that Antonio Cicchetti receives service credit for 3 years and 10 months of
prior government service.

Yeas: All-5
Absent: Pailotta



VIPLOYEES’ RETIREMENT SYSTEM BOARD OF TRUSTEES MINUTES — Draft December 14, 2011
—__-___—_——-_I_

Other Business- Change of Meeting Time
Resolution # ER - 2011-12-47

Moved by Gordon

Seconded by Szerlag

RESOLVED, That the board change the time of the January Retirement Board Meeting
from 12 pm to 1:30 pm.

Yeas: All- 5
Absent: Pallotta

Public Comment
None,

The next meeting is January 11, 2011 at 1:30 p.m. at Troy City Hall, Conference Room C,
500 W. Big Beaver Road, Troy, Ml 48084.

The meeting adjourned at 12:44 p.m.

ML/bt\Retirement Board\2011112.14.11 — Minutes_Draft
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STOCKS TO WATCH:

1) Possible Buys
a. Bank of Nova Scotia
b. Caterpillar
¢. FedEx
d. COSTCO
2} Possible Sells
a. ALCOA
3} Monitor

a. DEO



Employee’s Retirement System
m

Employees’ Retirement System Meeting Dates for 2012:
Meetings take place at 12:00pm in City Hall, 500 W. Big Beaver Road, Conference Room C

Wednesday, March 14", 2012
Wednesday, April 11%, 2012
Wednesday, May 9", 2012
Wednesday, June 13" 2012
Wednesday, July 11, 2012
Wednesday, August 8" 2012
Wednesday, September 121 2012
Wednesday, October 10", 2012
Wednesday, November 14 2012
Wednesday, December 12%, 2012

Retiree Healthcare Benefits Plan & Trust Meeting Dates for 2012:

Meetings take place at 1:00pm in City Hall, 500 W. Big Beaver Road, Conference Room C

Wednesday, April 11", 2012
Wednesday, July 11" 2012
Wednesday, October 10" 2012



GOAL: $7,000,000
CASH $2,900,000
BOND Maturity $1,300,000
$4,200,000
New Goal: $2,800,000
Sell Shares  Sell Price Remaining Position
Laboratory Corp. $437,050.00 5,000 $87.41 5,000
Amgen, Inc. $332,710.00 4,900 $67.90 5,000
Tractor Supply $418,300.00 5,000 $83.66 15,000
Monsanto $389,000.00 5,000 $77.80 0
Southern Co. $25,459.20 576 $44.20 14,000
Coach $300,480.00 4,000 $75.12 6,000
Cullen Frost $56,320.00 1,000 $56.32 6,000
Stryker $267,900.00 5,000 $53.58 35,000
Praxair $21,532.00 200 $107.66 10,000
Am. Euro Pac. $427,191.98 11,119 5$38.42 70,000
Putnum Conv. $282,074.76 14,996 $18.81 42,000
$2,958,017.94

Total:

$7,158,017.94
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@ OLD MISSION INVESTMENT Co.

Old Mission Tnvesiment Company
880 Munson Ave, Suite B
Traverse City, MI 49686

T 231-929-4160
F 231-929-4190
T 866-587-4100

wwwOMICOnet

Robert W, Stibbs, CPA, CFP
Kurt A. Schuler
Christepher M, Lamb, CIMA, CTFA

Jeffey & Johason Februaty 1, 2012

Daniel O: McNamara, CFP, CTFA

Monica Ireland

City of Troy Retirement Plan Board
500 W Big Beaver Rd

Troy, MI 48084

Dear Monica,

We are currently recommending two purchases:

Purchase Price Dividend Yield
Mylan Inc. (MYL) $20.75 None None
Amazon.com Inc. (AMZN) $176.55 None None

Please find the attached summary of our rationale for the above
recommendations. Feel free to call if you have any questions or would like
additional information.

Thank you for the opportunity to provide you with out financial services.

Sincerely,
W y

Robett W. Stibbs, CPA, CFP Danie]l McNamara, MBA, CFP
Princtpal Financial Advisot

Encls. (2)

wWww.omico.net



@OLD MISSION INVESTMENT Co.

Old Mission Investment Company
880 Munson Ave, Suite B
Traverse City, M1 49686

T 231-929-4100
F 231.929-4190
T B866-587-4100

www. OMICO:net

Robert W Stibbs, CPA, CFP
Kurt A. Schuler

Christopher M. Lamb, CIMA, CTFA

Jeffeey A. Johnson January 31, 2012

Datiel O. McNamara, CFP, CTFA

Investment Recommendation

Purchase

Mylan Inc. (MYL)

Price $20.75 Annual Dividend —none Yield-none

Mylan Inc., is a genetic and specialty pharmaceutical company, which provides
products to customers in over 150 countties. Mylan is a fully-integrated global
pharmaceutical company that develops, licenses, manufactures, markets and
distributes generic and branded genetic pharmaceuticals, specialty pharmaceuticals
and active pharmaceutical ingredients (API). The company, based in Canonsbutg,
PA, currently market over 1,000 products and employs over 18,000 people
worldwide.

Under the leadership of current C.E.O. Robett Coury, Mylan has grown
substantially thtough acquisition. In 2007 Mylan purchased the entire generic
portfolio of German drug maker Metck for $6.6 billion, which more than tripled
tevenues from 2007 to 2008. Mr. Couty stated that they would continue to lock
for strategic opportunities to add to the pottfolio. Milan’s pipeline of products is
very robust; they cutrently have over 160 applications pending at the Food and
Drug Administration. Of the 160 applications over 40 have fist to file status
which gives them the potential of six months exclusivity once approved. Many of
these applications are blockbuster branded products like Diovan, Zyptexa,
Singular and Plavix to name a few.

For the nine months ended September 30, 2011 the company reported revenue of
$4.6 billion, an increase of 15% from the prior yeat. M. Couty also reaffirmed
annual growth targets of 15% top line and 20% bottom line. The stock is
currently trading about 18% below its 52 week high of $25.46.

Given stressed healthcare budgets and an aging population, we think the trend for
generic drugs is inevitable and will continue to benefit Mylan as it plays out in the
coming years. The company has an enviable pipeline, proven management, sound
balance sheet and growing global market share. At less than 9 times 2012
estimated eatnings we feel that Mylan represents a good value at the current price.

www.omico.net



Stock Report | January 26, 2012 | NNM Symbol: MYL | MYL is in the S&F 500 STANDARD
Mylan Inc &POOR’S
S&P Recommendation STRONG BUY | | % | % | (| % Price 12-Mo. Target Price Investment Style

J ..... $21.04 tas of Jan 27, 2012) $29.00 Larga-Cap Growth
GICS Sector Health Care Summary This leading manufacturer of generic pharmaceuticals produces a broad range of
Sub-Industry Pharmaceuticals generic drugs in varying strengths.

Koy Stock Statistics {Sowce S&P, Viskers, company reports)

52-Wk Range $25.46- 1549 S&P Qper. EPS 2011E 200 Market Capitelization{B)
Trailing 12-Month EPS $0.96 S&P Qper. EPS 2012E 235 Yield (%)
Trailing 12-Month P/E 219  P/E on S&P Oper. EPS 2011E 105 Dividend Rate/Share

$10K Invested 5 Yrs Age $9.81a

Price Performance

Common Shares Outstg. {M)

4265

30-Week Mov. Avg. -+ 10-Week Mov. Avg.~ - GAAP Earnings ve. Previous Year Volume Above Avg.ﬂ STARS

12-Mo. Targst Price == Relative Strength — A Up ¥ Down P No Change

Beiow Avg, M| X —

4 et = = &“1‘“1"“"“ i AR -:-:,.
I “"'—" b’ .mw

5fad

SOND|JFMAMJJASOND|JEFMAMJI JASOND|J FMAMJJASOND|JFMA

2010 2011

2012

Options: ASE, CBOE, F, Ph

Analysis prepared by Equity Analyst Herman Saftlas on Dec 05, 20171, when the stock traded at $19.99.

Highlights

» We forecast revenue growth of about 11% in
2012, from the $6.1 billion that we estimate for
2011, with projected strength in generics sales
in North America and Asia/Pacific more than
offsetting expected ongoing weakness in Euro-
pean markets. We see new products such as
generic versions of Zyprexa, Provigil, Plavix,
Singulair and Diovan as key growth drivers, In
all, MYL has some 165 ANDAs awaiting FDA re-
view, of which 43 represent potential first-
to-file opportunities with six months of markat-
ing exclusivity. Volume should lse be balstered
by expansion into new treatments for respirato-
ry ailments.

» We look for gross margins to show modest ex-
pansion from the 47.5% that we forecast for
2011, reflecting projected higher volume and
productivity enhancements. We also see tight
control of SG&A costs and R&D spending,
helped by ongofng merger synergies. Interest
expense should also decline, in our view.

» After an indicated edjusted tax rate slightly
higher than the 27.0% that we see for 2071, we
forecast operating EPS of $2.35 for 2012, up
from the $2.00 that we estimate for 2011.

Investment Rationale/Risk

» We believe MYL's efforts ta expand through ac-
yuisitions and internal growth has led to its
presant status as the world's third largest
generics and specialty pharmaceutical compa-
ny. Key acquisitions made in recent years in-
clude Bioniche Pharma, an Ireland-based mak-
er of injectahle drugs; Matrix Laboratories, &
leading producer of active pharmaceutical in-
gredisnts; and Merck KGaA's generic business.
The latter has especially broadened Mylan's
geographic reach and provided access to in-
house raw materials and generic biolagics. We
see MYL as uniquely positioned to benefit from
the robust growth that we forecast for the over-
all global generics market.

» Risks to our recommendation and target price
inciude problems integrating acquisitions, as
well as cash flow risks that could threaten
MYL's ability to manage its heavy debt ioad.

» Our 12-month target price of $29 applies a mod-
est premium to peers multiple of 12.3X to our
2012 EPS estimate. Qur discountad cash flow
model, which assumes a WACC of 8% and per-
petuity growth of 1%, also indicates intrinsic
value of about $29.

Institutional Qwnership (%}

$8974 Beta 0.87
Nil  S&P 3-Yr. Proj. EPS CAGR{%) NA
Nil  S&P Credit Rating BB+
84
Qualitative Risk Assessmont

Our risk essessment reflects risks inherent in the
generic pharmaceutical business, which include
the need to successfully develop generic
products, obtain regulatory approvals and lagaliy
challenge branded patents. However, we believe
these risks are offset by Mylan's wide and
divarse generic portfolio and promising branded
drugs business. We also think the acquisition of
Merck KGaA's generics business holds long-term
promise,

Quantitative Evaluations
S&P Quality Ranking A-

EXENINED - EEr

Relative Strangth Rank MODERATE

43 |

LOWEST =1 HIGHEST = 9

Revenus/Eamings Data

Revenue {(Million $)

10 20 n 40  Year

201 1449 1574 1,576 - -

2010 1292 1369 1,355 1435 5451

2009 1181 1,287 1,264 1,352 5,064

2008 1074 1203 1657 1,203 5138

2007 356.1 3667 4018 4873 1,612

2006 334 290 3113 3IME 1,257

Eamings Per Share {$)

20m 023 033 03 E048 E2.00
2010 020 016 033 0N 0.68
2009 023 019 013 am 0.30
2008 -146 003 045 -093  -105
2007 035 036 06 -0.3 0.99
2006 016 016 022 027 079

Fiscal year ended Dec. 31. Next eamings report expectsd: Late
Februsry. EPS Estimates basad on S&P Oparating Earnings;
historical GAAP eamings are as raportad.

Dividend Data

Dividends were suspendad in 2008.

Please read the Required Discloseres and Analyst Certification on the last page of this report.
Redistribution or reproduction is prohibited without written parmission. Capyright @212 The McGraw-Hill Companiaes, Inc.

The Met o Hild c il




Stock Report | January 28, 2012 | NNM Symbol: MYL

Mylan Inc

STANDARD

&POOR'S

Business Summary December 05, 2011

CORPORATE PROFILE. Mylan Laboratories is a leading manufacturer of generic pharmaceutical products
in finished tablet, capsule and powder dosage forms. Generic drugs are the chemical equivalents of
branded drugs, and are marketed after patents on the primary preducts expire. Generics are typically sold
at prices significantly below those of comparable branded products.

Generics accourted for some 92% of operating revenues in 2010, with specialty products representing the
balance. By geographic region, generics sales in 2010 were derived as follows: North America 53%, Eu-
rope 33%, and Asia/Pacific 14%.

MYL markets more than 1,000 products throughout the world. The U.S. generic division markets about 270
generic products, primarily solid oral dose drugs encompassing a wide variety of therapeutic categories.
Some 29 ganerics are extended-release drugs. UDL Laboratories is the largest U.S. repackager of pharma-
ceuticals in unit dose formats, which are used primarily in hospitals, nursing homes and similar settings.
Mylan Technologles develops and markets products using transdermal drug delivery systems.

IMPACT OF MAJOR DEVELOPMENTS. in October 2007, Mylan acquired a generic drug business from Ger-
man drugmaker Merck KGaA {referred to as Merck Generics) that markets sevaral hundred products. The
operation has strong generics market expasure in France, ltaly, the U.K., Japan, Canada and Australia. As
part of this acquisition, MYL also acquired Dey, a producer of brandad specialty respiratory and allergy
drugs. Key Dey products are EpiPen, an auto-injector treatment for allergic reactions; and DuoNeb, a neb-
ulized treatment for COPD.

In September 2010, MYL acquired Bicniche Pharma, an Ireland-based maker of injactable drugs, for some
$544 miliion in cash. Mylan expected Bioniche to be EPS accretive within one year after the deal was com-
pleted.

Through its India-based Matrix Labaratories subsidiary, Mylan manufactures active pharmaceutical ingra-
dients {APIs} for use in MYL products, as wall as for third parties. Matrix ranks as one of tha largest AP|
producers in the world. Matrix also offers finished dose drugs and other products.

CORPORATE STRATEGY. Mylan's key objectives are to successfully integrate Merck Generics, and capi-
talize on the company's strengths of global reach and vertical integration. MYL also plans to focus on diffi-
cult-to-develop generics and specialty pharmaceuticals, and achieve greater acanomies of scale in both
manufacturing and R&D. The company also seeks to be the first generic firm to penetrate a new market or
capture a new product oppartunity, such as obtaining first-to-file status with 180-day exclusivity in the U.S.

PIPELINE. As of early December 2011, Mylan had some 165 generic product applications pending at the
FDA {including Matrix products), representing products with branded sales of close to $100 billion. Gf the
applications, 43 represented potential first-to-file oppertunities with six months of marketing exclusivity.
During 2010, MYL filed 101 new product submissions in North Americe, 763 in Europe, and 378 in the Asia/
Pacific region. During 2010, MYL also obtained 47 product approvals in the U.S., 87 in Asia/Pacific, and 485
in Europe.

MARKET PROFILE. The worldwide generic drug market was indicated at about $88 billion in 2610, repre-
senting about 11% of the total pharmaceutical market, based on S&P estimates. We expact sales of gener-
ic drugs to increase at robust rates over the next five years, especially In many emerging foreign markets.
Based on data from IMS, unbranded generics accounted for about 70% of all prescriptions dispensed in
the U.5. during the first 11 months of 2010, but represented only 12.5% of total U.S. pharmaceutical sales in
doltars, reflecting much lower generic prices.

FINANCIAL TRENDS. The acquisition of Merck Generics was initially financed through borrowings of close
t0 $7.3 billion, much of which have been repaid. As of the end of September 2011, MYL's long-term debt
amourted to $4.5 billion, versus $5.3 biflion at the end of 2010, Cash and cash equivalents totalad ahout
$513 milfion, down from $862 million at the end of 2010. In late October 2017, MYL projected 2011 operating
EPS in the $1.98 to $2.02 range. MYL also forecast EPS af $2.75 by the end of $2.13.

Carporate Informetion

Investor Contact
K. King (724-514-1800)

Office
1500 Corporate Dr, Canonsburg, PA 15317-8580.

Telephane
724-514-1800.

Fax
412-232-0123.

Email
nvester_relations@mylan.com

Website
http:/fwww.mylan.com

Officers

Chrmn CEO
R.J. Coury H. Bresch

Pres coo
R. Malik H.A. Korman

Vice Chimn
R.L. Piatt

Board Members
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W. Cameron

R. J. Cindrich
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N. F. Dimick
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J. Maroon

M. W. Parrish
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C.B. Todd
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Mylan inc &POOR’S
Quantitative Evaluations Expanded Ratio Anaiysis
S&P Fair Valus *[1 [ 2 | 3 nT| 2010 2009 2008 2007
Rank LOWEST HIGHEST PriCEISalas 1.28 112 0.59 224
Based on S&P's proprietery quentitative model, stocks ars ranked Ptice/EBITDA 5.18 5.04 2.21 6.17
from most avervelued 1} to most undervalued (5. Price/Pretax Income 19.53 24.92 NM 8.50
sar P/E Ratio 2012 7432 NM 16.64
Fair Value §2280 Analysis af tha stock's current worth, based on S&F's proprietary Avg. Diluted Shares Qutstg (M} 329.0 306.9 044 257.2
Calcutation ::;Er;t::;:sr-nndal euagests that WYL s stghty undervelued by Figures based on calendar year-and price
Investability Key Growth Rates and Averages
Quotient LOWEST =1 HIGHEST = 100
Percentile MYL scored higher than 83% of all companies for which en S&P Past Growth Rate (%) 1 Year 3 Years 5 Yoars 9Years
Raport ls avsilable. Sales 763 43.92 43.70 23.55
Net Income 48.57 NM -63.08 -65.23
Volatility L ww AVERAGE |  HiGH |
Ratioc Analysis (Annual Avg.)
Technical NA Net Margin {%} 6.34 247 m 1346
Evaluation % LT Debt to Capitalization 59.19 60.56 48.87 21.60
Return on Equity {3} 10.27 3.30 6.60 10.17
Company Financialy Fiscal Year Ended Dec. 31
Per Share Data ($) 2010 2008 2067 2006 2005 2004 2003 2002 20
Tangible Book Value NM NM NM 275 276 6.03 5.30 439 397 297
Cash Flow 197 1.61 0.33 1.27 0.99 091 1.37 1.1 1.07 0.28
Earnings 0.68 0.30 -1.05 0.99 0.79 0.74 1.21 0.97 0.91 013
S&P Core Earnings 0.93 0.75 0.25 -4.50 0.78 064 1.05 0.89 0.84 0.40
Dividends Nil Nil Nil D.24 0.12 0.10 0.08 0.08 0.07 0.07
Payout Ratio Nil Nil Nil 24% 15% 14% % 18% 8% 55%
Prices:High 23.63 19.21 15.49 22.90 25.00 2169 26.35 28B.75 16.56 15.94
Prices:Low 16.55 9.65 5.75 12.93 18.65 15.21 14.24 15.56 11.15 8.96
P/E Ratio:High 35 64 NM 23 25 e 36 24 17 19
P/E Ratio:Low 2 32 NM 13 19 19 19 13 12 12
Income Statement Analysis {Million $)
Revenue 5,451 5,064 5,138 1,612 1,257 1,253 1375 1,269 1,104 847
Operating Income 1,342 1,122 1,359 586 347 k74| 504 452 441 208
Depreciation 413 401 422 615 46.8 45.1 43 408 4.1 424
fnterest Expense 3 319 357 523 31.3 Nil Nil Nit Nil Nil
Pretax Income 356 227 -418 426 275 312 513 427 408 580
Effective Tax Rate NA NM NM 48.9% 32.8% 34.8% 34.7% 36.1% 36.3% 36.0%
Net Income 346 233 -181 217 185 204 335 72 260 3
S&F Core Earnings 306 232 756 -1,156 84 175 286 247 pL)| 13
Balance Sheet & Other Financial Data [Million $)
Cash 691 408 599 1427 518 808 687 687 617 285
Current Assets 3,559 3,285 3175 242 1,192 1,528 1,318 1,228 1,062 879
Total Assets 11,537 10,802 10,410 4,254 1,871 2,136 1,875 1,745 1,617 1,466
Current Liabilities 1810 1,718 1,545 m 265 246 174 266 175 N
Long Term Debt 5,263 4,985 5,165 1,685 685 19.3 19.1 199 21.8 233
Common Equity 3,602 313 2,704 1,649 4,242 2,786 2,600 1,446 1,607 1,133
Total Capital 8,892 8,130 8,443 3,390 4,948 2,830 2,642 1,479 1,646 1,175
Capital Expenditures 193 154 165 162 104 90.7 118 326 206 247
Cash Flow 647 435 m 279 3 249 379 33 308 795
Current Ratio 20 1.9 21 34 45 6.2 76 46 6.1 30
% Long Term Dbt of Capitalization 59.2 61.3 61.2 48.8 138 0.7 0.7 13 13 20
% Net Income of Revenue 6.3 4.6 NM 13.5 4.7 16.2 243 215 236 44
% Return on Assats 31 22 NM 7.1 9.2 10.1 18.5 16.2 16.9 26
% Return on Equity 103 8.0 NM 178 53 78 141 19.1 117 3.2

Data as orig reptd.; baf, results of disc apers/spec. items, Per share data ad]. for stk. divs;; EPS diluted, E-Estimated. NA-Ngt Augilabla, NM-Not Meaningful. MR-Not Ranked. UR-Under Raviaw.
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Mylan Inc &POOR’S
Sub-Industry Outiook Stock Performance

Our fundamental outlook for the pharmaceuticals We see a large number of major drugs losing patent GICS Sectar: Health Care

sub-industry for the next 12 months is neutral. protection over the next few years, providing Sub-Industry: Pharmaceuticals

Although the sector faces significant top-fine significant opportunities for this group, We also look

pressure this year from patent expirations on many for generics to benefit from the new health care Based on S&F 1500 indexes

top-selling drugs, we balieve overall industry profits reform legislation. We favor companies with rich Month-end Price Performance as of 12/30/11
should hoid up relatively well, helpad by expanding generic pipelines, espacially those with first-to-file

sales of new innovative drug therapies and margin generics with the potential for 180 days of marketing

improvements accruing from cost restructurings exclusivity, and competence in itigeting complex 40 7
and merger synergies. EPS comparisons should also patent issues,

benefit from commen share buybacks, 120

--Herman B. Saftlas
While we think recent health care reform legislation
will negatively affect industry profitability over the 100 K57
next two years, we see eventual benefits accruing
from significant expansion of the market, with new
coverage potentially being provided to 32 million
currently uninsured Americans. We favor the shares
of firms with well defined growth prospects and 60
generous dividend yields, as we believe thay shouid
perform relatively well over the coming guarters.

80

40 -

Despite near-term patent expirations and regulatory
pressures on drug pricing, we still think long-tarm 20 —
prospects for the sector remain fevorable.
Pharmaceuticals remains one of the widest-margin | | | | |
U.8. industries, with prospects enhanced by

demographic growth in the elderly {which account 2007 2008 2009 2010 2011 2012
for about 33% of industry sales} and new drugs
stemming from discoveries in genomics and Sub-Industry Sactor S&P 1500

biotechnology. We expect FDA approvals of new

molecular entitias in 2012 to approximate the 30 NGTE: All Ssctor & Sub-industry information s based on
i ich o ector & Sub-Industry information is based on the

:f;r;:eﬁilguﬁ%il' which was well ebove the 21 Blobal industry Classification Standard (BICS}

Year to date through January 20, the S&P
Pharmaceuticals Index was flat, versus a 4.7%
advance in the S&P 1500 Composite Index. In 2011,
the sub-industry index was up 13.9%, while the 1500
fell 0.3%. Wa expect prospects for the
generic/specialty drug sector to remain favorable.

Sub-Industry : Phanmaceuticals Peer Group*: Based on market capitalizations within GICS Sub-Industry

Stk.Mkt.  Recant 52 Fair S&F Retumon LTRto

Stock Cap. Stock Weok Yiald PE Valua (Quality 10 Revenun Cap

Peer Group Symbol (Mil.$} Prica($) High/Lowi$) Beta (%} Ratio  Calc.($} Ranking %ile %) {%)
Mylan inc MYL 8978 2104 25461509 0.87 Nil 2 28 A 3 6.3 59.2
Auxilium Pharmaceuticals AUXL 947 19.76  25.10/13.59 0.76 Nil NM NA NR 82 NA NA
Hospira Inc HSP 5803 3523 59.20/26.92 070 Nil 22 355) NR 40 91 348
ISTA Pharmaceuticals ISTA 330 7.96 11.39/2.88 144 Nit NM a4 C 3 NA NA
Impax Laboratories IPXL 1,228 1905  2875M14.46 0.66 Nil ) 24 C 84 285 NA
Jazz Pharmaceuticals Plc JAZZ 2,017 47.98  49.14/20.74 210 Nil 2 58.70 NR 10 18.9 34.5
MAP Pharmaceuticals MAPP 433 1419 17.3511054 279 Nil N 1000 NR 30 NA NA
Nektar Therapeutics NKTR 703 B.14  11.39/.07 0.37 Nil NM NA C© 17 NA 703
Optimer Pharmaceuticals OPTR 585 12.55 17.95/6.81 0.45 Nil NM NA NR 76 NM NA
Sagent Pharmaceuticals SGNT 621 2226 28.23M1350 NA Nil NM NA NR 13 NA NA
Santarus fnc SNTS 289 4.75 4.85/2.40 1.06 Nil NM 410 NR 7 NA 208
Starpharma Hldgs ADS SPHRY 315 12.70 17.89/8,68 1.49 Nil NM NA NR NA NA NA
ViroPharma Inc VPHM 2,106 2985  30.98/14.62 1.32 Nil 20 2020 B 68 286 14.1
Vivus Ing Vvus 1,070 1204 12.84/6.00 0.93 Nil NM NA C 76 NA NA
Warner Chilcott'a’ WCRX 4241 1668  25.92/12.90 1.00 Nil a4 1680 NR 16 58 95.6

NA-Not Available NM-Not Meaningful NR-Not Asted. *For Paer Groups with more than 15 companies or stocks, sefection of issues is basad on market capitalization.

Source: S&P.
Redistribution or reproductian is prohibited without written permission. Copyright ©2012 The MeBraw-Hilt Companiss,Inc.
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S&P Analyst Research Notes and other Company News

December 27, 2011

MYL says that it has received final FDA approval for its Abbreviated New Drug
Application for Levetiracetam Extended-release (ER) Tablets, 500 mg and 750 mg,
and that it is shipping this product immediately. Notes this product is the generic
version of UCB Inc.'s Keppra X Tablets, which are a treatment for partial cnset
seizures in patients over 15 years of age with spilepsy.

Dctober 27, 2011

Mylan, Inc. announced that its board of directors has approved the transition of
Chafrman and Chief Executive Dfficer Robert J. Coury into the rofe of executive
chairman of the board, effective as of Jan. 1, 2012. At that time, Mylan President
Heather Bresch will becoma chief executive officer, reparting directly to the
board of directors, and Chief Operating Officer Rajiv Malik will be promoted to the
role of president. In addition to the promotions of Bresch and Malik, Harry {Hal)
Korman, currently president, North America, will be promoted to COG and Tony
Mauro wili be promoted to president, North America. Maura also will retain his
current role as president of Mylan Pharmaceuticals. These appointments also are
effective as of Jan. 1, 2012,

October 28, 2011

04:44 pm ET ... S&P REITERATES STRONG BUY GPINION ON SHARES OF MYLAN
{MYL 19.56%****}: Non-GAAP 03 EPS climbed 28%, to $0.55, exceeding our est. by
$0.03. Revenues grew 16%, with gains in North America (up 22%) and Asia/Pacific
(up 16%) more than offsetting a 3.5% decline in Europe, which remains depressed
by austerity pricing. Sales of the EpiPen auto-injector were especially robust. We
continus to like MYL's pipefine, with some 500 products expected to be launched
globally in 2012, We also think top management was strengthened with the recent
appointment of Heather Bresch as CEQ. We reiterate our target price of $28,
based on DCF and forward P/E assumptions. /H. Saftlas

October 13, 2011

MYL announces it intends o refinance its existing secured credit facility. Says
the proposed $2.25 billion facility is expected to be comprised of & $1 billion
revolving credit facility and a $1.25 million Term Loan A

October 12, 2011
Mylan, Inc. announced the demise of Milan Mike Pusker, company's co-founder,
namesake, former chairman and CEQ.

July 22, 2011

11:34 am ET ... S&P REITERATES STRONG BUY OPINION ON SHARES OF MYLAN
(MYL 23.35*****): Non-GAAP 02 EPS climbed 40%, to $0.52, exceeding our view
by $0.07. Revenues grew 15%, with gains in North America {up 27%) and
Asia/Pacific {up 17%) more than offsetting flat sales in Europe. Key new launches
inciuded generic versions of Entocort, Femara and Amrix. Wa like MYL's
expanded U.S. pipsline, which consists of 161 ANDASs, including 43 first-to-file
opportunities. We are also encouraged by MYL's plans 1o launch 500 new
products globally in *12, and by reiterated EPS guidence of $2.75 for '13. We kesp
our target price of $29, based on DCF and forward P/E assumptions. /M, Saftlas

May 3, 2011

09:41 am ET ... S&P REITERATES STRONG BUY OPINION ON SHARES OF MYLAN
(MYL 25.0%***#): Non-GAAP EPS climbed 22% to $0.44, meeting our estimate.
Revenues grew 12%, helped by gains in North America {up 22%} and Asia/Pacific
{up #7%). Despite pricing headwinds in Europe, we still see a mid-teens gain in
revenues, and 24% growth in EPS this year, helped by the globai launch of some
500 new products, and cost synergies. We also like MYL's U.S. pipeline, which
now consists of 165 ANDAs, including 46 first-to-file opportunities. MYL alsc
announced a $350M common share buyback. We raise our target price by $2 to
$29, based on revised DCF and forward P/E assumptions. /H. Saftlas

March 2, 2011

Effective March 1, 2011, the board of directors of Mylan, Inc. appointed Heather
Bresch and Robert J. Cindrich to the Board. Ms. Bresch is the President of the
company. The size of the company's Board was increased from nine to gleven
members in connection with the appointment.

February 24, 2011
11:27 am ET ... S&P REITERATES STRONG BUY OPINION ON MYLAN SHARES

{MYL 22.09*****): Non-GAAR EPS climbed 36% to $0.45, meeting our estimate.
Revenues of $1.48 {up %) were lighter than we expected, impacted by pricing
erosion in Europe. Despite pricing pressures in the U.S, and Europe, we still see
15% top line growth, and a 24% EPS gain for '11, helped by the planned global
launch of some 500 new products (many with marketing exclusivities), product
mix improvements and cost synergies. We also like MYL's expanded U.S.
pipeline, which now consists of 170 ANDAs, up from 153 in Oct. "10. We reiterate
our target price of $27, based on our DGF and P/E assumptions. /H. Saftlas

February 7, 2011

12:33 pm ET ... S&P REITERATES STRONG BUY OPINION ON MYLAN SHARES
{MYL 23.31***%¥): Ahead of 04 results expected in mid-February, we forecast a
36% rise in cash EPS to $0.45, on low-teen revenue gain. We expact new U.S.
generic product launches, many with marketing exciusivities, along with cost
controls, to be key profit growth drivers. Moreover, we see improved results from
European operations, as well as EPS accretion from recently acquired Boniche.
We like MYL's expanded ganeric pipeline, which now consists of 168 ANDAs, up
from 153 in Oct '10. We raise our target price by $2 to $27, based on revised DCF
and forward P/E metrics. /H. Saftlas

December 10, 2010

MYL says its subsidiary Mylan Pharmaceuticals Inc. has received final approval
from the FDA for its Abbreviated New Drug Application {ANDA) for Nifedipine
Extended-release Tablets USF, 30 mg, 80 mg and 90 mg, the generic versian of
Bayer AG's Adala CC Tablets, a treatment for hypertension.

October 27, 2010

11:13 am ET ... S&P REITERATES STRONG BUY OPINION ON SHARES OF MYLAN
(MYL 19.65%****): 03 adj. EPS rose 34%, to $0.43, $0.01 above our estimate. Sales
grew 7%, in line with our ferecast, with strength in North America and
AsiafPacific more than offsetting lower sales in Europe {impacted by austarity
pricing and negative forex). We see sequential EPS growth over the next few
quarters, driven by new launches, improved results in Europe, accretion from
recently acquired Boniche, and cost efficiencies. MYL now has 153 ANDAs
before the FDA, including 45 potential first-filers. We refterate our target price of
$25, applying a peer P/E of 12.5X to our '11 EPS forecast. /H. Saftlas

July 29, 2010

10:18 am ET .. S&P REITERATES STRONG BUY GPINION ON SHARES OF MYLAN
(MYL 17.5****¥): 02 adjusted EPS rose 16%, to $0.37, matching our est. Sales
increased 8%, with strangth in the U.S. and Asia more than offsetting weakness
in Europe {impacted by tougher pricing and negative FX). Looking to H2, we see
sequential quartetly EPS growth, driven by new launches, accretion from the
acquisition of Boniche, and cost efficiencies. MYL presently has 131 ANDAs
before the FDA, including 41 potential first-filers. We reiterate our target price of
$25, applying a modest premium-to-peers P/E of 12.5X to our $2.00 EPS est. for 11
{revised down by $0.10). /H. Saftlas

Source: SYF:

Redistribution or reproduction is prohibited without written permission. Copyright ©2012 The McGraw-Hill Companies,inc.
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Analysts' Recommendations Wall Steet Consonsus Opinion
Monthly Average Trend Buy  BuyHMoid Hold  Wea Hold 8al  No Opinian MYL Trend BUYMHOLD
— ° - " . B eeesressenea
Wall Siroet Average Companies Offering Coverage
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Of tha total 28 companies following MYL, 23 analysts currently publish recommendations.

No.ofRatings % of Total 1Mo, Prior 3 Mos. Prior

Buy 9 33 9 10
Buy/Hold 5 22 ] 4
Hold 8 35 7 6
Weak Hold 1 4 1 1
Sell 0 1] 0 0
No Opinion 0 0 0 0
Total Fx] 100 n 21
Wall Street Conssrsus Estimates
Estimates 2014 remeeees o2 -
3
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2010 2011

Fiscal Years Avg Est. High Est. Low Est. #of Est. Est P/E
2012 238 255 2.23 7] 8.4
2m 2.0 2.04 1.99 23 10.5
2012 vs. 211 A19% A% A12% ¥ 4% ¥ -16%
Q12 0.63 058 0.59 6 334
asn 0.50 0.53 0.48 20 421
04'12 vs. Q411 A 26% A 28% A 23% ¥ _70% ¥ -21%

A company’s earnings outlock plays 8 major part in any investmant decision. Standerd & Poor's organizes the eamings estimates of aver 2,300
Wall Strest analysts, and provides their consensus of earnings over the next two years. This graph shows the trend in anslyst estimatas over
the past 15 months.

Argus Research Company
Barclays Capital

BofA Merrill Lynch

Buckingham Research Group Inc.
CRT Capital Group LLC

Calvert D. Crary, Litigation Notes
Canaccord Ganuity

Caris & Company

Citigroup Inc

Collins Stewart LLC

Cowen and Company, LLC

Credit Agricole Securities {USA) Inc.
Credit Suisse

Goldman Sachs

JP Morgan

Leerink Swann LLC

Moody?s

Muorgan Stanley

Morningstar Inc.

Needham & Company
Oppenheimer & Co. Inc.

RBC Capital Merksts

S&P Equity Research

Sanford C. Bernstein & Co., Ine.
Stifel, Nicolaus & Co., Inc.
SunTrust Robinson Humphrey, Inc.
UBS Investment Bank

Wells Fargo Securities, LLC

Wall Street Conspasus vs. Performance

For fiscal year 2011, analysts estimate that MYL
will earn $2.01. For the 3rd quarter of fiscal year
2011, MYL announced earnings per share of $0.36,
representing 18% of the total annual estimate. For
fiscal year 2012, analysts estimate that MYL's
earnings per share will grow by 19% to $2.39.

Source: S&F, Capital 10 Estimates, Inc.
Redistribution or reproduction is prahibited without written permission, Copyright ©2012 The McGraw-Hill Companies,inc.
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Glossary

S&P STARS

Since January 1, 1987, Standard and Poor’s Equity
Research Services has ranked a universe of common
stocks based on a given stock’s potential for future
parformance. Under proprietary STARS (STock
Appreciation Ranking System), S&P equity analysts rank
stocks according o their individual foracast of a stock’s
future total return potential versus the expacted total
return of a relevant benchmark (e.g., a regional index
{S&P Asia 50 Index, S&P Europe 350 Index or S&P 500
Index})), based on a 12-month time horizon. STARS was
designed to meet the needs of investors looking to put
their investment decisions in perspective. Data usad to
assist in determining the STARS rarking may be the
result of the analyst’s own models as well as internai
proprietary models resuiting from dynamic data inputs.

S&P 12-Month Target Price

The S&P equity analyst’s projection of the market price a
given security will command 12 months hance, based on
a combination of intrinsic, relative, and private market
valuation metrics, including S&P Fair Value.

Investment Styla Classification

Characterizas the stock as Growth or Value, and
indicates its capitalization level. Growth is evaluated
alonp three dimensions [earnings, sales and internal
growth), whila Value is evaluated along four dimensions
{book-to-price, cash flow-to-price, dividend yiald and
sale-to-prica). Growth stocks score higher than the
market average on growth dimensions and lower on
value dimensions. The reverse is true for Value stocks.
Certain stocks are classified as Blend, indicating a
mixture of growth and value cheracteristics and cannot
be classified as purely growth or value.

SA&P EPS Estimates

Standard & Poor's samings per share (EPS) estimates
reflect analyst projections of future EPS from continuing
operations, and generally exclude various items that are
viewad as special, non-recurring, or extracrdinary. Also,
S&P EPS estimates reflect either foracasts of S&P equity
analysts; or, the consensus (average) EPS estimate,
which are independently compifed by Capital 10, a data
provider to Standard & Poor's Equity Research. Amang
the items typically excluded from EPS estimates are
essat sale gains; impairment, restructuring or
merger-related charges; legal and insurance
setlements; in process research and development
expenses; gains or losses on tha axtinguishment of debt;
the cumulative effect of accounting changes; and
earnings related to operations that have been classified
by the company as discontinued. Tha inclusion of some
items, such as stock option axpense and recurring types
of other charges, may vary, and depend on such factors
as industry practice, analyst judgment, and the extent to
which some types of data is disclosad by companies.

S&P Core Eamings

Standard & Poor's Core Earnings is a uniform
mathodolagy for adjusting operating eamings by
focusing on a company's after-tax earnings generated
from its principal businesses. Included in the Standard &
Paor's definition are employee stock option grant
BXpeNsas, pension costs, restructuring charges from
ongoing operations, write-downs of depreciable or
smortizable operating assats, purchased rasearch and
development, M&A relsted expenses and unrealized
gainsflosses from hedging activities. Fxgluded from the
definition are pension gains, impairment of goodwill
charges, gains or losses from asset sales, reversal of
prior-year charges and provision fram litigation or
insurance settlements.

Qualitative Risk Assessment

The S&P equity analyst’s view of a given company’s
operational risk, or the risk of a firm’s ability to continue
as an ongoing concern. The Qualitative Risk Assessment

is a relative ranking to the S&P U.S. STARS universe, and
should be reflective of risk factors related to a
company’s oparations, as opposed to risk and volatility
measures associated with share prices.

Quantitative Evaluations

In contrast to our quaiitative STARS recommandations,
which are assigned by S&P analysts, the quantitative
evaluations described below are derived from
proprietary arithmetic models, These computer-driven
evaluations may at times contradict an analyst’s
qualitative assessment of a stock. One primary reason
for this is that different measures are used to determing
aach, For instance, when designating STARS, S&P
analysts assess many factors that cannot be reflected in
a model, such as risks and opportunities, menagemant
changes, recent competitive shifts, patent expiration,
litigation risk, etc.

SE&P Quality Ranking

Growth and stability of earnings and dividends are
deemad key elements in establishing S&P’s Quality
Rankings for common stocks, which are designed to
capsulize tha nature of this record in a single symbol. It
should be noted, howsver, that the process also takes
inta consideration certain adjustments and modifications
deemed desirable in establishing such rankings. The
final score for sach stock is measured against a scoring
matrix determined by analysis of the scoras of a large
and reprassntative sample of stocks. The range of
scores in the array of this sample has baen aligned with
the following ladder of rankings:

A+ Highest B  Below Average
A High B- Lowar

A-  Above Average C Lowest

B+ Average D InReorganization

NR Not Ranked

S&P Fair Value Rank

Using S&P's exclusive proprietary quantitative model,
stocks are ranked in ane of five groups, ranging from
Group 5, listing the most undervaiuved stocks, to Group 1,
the most overvalued issuas. Group 5 stocks are axpectsd
to generally cutperform all others. A positive {+) or
negative {-) Timing Index iz placed next to tha Fair Value
ranking to further aid the selection process. A stock with
a {+) added to the Fair Vaiue Rank simply means that this
stock has a somewhat better chance to outparform other
stocks with the same Fair Value Rank. A stock with a {-}
has a somewhat lesser chance to outperform other
stocks with the same Fair Value Rank. The Fair Valus
rankings imply the following: 5-Stock is significantly
undervalued; 4-Stock is moderately undervalued; 3-Stock
is fairly valuad; 2-Stock is modestly overvalued; 1-Stock
is significantly overvalued.

S&P Fair Value Calculation

The price st which a stock should trade at, according to
S&P's propristary quantitative model that incorporates
both actual and estimated variables {as opposed te only
actual variables in the case of S&P Quality Ranking).
Relying heavily on a company's actual return on equity,
the S&P Fair Value model places a valus on a security
based on placing a formula-derived price-to-hook
multiple on a company’s consensus sarnings per share
estimate.

Insider Activity

Gives an insight as to insider sentimant by showing
whether directors, officers and key employees who have
proprietary information not available to the general
public, are buying or selling the company's stock during
the most recent six months.

Funds From Operations FFO

FF0 is Funds from Operations and equal to & REIT"s net
income, excluding gains or losses from sales of property,
plus real estate depraciation.

Investability Quotient (I0)
The {0 is a measure of investmant dasirability. It sarves

as an indicator of potential medium-to-long term return
and a5 a caution against downside risk. The messure
takes into account variables such as technical
indicators, earnings estimates, liquidity, financial ratios
and selectad S&P proprietary maasures.

S&P's 10 Rationale:
Mylan ine

Raw Score Max Valua
Praprietary S&P Measures 34 115
Technical Indicators 25 40
Liquidity/Volatility Measures 17 20
Quantitative Measures 14 75
10 Total L] 250
Volatility

Rates the volatility of the stock’s price over the past year.

Tachnical Evaluation

In researching the past market history of prices and
trading volume for each company, S&P’s computer
models apply special technical methods and formulas to
identify and project price trends for the stock.

Relative Strength Rank

Shows, on a scale of 1 to 99, how the stock has
performed versus all other companies in S&P's universa
on a rolling 13-week basis.

Global Industry Classification Standard (GICS)

An industry classification standerd, developed by
Standard & Poor's in collaboration with Morgan Stanley
Capital Intemational (MSCI). GICS is currently comprised
of 10 Sectors, 24 Industry Groups, 68 Industries, and 154
Sub-Industries.

S&P Issuer Credit Rating

A Standard & Poor’s Issuer Credit Rating is & current
opinion of an obligor's overall financial capacity (its
creditworthiness) to pay its financial obligations. This
opinion focuses an the obligor's capacity and willingness
to meet its financial commitments as they come due. It
does not apply to eny specific financial obligation, as it
does not take into account the natura of and provisions
of the obligation, its standing in bankruptey or liquidation,
statutory prefarences, or the legality and enforceability
of the obligation. In addition, it does not take into
account the creditworthiness of the guarantors, insurers,
or other forms of credit enhancemant on the obligation.
The Issuer Credit Rating is not a recommendation to
purchase, sell, or hold & financial abligation issued by an
obligor, as it doas not comment on market price or
suitability for a particular investor. Issuer Credit Ratings
are based on current information furnished by obligors or
obtained by Standard & Poor's fram other sources it
considers reliabla. Standard & Poor’s does not perform
an audit in connection with any Issuer Credit Rating and
may, on occasion, rely on unaudited financial
infermation. Issuer Credit Ratings may be changed,
suspended, or withdrawn as a result of changes in, or
unavailabiity of, such information, or based on other
circumstances.

Exchange Type

ASE - American Stock Exchange; Al - Australia Stock
Exchange; BE - Bulletin Board; NGM - Nasdaq Global
Markst; NNM - Nesdaq Globa) Select Market; NSC -
Nasdaqg Capital Markets; NYS - New York Stock
Exchange; OTN - Other OTC (Qver the Counter}; OTC -
Dver the Counter; OB - OTCOB; 0X - OTCQ; TS - Toronto
Stock Exchange; TXV - TSX Venture Exchangs; NEX -
NEX Exchange.

S&P Equity Research Services

Standard & Poor’s Equity Rasearch Services U.S.
includes Standard & Poor’s Investment Advisory
Sarvices LLC; Standard & Poor's Equity Research
Services Europe includes McGraw-Hill Financial
Rasearch Eurcpe Limited trading as Standard & Poor's;
Standard & Poor's Equity Research Servicas Asia
includes Standard & Poor's LLC's offices in Singapore,

Redistribution or rapreduction is prohibited without writkan permisston. Cogyright © 2012 Standard & Poor's Financial Services LLC.
STANDARD & POOR'S, S&F. S&P 500, S&P Europs 350 and STARS are registersd tradamarks of Standard & Poor’s Financial Services LLC.
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Standard & Poar's Investment Advisory Servicas (HK)
Limited in Hang Kong, Standard & Paor’s Malaysia Sdn
Bhd, and Standard & Poar’s Information Services
{Australia) Pty Ltd.

Abbreviations Used in S&P Equity Research Reports
CAGR- Compound Annual Growth Rate; CAPEX- Capital
Expenditures; CY- Calendar Year; DCF- Disgounted Cash
Flow; EBIT- Earnings Before Interast and Taxas; EBITDA-
Earnings Before Interast, Taxes, Depreciation and
Amortization; EPS- Earnings Per Share; EV- Enterprise
Value; FGF- Free Cash Flow; FFO- Funds From Qperations;
FY- Fiscal Year; P/E- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; PV- Prasent Value; ARD- Resaarch
& Development; ROE- Return on Equity; ROI- Return on
Investmant; ROIG- Return on Invested Capital; ROA-
Return on Assets; SG&A- Selling, General &
Administrative Expenses; WAGC- Waightad Average
Cost of Capital

Dividends on American Depository Recaipts (ADRs} and
Amarican Depositary Shares (ADSs) are net of taxes
{paid in the country of origin).

Required Disclosuras

In contrast to the qualitative STARS recommendations
caverad in this report, which are detarmined and
assignad by S&P equity analysts, S&P's quantitative
evaluations are derived from S&P's proprietary Fair
Value quantitative model. In particular, the Fair Value
Ranking methodolopy is a relative ranking methodology,
whereas the STARS mathedology is not. Because the
Fair Value model and the STARS methodology raflect
different criteria, assumptions and analytical methods,
guantitative evaluations may at times differ from (or even
contradict) an equity analyst's STARS recommendations.
As a quantitative model, Fair Value relies on history and
consensus estimates and does not introduce an element
of subjectivity as can be the case with equity analysts in
assigning STARS recommendations.

S&P Global STARS Distribution

In North America: As of Decamber 31, 2011, ressarch
analysts at Standard & Poor's Equity Research Services
North America recommended 39.1% of issuers with buy
recommendations, 57.4% with hold recommendations
and 3.5% with sell recammandations.

In Europe: As of December 31, 2011, research analysts at
Standard & Poor's Equity Rasearch Services Europe
racemmeanded 31.5% of issuers with buy
ragemmendations, 50.6% with hold recommendations
and 17.9% with sell recommendations.

In Asia: As of December 31, 2011, rasearch analysts at
Standard & Poor's Equity Research Services Asia
recommended 43.8% of issuers with buy
recommendations, 51.0% with hold recommendations
and 5.2% with sell recommandations.

Globally: As of December 31, 2011, research analysts at
Standard & Poor's Equity Research Services pglobally
recommended 38.3% of issuers with buy
recommendations, 55.7% with hold recommendations
and 6.0% with sell recommendations.

% ¥ drdede 5-STARS (Strong Buy): Total return is
axpected to outperform the total return of & relevant
benchmark, by a wide margin over the coming 12
months, with shares rising in price on an absolute basis.

%dkk  4-STARS (Buy): Total return is expacted to
outperform the total return of a relevant banchmark aver
the coming 12 months, with shares rising in price on an
absolute basis.

b 8.0 ¢ 3-STARS (Hold): Tota! return is expected to
closely approximate the total return of a relevant
benchmark ovar the coming 12 manths, with shares
generally rising in price on an absolute basis.

Yok 2-STARS (Sall): Total return is expected to

underperform the total return of a relavant banchmark
over the coming 12 months, and the share price not
anticipated to show a gain.

* 1-STARS {Strong Sell): Total raturn is
expacted to underperform the total return of a relevant
banchmark by a wide margin over the coming 12 months,
with shares falling in price on an absoiute basis.

Ralevant benchmarks: In North America the relevant
benchmark is the S&P 500 Index, in Europe and in Asia,
the relevant benchmarks are generally the S&P Europa
350 Index and the S&P Asta 50 Index.

For All Regions: All of the views expressed in this
research report accurately reflect the research analyst's
personal views regarding any and all of the subject
securities or issuers. No part of analyst compensation
was, is, or will ba directly or indirectly, related to the
specific recommendations or views expressed in this
research report.

S&P Global Quantitative Recommendations Distribution

In Eurape: As of December 31, 2011, Standard & Paor's
Quantitative Services Europe recommendad 48.0% of
issuers with buy recommendations, 20.0% with hold
recommendations and 31.0% with sell recommandations.

In Asia: As of December 21, 2011, Standard & Poar's
Ouantitative Sarvices Asia recommendad 43.8% of
issuers with buy recommendations, 20.0% with hold
recommendations and 31.0% with sell recommendations.

Globally: As of December 31, 2011, Standard & Poor's
Quantitative Services globally recommanded 45.0% of
issuers with buy recommendations, 20.0% with hold
racommendations and 34.0% with sell recommendations.

Additional information is available upon request.

Other Bisciosurss

This report has besn prapared and issued by Standard &
Poor's and/or one of its affiliates. In the Unitad States,
research reports are prepared by Standard & Poor's
Investment Advisory Services LLC {"SPIAS"), In the
United States, research reparts are issuad by Standard
& Poor's {"S&P"}; in the United Kingdom by McGraw-Hill
Financial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
trades as Standard & Poor's; in Hong Kong by Standard
& Poor's Investment Advisory Services (HK) Limitad,
which is regulated by the Hong Kong Securities Futuras
Commission; in Singapore by Standard & Poar's LLC,
which is regulated by the Monetary Authority of
Singapare; in Malaysia by Standard & Poor's Malaysia
Sdn Bhd {"S&PM"), which is regulated by the Sacurities
Commission; in Australie by Standard & Poor's
Information Services {(Australia) Pty Ltd {"SP1S"}, which is
requiated by the Australian Securities & Investments
Commission; and in Korea by SPIAS, which is also
registered in Korea as a cross-border investment
advisory company.

The research and analytical services performad by
SPIAS, MeGraw-Hill Financial Research Europe Limited,
S&PM, and SPIS are each conducted separately from
any other analytical activity of Standard & Poaor's.

Standard & Poor's or an affiliate may license certain
intellectual property or provide pricing or other services
to, or otherwise have a financial interest in, certain
issuers of securities, including exchange-traded
investments whose investment objective is to
substantially replicate the returns of a proprietary
Standard & Poor's index, such as the S&P 500. In cases
where Standard & Poor's or an affiliate is paid faes that
are tied to the amount of assets that are invested in the
fund or the volume of trading activity in the fund,
investment in the fund will generally result in Standard &
Poor's or an affiliate earning compensation in addition to

the subscription fees or other compensation for services
rendered by Standard & Poor's. A reference to a
partizufar investment or security by Standard & Poor's
and one of its affiliates is not a recommendation to buy,
sell, or held such investment or security, nor is it
considered to be investment advice,

Indexes are unmaneged, statistical composites and their
returns do not include payment of any sales charges or
feas an invastor would pay to purchase the securities
they rapresant. Such costs would lower parformance. It
is nat possible to invest directly in an index.

Standard & Poor's and its affiliates provide a wide range
of sarvices to, or relating to, many organizations,
including issuers of securities, investment advisars,
broker-dealers, investment banks, other financial
institutions and financial intermediaries, and accordingly
may receive fees or other sconomic benefits from those
organizations, including organizations whose sacuritias
or services they may recommend, rats, include in model
portfalios, evaluate or otherwise address.

S&P Capital 10 and/or one of its affilistes has parformad
services for and raceived compensation from this
company during tha past twelve months.

Disclaimers

With respect to reports issued to clients in Japan and in
the case of inconsistencies between the English and
Japanesa version of a report, the English version
prevails. With respect to reports issued to clients in
German and in the casa of inconsistencies betweaen the
English and German version of a report, the English
varsion prevails. Neither S&P nor its affiliates guarantes
the accuracy of the translation. Assumptions, opinions
and estimates constitute our judgment as of the date of
this material and are subject to change without notice.
Past performance is not necessarily indicative of future
results.

Standard & Poor’s, its affiliates, end any third-party
providers, as well as their directors, officers,
shareholders, employeas, or agents [collectivaly S&P
Parties) do not guarantee the accuracy, completenass or
adequacy of this material, and S&P Parties shall have no
liability for any errors, omissions, or interruptions therein,
ragardless of the causa, or for the results obtained from
the use of the information provided by the S&P Parties.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NDT LIMITED
T0, ANY WARRANTIES OF MERCHANTABILITY,
SUTTABILITY OR FITNESS FOR A PARTICULAR FURPOSE
OR USE. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary,
tompensatory, punitive, special or consequential
damages, costs, expensas, legal fees, or losses
{including, without limitation, lostincome or lost profits
and opportunity costs) in connection with any use ofthe
information contained in this document even if atdvised of
the possibility of such damages. Capital IQ is a business
of Standard & Poor's.

Ratings from Standerd & Poor’s Ratings Services are
statements of opinion as of the date they are expressed
and not statements of fact or recommendations to
purchasg, hold, or seil any securities or to make any
investment decisions. Standard & Poor’s assumes no
obligation to update its opinions following publication in
any form or format. Standard & Foor’s ratings should not
be reiied on and are not substitutes for the skill,
judgment and experience of the user, its management,
employees, advisors and/or cliants when making
investment and other business decisions. Standard &
Poor’s rating opinions do not address tha suitability of
any security. Standard & Paor’s does not actag a
fiduciary. While Standard & Poor's has obtained
information from sources it balieves to be reliable,
Standard & Poor’s does not parform an sudit and

Redistribution or reproduction is prohibited withowt written permisaion. Copytight © 2012 Standard & Poor’s Fmancial Services LLC.
STANDARD & PODR'S, S&P. S&P 500, S8P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Services LLC.
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undertakas no duty of due diligence or indapendent
verification of any information it receives.

Standard & Poor's keeps certain activities of its business
units separate from each other in order to preserve the
independence and objectivity of their respective
agtivities. As a rasult, certain business units of Standard
& Poor's may have information that is not availabla to
other Standard & Poor's business units. Standard &
Poor's has established policies and procedures to
maintain the confidentiality of certain non-public
information received in conrection with aach analytical
process,

Standard & Poor’s Ratings Services did not participate in
the development of this report. Standard & Poor’s may
receive compensation for its ratings and certain
credit-related analysas, normally from issuers or
underwriters of sacurities or from obligors. Stendard &
Poor's reserves the right to disseminate its opinions and
analyses. Standard & Poor's public ratings and analyses
are made available on its Web sites,
www.standardandpoors.com (frea of charge), and
www.ratingsdirect.com and www.globalcraditportal.com
(subscription), and may be distributed through other
means, including via Standard & Poor's publications and
third-party redistributors. Additional information about
our ratings fees is available at
www.standardandpoors.comfusratingsfees.

This material is not intended as an offer or solicitation for
the purchasa or sale of any sacurity or other financial
instrument. Securities, financial instruments or

strategies mentioned herein may not be suitable for alf
invastors. Any opinions expressed hergin are given in
good faith, are subject te change without notice, and are
only current as of the stated date of their issue. Prices,
values, or income from any securities or investmants
mentiened in this raport may fall against the interasts of
the investor and the investor may get back lass than the
amount invested. Where an investment is describad as
being likely to yield income, please note that the amount
of income that the investor will receive frem such an
investment may fluctuate, Where an investment or
security is denominated in a different currency to the
investar’s currency of reference, changss in ratas of
exchange may hava an adverse effect on the value, price
of income of or from that investment to the investor. The
information contained in this report does nat constitute
advice on the tax consequencas af making any particular
investment decision. This material is nat intanded for any
spacific investor and does not taka inte account your
particular investment chjectives, financial situations or
needs and is not intended as a recommendation of
particular securities, financial instruments or strategies
ta you. Before acting on any recommandation in this
matetial, you should consider whether it is suitable for
your particular circumstances and, if necassary, seek
professional advice.

This document does nat constituta an offer of services in
jurisdictions where Standard & Pgor's or its affiliates do
not have the necessary licanses.

For residents of the U.K. - This reportis only directed at
and should only be relied on by persons outside of the
United Kingdom or persons who are inside the United
Kingdom and whe have professional expariance in
matters relating to investments or who are high nat
worth parsons, as defined in Article 19{5} or Article 43{2)
{a} to {d} of the Financial Services and Markats Act 2000
{Financia! Promotion) Order 2005, raspactively.

For residents of Singapore - Anything herein that may be
construed as a recommandation is intended for genaral
circulation and doas not take into account the spacific

investment cbjectives, financial situation or particular
neads of any particular person, Advice should be sought
from & financial adviser regarding the suitability of an
investment, taking into eccount the specific invastment
objectives, financial situation or particular needs of any
parsen in receipt of the recommendation, before the
parson makes a commitmant to purchasa the investment
product.

For residents of Malaysia - All queries in relation to this
report should be referred to Ching Wah Tam.

For residents of fndonesia - This research report does
not constitute an offering document and it should not be
construed as an offer of securities in Indonesia, and that
any such securities will only be offered or sold through a
financial institution.

For residents of the Philippines - The securities being
offered or sold have not bean registered with the
Securities and Exchange Commission under the
Securities Regulation Code of the Philippines. Any future
offer or sele thereof is subject to registration
requirements under the Code unless such offer or sale
qualifies as an exempt transaction.

U.S, STARS Cumulative Model Performance
Hypothetical Growth Due to Price Appraciation of $100
For the Period 12/31/1986 through 12/31/2011
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The performence above represents only the results of
Standard & Poor's model portfolios. Model performance
has inherent limitations. Standard & Poor's maintains the
models and calculates the model performance shown,
but does not manage actual assets. The U.S. STARS
model performance chart is only an illustration of
Standard & Poor's {(S&P) research; it shows how LS.
commen stocks, ADRs {American Depositary Receipts)
and ADSs (American Depositary Shares), collectively
“equities”, that received particular STARS rankings
parformed. STARS categorias are modsls only; thay are
not collective investment funds. The STARS performance
does not show how any actual portfolio has parformed.
STARS madel performance does not represent the
results of actual trading of investor assets. Thus, the
model performance shown does not reflect the impact
that material economic and market factors might have
had on decision-making if actual investor money had
been managed. Perfarmance is calculatad using a
time-weightad rate of return. While model parformance
for some or all STARS categories performed better than
the S&P 500 for the period shown, the performance
during any shorter period may not have, and there is no
assurance that they will parform better than the S&P 500
in the future. STARS doss not teke into account any
particular investment objective, financiai situation or
need and is not intended as an investment
racommendation or strategy. Investments based on the
STARS mathodology may lose money. High returns are
not necessarily the norm and thare is no assurance that
they can be sustained. Past model performance of
STARS is no guarantee of future performanca.

For model performance calculation purposes, the
equities within each STARS catagory at Dacember 31,

1986 wera aqualfy weighted. Theraafter, additions to the
compaosition of the equities in each STARS category are
made atthe average value of the STARS category stthe
preceding month end with no rebalancing. Deletions are
made at the closing price of the day that the deletion is
made. Parformanca was calculated from inception
through March 31, 2003 on a monthly basis, Thereafter,
performance is calculated daily. Equites in each STARS
category will change gver time, and some or all of the
equities thet receivad STARS rankings during the time
period shown may not have maintained their STARS
ranking during the entira pariod,

The model performance does not consider taxes and
brokerage commissions, nor does it reflact the deduction
of any advisory or other fees charged by advisors or
other parties that investors will incur when their
accounts are managad in accordance with the models.
The imposition of these fees and cherges would cause
actual performance to be lower than the parformance
shown. For example, if a model returned 10 percent on a
$100,000 investment for a 12-month periad {or $10,000)
and an annue| asset-based fes of 1.5 percent were
imposed at the end of the period {or $1,650), tha net
raturn would be 8.35 percent {or $8,250) for the year.
Over 3 years, an annual 1.5% fee taken atyear and with
an assumed 10% return per year would resultin a
cumulative gross return of 33.1%, a totaf fee of §5,375
and a cumulativa net return of 27.2% lor $27,200), Fees
daducted on a frequency other than annual would result
in a different cumulative net return in the preceding
axample.

Tha Standard & Poor's 500 index is the benchmark for
U.5. STARS. The S&P 500 index is calculated in U.S.
dollars and does not take into account the reinvestment
of dividends. Indexes are unmanaged, statistical
tomposites and their returns do not include payment of
any sales charges or feas an investor would pay to
purchase the securities they represent. Such costs
would lowaer performance. Itis not possible to invest
directly in an index. The S&P 500 index intludes a
different number of constituents and has different risk
characteristics than tha STARS equities. Some of the
STARS equities may have been inciuded in the S&P 500
index for some [but not necessarily ell) of the period
covered in the chart, and some such equities may not
have been included at all. The S&P 500 excludes ADRs
and ADSs. The methodology for calculating the raturn of
the S&P 500 index differs from the methodology of
calculating the return for STARS. Past performance of
the S&P 500 index is no guarantae of future
performance.

An investmant based upan the models should only be
made after consulting with a financial advisor and with
an understanding of the risks associatad with any
investment in securities, including, but not limited te,
market risk, currency risk, political and credit risks, the
risk of ecanamic recession and tha risk that issusrs of
securities or general steck market conditions may
warsen, over time. Foreign investing involves certain
risks, including currency fluctuations and controls,
restrictions on foreign investments, less governmental
supervision and regulation, less liquidity and the
potential for market volatility and political instability, As
with any investment, investment returns and principal
value will fluctuate, so that when redeemed, an
investor’s shares may be worth more or less than their
original cost.

For residents of Australia — This report is distributed by
Standard & Poor's Information Services {Australia) Pty
Ltd "SPIS") in Australia. The entirety of this report is
approved by Charles Baumann, wha has reviewed and
authorised its content as et the date of publication.

Any express or implied apinion contained in this report is
limited to "General Advice" and based solely on
consideration of the investment merits of the financial
product{s) slone. The information in this report has not
been prepared for use by retail investors and has besn

Redistribution or reproduction is prohibited without written permission. GCopyright ® 2032 Standard & Poor's Financial Senvices LLC.
STANDARD & PODR'S, S&F, S&P 500, S&P Europe 350 and STARS are registerad trademarks of Standard & Poor's Financial Services LLC,
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prepared without taking account of any particular
person's financial or invastment objactives, financial
situation or neads. Before acting on any advice, any
person using the advice should consider its
appropriatensess having regard to their own or their
clients’ objectives, financial situation and needs. You
should obtain a Product Disclosure Statement relating to
the produgt and consider the statemert before making
any decision or recommendation about whether to
acquire the product. Each opinion must be weighed
solely as one factor in any investment decision made by
or on behaif of any adviser and any such adviser must
accordingly make their pwn assessment taking into
account an individual's particular circumstances.

SPIS holds an Australian Financial Services Licence
MNumber 258896. Please rafer to the SPI5 Financial
Services Guide for more information at
www.fundsinsights.com.au.

Redistribution or reproduction i& prohibited without written permission. Copyright ® 2012 Standard & Poor's Financial Services LLC.
STANDARD & POOR'S, S&P, S&P 500, &P Europe 350 end STARS are registered trademarks of Standard & Poor's Financial Services LLG.
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Investment Recommendation

Purchase

Amazon (AMZN)

Price $176.55 Annual Dividend § - 0 - Yield 0.00%

Originally providing consumers with a convenient way to shop for books, Amazon
has since migrated to an online source for a vast selection of electronics, books,
music, and other products practically without limitation. With unlimited shelf space,
relying upon the efforts of related suppliers, they have optimized a search and
retrieval intetface that lands many online shoppers on Amazon’s site as a first choice
for their shopping needs.

Amazon’s business has migrated to an international marketplace. In 2010, media
products, such as music and books, accounted for 44% of net sales, with other
general merchandise representing the balance of net sales. Amazon has also moved
in the direction of providing music and movies for download, rather than hard-copy
delivety, at prices below that of Apple and their related iTunes branding efforts.
Amazon has also recently introduced the Kindle ‘Fire’, a recent top seller in the
Amazon offeting that is a being regarded as a top tier competitor to the Apple iPad.
Additionally, they have also recently introduced Amazon Prime’, a way to stream
downloads from Amazon.com as well as an enhancement to their online shopping
experience.

Amazon has generated a 3-year compound annual growth rate in sales of 32%.
Earnings have increased every year since 2006, topping $1.1 billion in 2010.
Forecasts are for sales to tise an additional 33% in 2012, with earnings expected to
double in 2012. Presently shares have retreated from a recent high of $246,
representing a discount of 28% from their high. This represents an opportunity to
own shares in Amazon, a company we regard as an industry dominator within their
retail space.

www.omico.net
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S&P Recommendation Price 12-Mo. Target Price Investment Style

$195.37 {as of Jan 27, 2012)

$230.00

Large-Cap Growth

UPDATE: PLEASE SEE THE ANALYST'S LATEST RESEARCH NOTE IN THE COMPANY NEWS SECTION

GICS Sector Consumer Discretionary
Sub-Industry Internet Retail

Koy Stock Statistics (Source 557 Viskers, company reparts}

52-Wk Range $246.71- 16059  S&P Oper. EPS 2011E 135 Market Capitalization{B})
Trailing 12-Month EPS $1.90 S&P Oper. EPS 2012E 250 Yield (%)

Trailing 12-Month P/E NM  P/E on S&P Oper. EPS 2011E NM Dividend Rate/Share

$10K Invested 5 Yrs Ago $53,018 Common Shares Ouistg. (M)  454.8  Institutional Ownership (%}

Price Porformance

Summery This leading online retailer sells a broad rangs of items from books to consumer

elactronics to home and garden products.
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Analysis prapared by Equity Analyst Michael Souers on Nov 09, 2011, when the stock traded at $217.99.

Highlights

» We look for net sales to rise 33% in 2012, fol-
lowing our projection of a 43% advance in 2011,
We expect this growth to be driven by market
share gains from traditional retailers, interna-
tional expansion, new hardware cfferings such
as the Kindle Fire tablet, increased digital con-
tent and an increase in third-party sellers. Ama-
zon Prime continues to drive increased sales
results and build customer loyalty both domes-
tically and abroad. In our view, AMZN's relent-
less focus on providing value to consumers
through selection and price will allow the com-
pany to continue to gain notable market share,

» In 2012, we expect gross margins to narrow
slightly on product mix shift and competitive
pressures, partially offset by an increase in
third-party sales. We lock for operating margins
to widen modestly as we expect investments in
fulfiltment, marketing and technelegy in-
frastructure to ease following significant in-
creasesin 2011.

» After slightly higher net interest income, en ef-
fective tax rate of 25.0%, and a flat diluted
share count, we project 2012 EPS of $2.50, ¢
significent increase from the $1.35 we project
the company to earn in 2011.

Investment Rotionale/Risk

» AMZN continues to demonstrate the strength
and worldwide potential of its business model,
in our view. Continued investments in long-term
growth opportunities such as Amazon Prime,
hardware such as the Kindle and Kindle Fire
and increased digital content should provide
new sources of revenue over the next few
years. Long term, we expect AMZN's inftiatives
to result in continued strong saies results and
significant margin expansion, as it leverages its
leading brand name and positicn as an Internet
retailer. We consider AMZN a best-in-class re-
tailer that generates significant free cash flow.
Despite these positives, we think the shares are
fairly valued, trading at 85X our 2012 EPS esti-
mate.

» Risks to our opinion and target price include a
double-dip recession, the potential for lowar-
than-projected revenues should growth initia-
tives fall to live up to their potential, and unfa-
vorable currency impacts.

» Our 12-month target price of $230 is based on
our discounted cash flow analysis, which as-
sumes a weighted averags cost of capital of
10.8% and a terminal growth rate of 4%.

$88.845 Beta 1.0
Nil S&P3-Yr. Proj. EPS CAGR(%) 30
Nil  S&P Credit Rating NR
Qualitative Risk Assessmant

[ ow TN wen |

Our risk assessment reflects AMZN's large
market capitalization and leading position in the
e-commerce industry, offset by increasing
competition.

Quantitative Evaluations

S&P Quality Ranking B-
[oTc N eJe [a]a]a
Relative Strength Rank MODERATE

& |
HIGHEST = 19

LOWEST =1

Revenue/Eamings Data

Revenue {Million §)

10 20 Ja 40 Year
201 8857 9,913 10,876 - --
2010 7,131 6566 7560 12948 34,204
2008 4888 4651 5445 0519 24,509
2008 4135 4063 4264 6704 19,166
2007 3016 2886 3262 5673 14,835
2006 2779 2139 2307 3986 10711

Eamings Per Share ($}

2011 044 041 014 EGC36 EL3S
2010 066 045 051 0N 253
2009 041 032 045 085 204
2008 034 037 027 05 149
2007 026 013 099 048 112
2006 012 005 005 023 045

Fscal year ended Dec. 31, Next anmings report expectad: Late
January, EPS Estimates based on S&P Dperating Eamings;
historical GAAP eamings are as reported.

No cash dividends have been paid.

Please read the Required Disclosures and Analyst Certification on the last page of this report
Redistribution or repreduction is prohibited without written permission. Copyright 2012 The McGraw-Hill Companies, Inc.
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CORPORATE OVERVIEW. Since opening for business as "Earth's Biggest Bookstore” in July 1995, Ama-
zon.com has expanded into a rumber of ather product categaries, including: apparel, shoes and jewelry;
electronics and computers; movies, music and games; toys, kids and baby; sports and outdoors; home and
garden; tools, auto and industrial; grocery; health and beauty; and digital downloads.

AMZN has virtually unlimited online shelf space, and can offer customers a vast selection of products
through an efficient search and retrieval interface. The company personalizes shopping by recommending
items which, based on previous purchases, are likely to interest a particular customer. Key Web site faa-
tures also include editorial and customer reviews, manufacturer product information, secure payment sys-
tems, wedding and baby registries, customer wish lists, and the ability to view selected interior pages and
search the antire contents of many books.

The company pperates the following retail Web sites: www.amazon.com (U.S.), www.amazon.co.uk (U.K),
www.amazon.de (Germany), www.amazon.fr {France), www.amazon.co.jp (Japan), www.amazon.ca
{Canada), www.amazon.cn (China), www.joyo.cn, www.shopbop.com, www.endless.com, and
www.zappos.com. Amazon also designs, manufactures and sells a wireless e-reading device, the Amazon
Kindle. It focuses first and foremost on the customer experience by offering & wide selection of merchan-
dise, low prices and convenience,

In addition to being the seller of record for a broad range of new products, AMZN allows other businesses
and individuals to sell new, used and collectible products on its Web sites through its Merchant and Ama-
zon Marketplace programs. The company earns fixed fees, sales commissions, and/or per-unit activity
fees under these programs. AMZN also serves developers and enterprises of all sizes through Amazon
Web Services, which provides access to technology infrastructure that developers can use to enable vir-
tually any type of business.

Starting in 2003, the company began reporting results for two core segments: North America (55% of 2010
net sales) and International {45%). In 2010, media products aceounted for 44% of net sales, electronics and
other general merchandise for 54%, and other 3%.

PRIMARY BUSINESS DYNAMICS. Amazon's business is highly capital-intensive in terms of spending on
technolegy and content, &s the company had nearly $1 billion in capital expenditures in 2010. As a result,
barriers to entry do exist. However, AMZN faces intense price competition from bricks and mortar retailers
as well as other Internet retailers. Other challenges and weaknesses inherent in Amazon's business maodel
include low switching costs for consumers when shopping online, and search engines that simplify and
enable comparisen shopping.

Strengths of the company, in our view, include: first-mover advantage and strong brand name recognition;
the breadth and depth of the company's product lines; a user feedback featura that we believe haips to
build trust and increase customer loyalty; what we see as a strong balance sheet, with nearly $8.7 billion in
cash and marketable securities and no long-term debt; and efficient deployment of capital on technology
to help promote a fast, user-friendly shopping experience.

We believe the size of the market represants an opportunity for AMZN. In 2090, only about 8% of total U.S.
retail sales were estimated to be e-commerce transactions, totaling $176 billion. Forrester Research antici-
pates that figure will rise to 13% by 2015, to $279 billien. Another opportunity is the growing use of the In-
ternet internationally, with penetration rates at 27% at the end of 2008, according to internet World Stats.
This compares to 76% penetration in the U.S., end, in our view, demanstrates the strong potential for in-
creased Internet usage and e-commerce sales abroad.

FINANCIAL TRENDS. From 2007 to 2010, Amazon.com generated a three-year compaund annual growth
rate (CAGR} in sales of 32%, siightly abgve the S&P Internet Retail sub-industry average of 29%. We at-
tribute this growth largely to global expansion and product category growth.

Amazon's return on invested capital (ROIC) has fluctuated dramatically over the years, but decreased to
14.5% in 2010 from 16.1% in 2009. This compares with the S&P Internet Retail sub-industry average of
15.7% and the S&P Consumer Discretionary sector average of 10.9%. We expect AMZN's ROIC to decline
slightly in 2011, on an expected narrowing of operating margins.

Corporate Information

Investor Contact
R. Eldridge (206-266-2171)

Office
1200 12th Avenue South, Seattle, WA 98144-2734.

Telephone
206-266-1000.

Email
ir@amazon.com

Website
hitp//www.amazon.com

Dfficers

Chrmn, Pres & CED SVP, Secy & General

J.P. Bazos Counsel
LM. Wilson

coo0

M.A. Onetto Chief Acctg Officer &
Cntlr

SVP & CFO S.L. Reynolds

T.J. Szkutak

Board Members
T A.Alberg

J. P. Bezos

J. 8. Brown
W.B. Gordon

B. G. Krikorian
A. Monie

J. J. Rubinstein
T. 0. Ryder

P. Stonesifer

Domicile
Delaware

Founded
1994

Employess
33,700

Stockholders
3,383

Redistribution or reproduction is prohibited without written permission. Copyright ©2012 The MeBraw-Hill Companies, Inc,

e M W L Sy e




Stock Report | January 28, 2012 | NNM Symboi: AMZN STANDARD
Amazon.com Inc &POOR’S
Quantitative Evalustions Expanded Ratio Analysls
S&P Fair Value 1 2 3 Il 5 2010 2009 2008 2007
Rank % I , I meuss! Price/Sales 2.40 243 1.16 265
Based on S&P's propristary quantitative model, stocks are ranked Price/EBITDA 41.58 4290 19.62 4242
from mast overvalued [1}to most undervalued (5). Price/Pretax Income 5457 5148 2484 5951
P/E Ratic Nn.2s 65.92 34.35 82.52
Fair Valu.a $91.70 :::I'Imﬂ: oﬁiﬂi.?fxﬁﬁﬂ'z?ﬂ?iﬁﬁﬁ ;;"ég;t;?r Avyg. Diluted Shares Outstg (M} 456.0 4420 4320 4240
Caiculation 50.0%. Pigures based on celendaryear-and price
Investability [ B Key Growth Retes and Averages
Quotient LOWEST = 1 HIGHEST = 100
Percentile AMZN ecored lowsr than 65% of all companies for which an S&P Past Growth Rate (%) 1 Yaar 3 Years 5 Yoars 9 Years
Reportis evailable. Sales 39.56 3168 31.98 30.03
Net Income 172 U 37.64 NM
Volatility Low HoGH ]
Ratio Analysis {Annuai Avg.}
Technical NEUTRAL Since January, 2012, the technical indicators for AMZN have baan Net Margin (%) 337 247 3.08 274
Evaluation NEUTRAL. % LT Debt to Capitalization 2.68 m 2947 89.74
Return on Equity (%} 19.01 25.03 3194 454.78
Insider Activity NEUTRAL FAVORABLE |
Company Financials Fiscel Year Ended Dec. 31
Per Share Data ($) 2010 209 2008 2007 2006 2005 2004 2003 2002 2001
Tangible Book Value 10.47 71.35 444 230 0.58 015 NM NM NM NM
Cash Flow 377 2.51 228 176 093 1.07 1.58 0.27 -0.16 -0.80
Earnings 253 2.04 1.49 112 0.45 0.78 1.39 0.08 -0.40 -1.53
S&P Core Earnings 2.53 NA 141 1.12 048 0.83 1.27 0.02 -0.64 -2.49
Dividends Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil
Payout Ratio Nil Nil Nil Nil Nil Nil Nii Nil Nil Nil
Prices:High 185.65 145.81 97.43 101.09 48.58 50.00 57.82 61.15 2500 2239
Prices:Low 105.80 47.63 3468 36.30 25.76 30.60 33.00 18.55 9.03 5.51
P/E Ratio:High 13 72 65 90 NM 64 42 NM NM NM
P/E Ratio:Low 42 23 2 32 NM 39 2 NM NM NM
Incoma Statement Analysis [Million $)
Revenue 34,204 24,509 19,166 14,835 10,711 8,450 6,921 5,264 3933 3122
Dperating Income 1,974 1,386 1,129 926 629 553 508 348 193 351
Depreciation 568 206 340 n 205 121 75.7 783 87.8 266
Interest Expense 39.0 34.0 no 710 78.0 920 107 130 143 139
Pretax Income 1,504 1,155 892 660 3n 428 356 35.3 -150 -857
Effective Tax Rate NA 21.9% 27.7% 27.9% £9.6% 22.2% NM NM NM NM
Net Incoms 1,152 902 645 476 150 333 588 353 -150 -hh7
SA&P Core Earnings 1,152 NA 609 476 203 354 539 103 -242 -910
Balance Sheet & Other Financial Data (Million $}
Cash 8,762 6,366 3727 anz 2,019 2,000 1,779 1,395 1,301 997
Current Assets 13,747 9,797 6,157 5,164 3,373 2,929 2539 1,821 1616 1,208
Total Assets 18,797 13,813 8,314 6,485 4,363 3,696 3.249 2,162 1,990 1,638
Current Liabilities 10,372 1,364 4,746 3714 2,532 1929 1,620 1,253 1,066 91
Long Term Debt 184 109 533 1,282 1,247 1,521 1,855 1,945 2,277 2,156
Common Equity 6,864 5,257 2,672 1,197 431 245 =227 -1,036 -1,353 -1,440
Total Capital 6,864 5388 3.205 2479 1,678 1,767 1,628 809 924 716
Capital Expenditures 979 313 333 224 216 204 89.1 46.0 392 503
Cash Flow 1,720 1,108 985 747 395 454 664 114 -62.2 -9
Current Ratio 1.3 13 13 14 13 15 16 15 15 13
% Long Term Dabt of Capitalization Nil 20 16.6 51.7 743 86.1 1139 2139 246.3 301.1
% Net Income of Revenue 34 37 34 32 18 39 85 0.7 NM NM
% Return on Assets 11 8.2 8.7 88 47 86 218 17 NM NM
% Return on Equity 19.0 228 33 58.5 56.1 NM NM NM NM NM

Data as orig reptd.; bef. results of disc opers/spec. items. Par shara data adj. for stk. divs.; EPS diluted. E-Estimated. MA-Not A

flabla, NM-Nat M

ingful. NR-Not Ranked. UR-Under Review.
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Sub-Industry Outlook

Stock Performance

Our fundamental outlook for the Internet retait
sub-industry for the naxt 12 months is positive.
While shipping costs (reflecting higher fuel prices
and free shipping offers) and increased marketing
expenses are concerns, we think growth prospects
are favorable, as consumers increasingly enjoy the
convenience and valua that online retail provides.

Forrester Research projects that U.S. e-commerce
sales will Increase from a projected $197 billion in
2011 to $278 billion in 2015, a compound annual
growth rate (CAGR) of 9.1%. We believe that the
significant growth in this category has been, and
will continue to be driven by several factors. From a
macroeconomic viewpoint, personal spending
remains the primary driver. S&P notes that personal
spending increased only 2.0% in 2010, and also
expects growth of just 2.2% for 2011 despite
favorable tax legislation, with an additional 2.3%
increase projected for 2012. While wage growth is
expected to increasa cnly slightly, S&P estimates
the unemployment rate will everage 9.0% for 2011
after averaging 9.6% in 2010. In 2012, S&P expacts
the unemployment rate to dacline stightly to 8.7%,
although a headwind to the potential improvement is
that many of the currently discouraged workers will
start looking for jobs once there are signs that the
labor market is racovering. Despite the travails in
the workforce, banks are slowly increasing their
fending, which should provide & taiiwind to spending
in the near term. in addition, the savings rate has
declined in recent months as consumers who have
jobs are likely feeling mare secure. From an industry
perspactive, we think online merchants often offer a
strong combination of convenience, selection,
infermation and value compared to off-line
competitors.

Consumers can usa the Internet to quickly find and
conduct research about items at attractive prices.

Some Internet purchases do not require the
payment of state and local sales taxes, although that
may soon change based on potential new
legislation, Also, we believe advancements in
technology have made e-commerce transactions
easier to completa and more reliable and secure.
Butwhile these factors are effactively driving sales,
we think heavy investmant spending on technoiogy
and fulfillment remain limiting factors to earnings
growth.

Year to date through January 20, the S&P Internat
Retail Index rose 11.9%, modestly outpacing the
4.7% advance in the S&P 1500 Index. In 2011, the
sub-industry index underperformed by a small
margin, falling 4.5% compared to a 0.3% decline for
the S&P 1500.

--Michael Souers

Sub-Industry : Internet Retail Peer Group*: Internet Retail - Large

GICS Sactar: Consumer Discretionary
Sub-Industry: Internet Retail

Based on S&P 1500 Indexes

Month-end Price Performance as of 12/30/11

30—

00—

50—

200~

150~

50—

2007 2008 2009 2010 2011

2012

Sub-Industry

Sector S&P 1500

NOTE: All Sector & Sub-Industry information is based on the
Global Industry Classification Standard (GICS}

Stock
Peer Group Symbol
Amazon.com Inc AMZN
1-800-FLOWERS.com'A’ FLWS
Blue Nile NILE
Expedia Ing EXPE
NetFlix Inc NFLX
Overstock.com Inc OSTK
priceline.com Inc PCLN

SticMkt.  Recent 52

Cap. Stock Waeek Yield
(Mil.$) Price($) High/Low($) Beta (%)
83,845 19537  246.71/160.59 1M Nil
108 293 3.84/2.08 227 Nil

556 40.99  64.45/30.32 NA Nil
3,838 31.80  65.78/27.28 210 1.8
6,498 12379 304.79/62.37 0.46 Nil
163 i 17.04/6.59 .79 Nil
26,179 525.86 561.88/411.26 113 Nil

PfE
Ratio

18
4
8
28
NM
28

MA-Not Available NM-Not Meaningful NR-Not Ratad, *For Peer Groups with more than 15 companies or stocks, saleetion of izsues is based on market capitalization.

Fair
Value
Cale.{$)

a.n

3.00
25.80
22.40
§2.30

NA
631.40

S&GP  Retum on
Quality 1@  Revenue
Ranking %ile (%)
B- ] 34
C k1 [1X]
NR 5 43
NR -2 127
B a3 14
B- 17 13
B a7 171

LTD to
Cap
(%)

15.8

NA
s
40.8
15.0
200

Source: S&P
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S&P Analyst Research Notes and other Company News

December 1, 2011

11:27 am ET ... S&P LOWERS RECOMMENDATION ON SHARES OF BARNES &
NOBLE TG SELL FRDM HOLD (BKS 13.95**): Oct-Q net operating loss of $0.11, vs.
a $0.07 loss, is $0.10 wider than our estimata and $0.16 below consensus from
Capital I0. Sales declined 0.6% despite an easy comparison given 2010's Borders
liguidation sales. In addition, while we think highly of the Nook Tablet, we are
concerned that it will be a drain on profitability given fierce price competition
with Amazon's (AMZN 196***) Kindle Fire. We are widening our FY 12 [Apr.)
estimate to a $0.54 loss from $0.37, and lowering our FY 13 EPS forecast to $0.13
from $0.23. We are trimming our DCF-based target price by $2 to $13. /Michael
Souers

November 16, 2011

09:08 am ET ... S&P NQTES FURTHER SHIFTS AMID PROLIFERATION OF
NON-TRADITICNAL PAY TV OFFERINGS (CMCSA 22.30%***): According to
unconfirmed WSJ reports, Sony {SNE 17***} and Google (600G B17***) are the
latest to mull & variety of non-traditional pay TV offerings. We see continued
long-term competitive shifts for an ctherwise saturated U.S. pay TV market,
where entrenched cable and satellite TV providers already face head-to-head
batties from telcos, We think pay TV commoditization could spell further shifts in
balance of power toward entertainment content providers, already at the cusp
highly lucrative digital streaming deals with Netflix (NFLX 86***), Hulu, Amazon
{AMZN 218***), others. /Tuna N. Amobi, CPA, CFA

November 4, 2011

03:04 pm ET ... S&P KEEPS BUY OPINION ON 'B' SHARES OF CBS CORPORATION
{CBS 24.95%***}: Wa think Q3 results showed steady progress on GBS's plans to
de-risk its model, increasingly exploiting emerging opportunitias away from its
highly eyelical advertising base. With TV stations poised for retransmission
ramp-up and robust political ads in '12, and high-margin streaming deals with
Netflix {NFLX 91%**}, Amazon {AMZN 217***) and Hulu just starting to impact
bottom line, we raise our '11 and '12 EPS estimates by $0.03 and $0.18 to $1.87 and
$2.36. We keep our $32 target price, on a blend of EV/EBITDA, P/E-to-growth,
noting $2.2B pending share buybacks and $1B+ NOLs. /Tuna N. Amobi, CPA, CFA

October 26, 2011

AMZN posts $0.14 vs. $0.51 3 EPS on 44% sales rise. S&P Capital IQ consensus
forecast was $0.25. Sees 04 sales of $16.45B-$18.658, $200M operating loss to
$250M operating income. JP Morgan, Barclays cut target.

October 26, 2011

10:08 am ET ... S&P REITERATES HOLD RECOMMENDATION ON SHARES OF
AMAZON.COM {AMZN 205.56***): O3 EPS of $0.14, vs. $0.51, is $0.12 below our
estimata. Although sales grew 44%, investments in technology and fulfillment
weighed heavily on margins. While AMZN continues to sacrifice profitability in
order to drive sales growth, we remain confident that investments to increase
capacity will pay off over time. We think sales will remain strong near-term,
boosted by Kindle Fire tablet, but are lowering our "11 and '12 EPS forecasts to
$1.35 and $2.50 from $2.02 and $3.48 on continued margin pressure. We are also
cutting our DCF-based target price by $35 to $230. /Michaal Souers

October 26, 2011

09:28 am ET ... AMAZON.COM INC. {AMZN 227.15) UNCHANGED, AMAZON
(AMZN) POSTS 03. JP MORGAN CUTS ESTIMATES, TARGET, KEEPS
OVERWEIGHT... Analyst Doug Anmuth says $10.888 Q3 profitability light as
consolidated segment op. income margins came in at 2.4%. Notes 04 reported
revenue growth guidance of 27%-44% suggests slight acceleration at high end,
but it's still about $1B lighter than expected. Notes revenus growth, profits
continue to diverge, but there is some reason for incremental concem given 03
results, outlook suggest a bit mere deceleration in top line growth and profits are
essentially going to break even in 04. Cuts $1.58 "11 EPS est. to $1.09, $3.07 12 to
$1.99, $251 target to $230. B.Brodie

September 28, 2011

UP 9.09 to 233.30... AMZN launches a seven-inch tablet called the Kindle Fire for
$199, and also introduces three new Kindle products for as low as $79. S&P
Capital 10 raises target, maintains hold. ...

September 28, 2011

11:46 am ET ... S&P REITERATES HOLD RECOMMENDATION ON SHARES OF
AMAZON.COM [AMZN 233.30%**); AMZN launches a 7-inch tablet called the
Kindie Fire for $199, and elso introduces three new Kindle products for as low as
$79. The price points are lower than we anticipated, and we expect these
products to sell very well, possibly pressuring Barnes and Nobile's (BKS 12, Hold)
Nook and Apple’s [AAPL 401, Strong Buy) iPad. While margins will likely shrink,
we think AMZN is pursuing a goal to boost sales of content. We are lowering our
"11and "12 EPS estimates to $2.02 and $3.48 from $2.17 and $3.79, but increasing
our DCF-based target price by $15 to $265. /Michael Souers

September 19, 2011

10:06 am ET ... S&P LOWERS RECOMMENDATION ON SHARES OF AMAZON.COM
TO HOLD FROM BUY [AMZN 235.15%**): After rising over 30% since our upgrade
last month, we think the shares are now fairly valued, trading near our $250
DCF-based target price. We favor AMZN's business model, solid sales execution
and long-term growth opportunities. However, with the shares now trading at
over 60X our '12 EPS estimate of $3.79, we think those factors are already priced
in. We expect continued near-term investments in fulfillment end technology to
weigh on EPS results over the next several quarters, and believe potential state
tax legislation may also crimp profit margins near term. /Michael Souers

September 9, 2011

Amazon.com Inc. announced that on September 8, 2011, the Board of Directors of
the company elected Blake B. Krikorian as a director of the company. Mr.
Krikarian is the founder of id8 Group Haldings.

August 22, 2011

09:44 am ET ... S&P UPGRADES RECOMMENDATIGN ON SHARES OF
AMAZON.COM TO BUY FROM HOLD {AMZN 182.70****): Following & recent 20%
decline, we think AMZN is attractively priced trading well below our $250
DCF-based target price. While wa expect continued near-term investments in
fulfillment and technology to weigh on the bottom line over the next several
quarters, we believe AMZN has a significant opportunity for long-term operating
margin growth. We think industry drivers remain pasitive, with worldwide online
penetration growth and with more people choosing to shop online. In addition,
AMZN's recent sales execution and market share gains have been peerless, in
our opinion. /Michael Souers

August 3, 2011

09:29 am ET ... S&P KEEPS BUY OPINION ON SHARES OF CBS CORP.(CBS
26.28****}: 02 EPS of $0.58, vs. $0.25, beat our $0.39 estimate and Capital 10
consensus of $0.45. We see solid all-around Q2 led by Entertainment and Cable
Networks, plus local broadcasting and outdoor businesses, on strong operating
leverage. We see early success on plans to de-risk business model
{retransmission revenues, digital, int'| TV licensing, local). Despite softer 03 ad
pacings, after robust 2011-12 TV upfront, and with sizable upside on Netflix {NFLX
257, Sell) and Amazon (AMZN 212, Hold) deals, we up our target price by $2 to $32
and note 1.5% vield and share buybacks. /T. Amobi, CPA, CFA

Source: S&P.
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Analysts' Racommendations Wall Steet Consensus Opinion

Mortthly Average Trend Buy Bupbod  Hold  WeakHald  Sall  NoOpinlon  AMZN Trend BUYMOLD
[] BH M wWH B [—

Wall Strest Averaga Companies Offering Coverage

* l [ Over 30 firms follow this stock; not all firms are
B l displayed.

Argus Research Company
Atlantic Equities LLP
BWS Financial In¢.
Number of Analysts Foliowing Stock Barclays Capital

= BofA Merrill Lynch

0 Canaccord Genuity

Caris & Company
Citigroup Inc

a Collins Stewart LLC
l l_ I Cowen and Company, LLC
= o o Ta— e = —— = Credit Suisse

Stock Prica {§) Daiwa Securities Capital Markets Co. Ltd.
Daiwa Securities America Inc.
Day By Day

200 Vg Deutsche Bank

FBR Capitai Markets & Co.

150 First Global Stockbroking {P) Ltd.
Gleacher & Company, Inc.

100 W A M 1 4 A s o n b 3 Goldman Sachs

JMP Securities

2 . ___— JP Morgan

Janney Montgomery Scott LLC
Jefferias & Company, Inc.

KGI Securities Co. Ltd.

No. of Ratings % ofTotal 1 Mo. Priar 3 Mos. Prior Kaufman Bros., LP.

0f the total 55 companiss following AMZN, 44 analysts currently publish recommendations.

Buy 18 # 17 14 Lazard Capital Markets
Buy/Hold 7 16 7 5 MKM Partners LLC
Hold 16 36 16 14 Macquarie Research
Weak Hold 0 0 0 0 Maxim Group
Sell 1 2 1 1 McAdams Wright Ragen
No Opinion 2 5 2 2
Total 4 100 43 k]
Wall Street Consensus Estimates Wall Strest Consansus vs. Performance
. For fiscal year 2011, analysts estimate that AMZN
Estimates 2011 2012 will earn $1.19. For the 3rd quarter of fiscal year
& 2011, AMZN announced earnings per share of
mrrmede el $0.14, representing 12% of the total annual
4 - B 1 L e estimate. For fiscal year 2012, analysts estimate
"""""""""" e that AMZN's sarnings per share will grow by 54%
2 e Wi = Y 1 )
0 8 [+] N D J F M A M 4 J A 8 Q N D Jd
2010 201
Fiscal Years Avg Est. High Est. Low Est. #of Est. Est. P/E
a2 1.83 250 1.14 26 NM
2011 1.19 1.92 0.72 30 NM
2012 vs. 2011 A 54% A 30% A 58% ¥-13% NA
04'12 0.77 1.25 0.35 13 NM
arn 0.19 043 0.03 i NM
0412 vs. 04'1% A 305% A 191% A 1067% ¥ -48% NA
A company's sarnings outlook plays a major part in any investment decigion. Standard & Poor’s organizes the ings astil of aver 2300
Wall Street analysts, end provides their consensys of aarnings over the next two yaars. This graph shows the trend in analyst estimates over
the past 15 months.

Source: S&P, Capital 10 Estimates, Inc.
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Glossary

S&P STARS

Since January 1, 1987, Standard and Poor’s Equity
Research Services has ranked & universe of common
stocks based on a given stock’s potential for future
performance. Under proprietary STARS (STock
Appreciation Ranking System], S&P equity analysts rank
stocks according to thair individual forecast of a stock’s
future total return potential versus the expected total
return of a relevant benchmark {e.g., a regional index
{S&P Asia 50 Index, S&P Furope 350 Index or S&P 500
Index)), based on a 12-month time horizon. STARS was
designed to meet the needs of investors looking to put
their investment decisions in perspactive. Data used to
assist in determining the STARS ranking may be the
result of the analyst’s own models as well as internal
proprietary models resuliing from dynamic data inputs.

S&P 12-Month Target Price

The S&P equity analyst’s projection of the market price a
given security will cammand 12 months hence, based on
@ combination of intrinsic, relative, and private market
valuation metrics, including S&P Fair Value.

Investment Styls Classification

Characterizes the stock as Growth or Valus, and
indicates its capitalization level. Growth is evaluated
along three dimensions (earnings, sales and internal
growth), while Value is evaluated along four dimensions
(book-to-price, cash flow-to-price, dividend yield and
sale-to-price). Growth stocks score higher than the
market avarage on growth dimensions and lower on
velue dimensions. The reverse is true for Value stacks.
Certain stocks are classified as Bland, indicating a
mixture of growth and valua charactaristics and cannot
be classified as purely growth or value.

S&P EPS Estimates

Standard & Poor's earnings per share {EPS) estimates
reflect analyst projactions of future EPS from continuing
operations, and generally exclude various items that are
viewed ag special, non-recurring, or extracrdinary. Also,
S&P EPS estimates reflect either forecasts of S&P equity
analysts; or, the consensus {average) EPS estimate,
which are independently compiled by Capital 1G, a data
provider to Standard & Poor's Equity Research. Among
the items typically excluded from EPS estimates are
asset sale gains; impairment, restructuring or
merger-related charges; lepal and insurancs
settlements; in process research and development
expenses; gains or losses on the extinguishment of dabt;
the cumulative effect of eccounting changes; and
gamings related to operations that have been classified
by the company as digcantinued. The inclusion of some
iterns, such as stock option expense and recurring types
of other charges, may vary, and depend on such factors
as industry practice, analyst judgment, and the extent to
which some types of data is disclosed by companies.

S&P Core Earnings

Standard & Poor's Core Earnings is a uniform
methodology for adjusting operating eamings by
focusing on a company's aftar-tax earnings generatad
from its principal businesses. Included in the Standard &
Paor's definition are employee stock option grant
expenses, pension costs, restructuring charges frem
ongoing operations, write-downs of depreciable or
amortizable oparating essets, purchased research and
development, M&A related expenses and unrealized
gains/losses from hedging activities. Excluded from the
definition are pension gains, impairment of goodwill
charges, gains or losses from asset sales, reversal of
prior-year charges and provision from litigation or
insurance setiiements.

Qualitative Risk Assessment

The S&P equity analyst’s view of a given company’s
operational risk, or the risk of a firm’s ability to continue
as an angoing concern, The Oualitative Risk Assessment

is a relativa ranking to the S&P U.S. STARS universa, and
should be reflective of risk factors related to a
company's operations, as opposed to risk and volatility
measures associated with share prices.

Quantitative Evaluations

In contrast to our qualitative STARS recommendations,
which are assigned by S&P analysts, the quantitative
evaluetions described below are derived from
proprietary arithmetic medels. These computer-driven
evaluations may at times contradict an analyst's
qualitative assessment of a stock. One primary reason
for this is that different measures are used to determine
each. For instance, when designating STARS, S&P
analysts assess many factors that cannot be reflected in
a model, such as risks and opportunities, management
changes, racent competitive shifts, patent expiration,
litigation risk, etc.

S&P Quality Ranking

Growth and stability of earnings 2nd dividends are
deemed key elements in establishing S&P's Quality
Renkings for common stocks, which are designed to
capsulize the nature of this record in a single symbal. It
should be noted, however, that the process also takes
into consideration certsin adjustments and maodifications
deemed desirable in establishing such rankings. The
final score for each stock is measured against a scoring
matrix determined by analysis of the scores of & large
and representative sample of stocks. The range of
scores in the array of this sample has been alignad with
the following ladder of rankings:

A+ Highest B Below Average
A High B- Lower

A-  Above Average C lowest

B+ Average D InReorganization

NR Not Ranked

S&P Fair Value Rank

Using S&P's exclusive propristary quantitative model,
stocks are ranked in one of five groups, ranging from
Group 5, listing the most undervaluad stoeks, to Group 1,
the most overvalued issues. Group 5 stocks are expected
to ganerally outparform all others. A positive (+) or
nagative {-) Timing Index is placed next to the Fair Value
ranking to further aid the selection process. A stock with
a (+} added to the Fair Value Rank simply maans that this
stock has & somewhat better chance to outperform other
stocks with the same Fair Value Rank. A stock with a (-]
has a somewhat lesser chance to outperform other
stocks with the sama Fair Value Rank. The Fair Value
rankings imply the following: 5-Stock is significantly
undervalued; 4-Stock is moderately undervalued; 3-Stock
is fairly valued; 2-Stock is modestly overvalued; 1-Stock
is significantly overvaluad.

S&P Fair Value Calculation

The price at which a stock should trade at, according to
S&P's proprietary quantitative model that incorporates
both actual and estimated variables {as opposed to only
actual variables in the case of S&P Quality Ranking}.
Relying heavily on a company's actual return on equity,
the S&P Fair Value mode! places a value on a security
based on placing a formula-derived price-to-hook
multiple on a company's consensus earnings per share
estimata.

Insider Activity

Gives an insight as to insider sentimsnt by showing
whether directors, officers and key employees who have
proprietary information not available to the genaral
public, are buying or selling the company’s stock during
the most recent six months.

Funds From Operations FFO

FFO is Funds from Oparations and aqual to a REIT's net
income, excluding gains or losses from sales of property,
plus real estate depraciation.

Investability Quotient {IQ)
The iQ is a measure of investment desirability. It serves

as an indicator of potential medivm-to-long tarm return
and as a caution against downside risk. The measure
takes into account variables such as technical
indicators, earnings estimates, liquidity, financial ratios
and selected S&P proprietary measures.

S&P's 10 Rationale:
Amazon.com Inc

Raw Score Max Value
Proprietary S&F Measures 10 115
Technical Indicators 1) a4
Liquidity/Volatility Measures 20 20
Ouantitative Measures 18 75
10 Total 76
Volatility

Rates the volatility of the stack’s price over the past year.

Tochnical Eveluation

In ressarching the past market history of prices and
trading volume for each company, S&P's computer
maodels apply spacial tachnical methods and formulas to
identify and project price trends for the stock.

Relative Strength Rank

Shows, on a scale of 110 99, how the stock has
performed versus all other companies in S&P's universe
on a ralling 13-week basis.

Global Industry Classification Standard {GICS)

An industry classification standard, developed by
Standard & Poor's in collaboration with Morgan Stanley
Capital International (MSCI). GICS is currently comprised
of 10 Sectors, 24 Industry Groups, 68 Industries, and 154
Sub-Industries.

S&P Issuer Credit Rating

A Standard & Poor's Issuer Gredit Rating is a current
opinion of an obligor’s overall financial capacity [its
creditworthiness) to pay its financial obligations. This
opinion focuses on the obliger's capacity and willingness
to mest its financial commitments as they come due. It
does not apply to any specific financial obligation, as it
does not take into account the nature of and provisions
of the obligation, its standing in bankruptcy or liquidation,
statutory preferences, or the legality and enforceability
of the obligation. In addition, it does not take into
account the creditworthiness of the guarantors, insurers,
or other forms of credit enhancemant on tha obligation.
The Issuer Credit Rating is not a recommendation to
purchase, sell, or hold a financial obligation issued by an
obligor, as it does not commant on market price or
suitability for a particular investor. [ssuer Credit Ratings
are based on current information furnished by obligors or
obtained by Standard & Poor's from other sources it
econsiders reliable. Standard & Poor’s does not perform
an audit in connection with any Issuer Credit Rating and
may, on occasion, rely on unaudited financial
information, lssuer Credit Ratings may ba changed,
suspended, or withdrawn as a rasult of changes in, or
unavailability of, such infermation, or besed on other
circumstances.

Exchange Type

ASE - American Stock Exchange; AU - Australia Stock
Exchange; BB - Bulletin Board; NGM - Nasdaq Global
Market; NNM - Nasdag Global Select Market; NSC -
Nasdaq Capital Markets; NYS - Naw York Stock
Exchange; OTN - Other OTC (Over the Counter}; 0TC -
Dvar the Counter; OB - QTCEB; QX - DTCOX; TS - Toronto
Stock Exchangs; XV - TSX Venture Exchange; NEX -
NEX Exchange,

S&P Equity Research Services

Standard & Poor's Equity Research Servicas U.S.
includes Standard & Poor’s Investment Advisory
Services LLC; Standard & Poor's Equity Research
Services Europe includes McGraw-Hill Financial
Ressarch Evrope Limited trading as Standard & Poar's;
Stendard & Poor's Equity Research Services Asia
includes Standard & Poor's LLC's offices in Singapore,

Redigtribution or rapreduetion is prohibited witheut written parmission. Copyright @ 2012 Standard & Poor's Financial Sarvices LLC,
STANDARD & POOA'S, S&P S&P 500, S&P Eurape 350 and STARS are ragisterad trademarks of Standard & Poor’s Financial Services LLC.
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Standard & Poor's Investment Advisory Servicas {HK)
Limited in Hong Kong, Standard & Poor’s Malaysia Sdn
Bhd, and Standard & Poor’s Informaticn Services
{Australia) Pty Ltd,

Abbreviations Usad in S&P Equity Research Reports
CAGR- Compound Annual Growth Rate; CAPEX- Capital
Expenditures; CY- Calendar Year; DCF- Discounted Cash
Flow; EB{T- Earnings Befare interest and Taxes; EBITDA-
Earnings Before Interast, Taxes, Depreciation and
Amortization; EPS- Earnings Per Share; EV- Entarprisa
Vaiue; FCF- Free Cash Flow; FFO- Funds From Dperations;
FY- Fiscal Yoear; P/E- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; PV- Prasent Value; R&D- Research
& Development; ROE- Return an Equity; ROI- Return on
Investmant; ROIC- Return on Invested Capital; ROA-
Return on Assets; SG&A- Selling, Genaral &
Administrative Expenses; WACC- Weighted Average
Cost of Capital

Dividends on American Depository Receipts (ADRs) and
American Depository Shares {ADSs) are net of taxes
{paid in the country of origin).

Required Disclosures

In contrast to the qualitative STARS recommeandations
covered in this report, which are determined and
assignad by S&P equity anaiysts, S&P’s quantitative
evaluations are derived from S&P's proprietary Fair
Value quantitative model. In particular, the Fair Vaiue
Ranking methadology is a relative ranking methodology,
whereas the STARS methadology is not. Because the
Fair Value model and the STARS mathodology reflect
diffarent criteria, assumptions and analytical methods,
quantitative evaluations may at times differ from (or even
contradict) an aquity analyst’s STARS recommendations.
As s quantitative model, Fair Value relies on history and
consensus estimates and does not introduce an alement
of subjectivity as can ba the case with equity analysts in
assigning STARS recammendations.

S&P Global STARS Distribution

In North America: As of December 31, 2011, research
analysts at Standard & Poor's Equity Research Services
North America recommended 38.1% of issuers with buy
racommendations, 57.4% with hold recommendations
and 3.5% with sell recommendations,

In Europe: As of Dacember 31, 2011, research analysts at
Standard & Poor's Equity Research Services Eurape
recommendad 31.5% of issusrs with buy
recommendations, 50.6% with hold recommandations
and 17.9% with sall recommendations.

In Asia: As of December 37, 2011, research analysts at
Standerd & Poor's Equity Research Services Asia
recommended 43.8% of issuers with buy
racommendetions, §1.0% with hold recommendations
and 5.2% with sell recommend ations.

Globally: As of December 31, 2011, research analysts at
Standard & Poor's Equity Research Services globally
recommended 38.3% of issuars with buy
recommendations, 55.7% with hold recommendations
and 5.0% with sell recommendations,

Jedede ik 5-STARS (Strong Buy): Total return is
expected to outperform the total return of a relevant
benchmark, by a wide margin over the coming 12
months, with shares rising in price on an absolute basis.

Sk Ak 4-STARS (Buy): Total return is expacted to
outperform the total return of a relevant benchmark over
the coming 12 months, with shares rising in price on en
absolute basis.

Yok 3-STARS {Hold): Total return is expected to
closely approximate the total return of a relevant
banchmark over the coming 12 months, with shares
generally rising in price on an absolute basis.

Yo 2-STARS (Sall): Total return is expected to

underparform the total return of a relevant banchmark
over the coming 12 months, and the share price not
anticipated to show a gain.

* 1-STARS (Strong Sell): Total return is
expected to underparform the total return of & relevant
banchmark by a wide margin over the coming 12 months,
with shares falling in price on an absolute basis,

Relevant benchmarks: In North Amarica the relevant
benchmark is the S&P 500 Index, in Europe and in Asia,
tha ralavant benchmarks are generally the S&P Europe
350 Index and the S&P Asia 50 Index.

For All Regions: All of the views expressed in this
research report accurately reflect tha research analyst's
personal views ragarding any and all of the subject
securities or issuers, No part of analyst compensation
was, is, or will be directly or indirectly, related to the
specific recommandations or views expressed in this
research report.

S&P Global Quantitative Recommendations Distribution

In Europe: As of December 31, 2011, Standerd & Poor's
Quantitative Sarvices Europe recommendad 48.0% of
issuers with buy recommendations, 20.0% with hold
recommendations and 31.0% with sell recommendations.

In Asia: As of December 31, 2011, Standard & Poor's
{luantitative Services Asia racommended 43.8% of
issuers with buy recommendations, 20.0% with hold
recommendations and 31.0% with sell recommandations.

Globally: As of December 31, 2011, Standard & Poor's
Quantitative Services globally recommended 45.0% of
issuers with buy recommendations, 20.0% with hold
racommendations and 34.0% with sell recommendations.

Additional information is available upon request,

Other Disclosures

This report has been prepared and issued by Standard &
Poor's and/or ane of its affiliates, in the United States,
research reports are prapared by Standard & Poor's
Investment Advisory Services LLC {"SPIAS"}. Inthe
Unitad States, research reports are issued by Standard
& Poor's ("S&P"); in the United Kingdom by MeGraw-Hill
Financial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
trades as Standard & Poor's; in Hong Kong by Standard
& Poor's Investment Advisory Services (HX] Limited,
which is regutated by the Hong Kong Securities Futures
Cormission; in Singapore by Standard & Poor's LLC,
which is regulated by tha Monetary Authority of
Singapore; in Malaysia by Standard & Poor's Malaysia
Sdn Bhd {"S&PM"), which is regulated by the Securities
Commission; in Australia by Standard & Poor's
Informatien Services {Australia) Pty Ltd {"SPIS"), which is
regulated by the Australian Securities & Invastments
Commission; and in Korea by SPIAS, which is also
registared in Korea as a cross-border investment
advisory company.

The research and analytical services performad by
SPIAS, McGraw-Hill Financial Research Europe Limited,
S&PM, and SPIS are each conducted separately from
any other analytical activity of Standard & Poor's.

Standard & Poor's or an affiliate may license certain
intellactusl property or provide pricing or other services
to, or otherwise have a financial interast in, certain
issuers of securitias, including exchanga-traded
investments whose investment objactive is to
substantially replicate the returns of a propristary
Standard & Poor's index, such as the S&P 500. In cases
where Standard & Poor's or an affiliate is paid fees that
are tied to the amount of assats that are invested in the
fund or the volume of trading activity in the fund,
investment in the fund will generally result in Standard &
Paor's or an affiliate earning compensation in addition to

the subscription faes or other compensation for services
rendered by Standard & Poor's, A reference to a
particular investment or security by Standard & Poor's
and one of its affifiates is not a racommendation ta buy,
sall, or hold such investment or security, nor is it
considered to be invastment advice.

Indexes are unmanaged, statistical composites and their
returns do not inchrde paymant of any sales charges or
fees an investor would pay to purchase the securities
they represent. Such costs would lower performance. It
is not possible to invast directly in an indax.

Standard & Poor's and its affiliates provide a widae range
of services to, or relating to, many organizations,
incleding issuers of securities, investment advisers,
broker-dealers, investment banks, other financial
institutions and financial intermediariss, and accordingly
may raceive fees or othar economic benefits from those
arganizations, including organizations whose securities
or services they may recommend, rate, include in model
portfolios, avaluate or otherwise addrass.

S&P Capital 10 and/for ong of its affiliates has parformed
services for and received compensation from this
company during the past twelve months.

Disclaimers

With respect to reports issued to clients in Japan and in
the case of inconsistencies between the English and
Japanese version of a report, the English version
prevails. With respact to reparts issued to clients in
German and in the case of inconsistancies between the
English and German version of 8 raport, the English
version prevails, Neither S&P nor its affiliates guarantee
the accuracy of the translation. Assumptions, opinions
and estimates constitute our judgment a5 of the date of
this material and are subject to changa without notice.
Past perfarmance is not necessarily indicative of future
resuits.

Standard & Poor's, its affiliates, and any third-party
providers, as well as their directors, officers,
shareholders, employees, or agents (collectively S&P
Parties) do not guarantes the accuracy, completenass or
adequacy of this material, and S&P Parties shall have no
liability for any errors, omissions, or interruptions therein,
regardless of the cause, or for the results obtained from
the usa of the information provided by the S&P Parties.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
T0, ANY WARRANTIES OF MERCHANTABILITY,
SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shali S&P Parties ba liabla to any
party for any direct, indirect, incidental, axemplary,
compensatory, punitive, special or consequential
damages, costs, expenses, legal fess, or losses
{including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of the
information contained in this document even if advised of
the possibility of such damages. Capital §Q is a business
of Standard & Poor's.

Ratings from Standard & Poor's Ratings Services are
statements of opinion as of the date they are expressed
and not statemants of fact or recommendations to
purchase, hold, or sell any securities or to make any
investment decisions. Standard & Poor's assumes no
obligation to update its opinions following publicatian in
any form or format, Standard & Poor's ratings should not
be reliad on and are not substitutes for the skill,
judgment and experience of the user, its management,
employees, advisors and/or clisnts whan making
investment and other business decisions. Stendard &
Poor’s rating apinions de not address the suitability of
any security, Standard & Poor's does notact as &
fiduciary. While Standard & Poor’s has obtainad
information from sources it beliaves to be reliabls,
Standard & Poor's does not perform an audit and

Redistribution or reproduction is prohibited without written permission. Copyright © 2012 Standard & Paor's Financial Services LLG.
STANDARD & POOR'S, S&F. S&P 500, S&P Europe 350 and STARS are registerad tradamarks of Standard & Poor's Financial Services LLC.

mFMfﬁfﬂW HI'"_.E'nr!illrlulli:_-:




Stock Report | January 28, 2012 | NNM Symbol: AMZN
Amazon.com Inc

STANDARD
&POOR’S

undertakes no duty of dua diligence or indepandant
verification of any information it receives.

Stendard & Poor's keeps certain activities of its business
units separate from aach other in order to preserve the
independence and objectivity of thair respective
activities. As a result, certain business units of Standard
& Paor’s may have information that is not available to
other Standard & Poor's business units. Standard &
Poor's has established policies and procedures to
maintain the confidentiality of certain non-public
Information received in connection with each analytical
pracess.

Standard & Poor's Ratings Services did not participats in
the development of this report. Standard & Poor's may
receive compensation for its ratings and certain
credit-related analyses, normally from issuers or
undarwriters of securities or from obligors. Standard &
Poor’s reserves the right to disseminate its opinions and
analyses. Standard & Poor's public ratings and analyses
are made available on its Web sites,
www.standardandpoors.com {free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com
{subscription), and may be distributed through other
means, including via Standard & Poor’s publications and
third-party redistributors. Additional information about
our ratings fees is available at
www.standardandpoors.com/usratingsfees.

This material is not intended as an offer or solicitation for
the purchase or sale of any security or other financial
instrument. Securities, financial instruments or
strategies menticned herein may not be suitabla for all
investors. Any opinions expressed herein ara given in
good faith, are subject to change without notice, and are
only current as of the stated date of their issue. Prices,
values, or income from any sacurities or investments
mentioned in this report may fall against the interasts of
the investor and the investor may get back less than the
amount investad. Where an investment is describad as
being likely te yield incame, please note that the amount
of income that the investor will receive from such an
investment may fluctuate. Whers an investment or
security is denominated in a different currency to the
investor's currency of reference, changes in rates of
exchange may have an adverse effect on the value, price
or income of or from that investment ta the investor. The
information contained in this raport does not constitute
advice on the tax censequences of meking any particular
investment decision. This material is not intended for any
spacific investor and doas not take into account your
particular investment objactives, financial situations or
needs and is not intended as a recommandation of
particular securities, financial instruments or strategies
1o you, Before acting on any recommendation in this
material, you should consider whether it is suitable for
your particular circumstances end, if necessary, seek
professional advice.

This document does not constitute an offer of services in
jurisdictions where Standard & Poor's or its affiliates do
not have the necessary licenses.

For residents of the U.K. - This reportis only directed at
and should only be relied on by persons outside of the
United Kingdom or persons who are inside the United
Kingdom and who hava professional experience in
matters relating to investments or who are high net
worth persons, as defined in Article T95) or Article 49{2)
{8} to {d) of the Financial Servicas and Markets Act 2000
{Financial Promation) Order 2005, respectivaly.

For residents of Singapere - Anything herein that may be
construed as a recommendation is intended for general
circulation and does nottake into account the specific

investment abjectives, financial situation or particular
needs of any particular person. Advice should be sought
from a financial adviser regarding the suitability of an
investment, taking into account the spacific investment
objectivas, financial situation or particular needs of any
person in receipt of the recommendation, befora the
person makes a commitment fo purchase the investment
product,

For residents of Malaysia - All queries in relation to this
raport should be referrad to Ching Wah Tam.

For residents of Indenesia - This research report doses
not constitute an offering document and it should not be
construed as an offer of securities in Indonesia, and that
any such securities will only be offered or sold through a
financial institution,

For rasidents of the Philippines - The securities being
offered or sald have not been registered with the
Securities and Exchange Commission under the
Securitios Regulation Code of the Philippines. Any future
offer or sale thereof is subject to registration
requirements under the Code unless such offer or sale
qualifies as an exempt transaction,

U.S. STARS Cumulative Model Performance
Hypothetical Growth Due to Price Appreciation of $100
For the Period 12/31/1986 through 12/31/2011
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The performance above reprasents only the results of
Standard & Poor's model portiolios. Model performance
has inhergnt limitations. Standard & Poor's maintaing the
models and calculates the model perfarmance shown,
but dess not manage actual assets. The U.S. STARS
model performance chart is only an illustration of
Standard & Poor’s (S&F) research; it shows how LS.
comman stocks, ADRs [American Depositery Receipts)
and ADSs (American Depositary Sharas), collectivaly
“equities”, that recaived particular STARS rankings
parformed, STARS categories are modals only; they sre
not ¢ollective investment funds. The STARS performance
does not show how any actual portfolio has performed.
STARS modal performance does not rapresent the
results of actual trading of investor assets. Thus, the
mode| performance shown does not raflact the impact
that material aconomic and market fagtors might have
had on decision-making if actual investor money had
been managed. Performance is calculated using a
time-weighted rata of return. While model performance
for some or all STARS categories performed better than
the S&P 500 for the period shown, the performance
during any shorter pariod may not hava, and there is no
assurance that they wil! parform better than the S&P 500
inthe future. STARS does not take into account any
particular investment objective, financial situation or
need and s not interded as an investment
recommendation or strategy. Investments based on tha
STARS methodology may lose money. High returns are
not nacessarily the norm and there is no assurance that
they can be sustained. Past model performance of
STARS is no guarantee of future parformance,

For model performance calcutation purposes, the
equities within each STARS category st December 31,

1986 were aqually weightad. Thereafter, additions to the
compaosition of the equities in aach STARS category are
made atthe sverage value of the STARS category at the
preceding month end with no rebalancing, Deletions are
made gt the closing price of the day that the deletion is
made, Performance was calculated from inception
through March 31, 2003 on a monthly basis. Thereafter,
parformance is calculated daily. Equities in each STARS
category will change over time, and some or all ofthe
equities that received STARS rankings during the time
period shown may not have maintained their STARS
ranking during the entira period.

The model performance does net consider taxes and
brokerage commissions, nar does it reflect the deduction
of any advisory or other fees charged by advisors or
othsr parties that investors will incur when their
accounts are managed in accordance with the modals,
Tha imposition of these fees and charges would cause
actugl performance to be iower than the performance
shown. For example, if a mode! returned 10 percent on a
$100,000 investment for a 12-month period {or $10,000)
and an annual asset-based fee of 1.5 percent were
imposed atthe end of the pariod {or $1,650), the net
return would be 8.35 percent (or $8,350) far the year.
Ovar 3 years, an annual 1.5% fee taken at year end with
an assumed 10% return per year would resultin a
cumulative gross return of 33.1%, a total fee of $5,375
and a cumulative net return of 27,2% (or $27,200). Fees
deductead on a frequency other than annual would result
in a different cumulative net return in the praceding
example.

The Standard & Poor's 500 index is the benchmark for
U.S. STARS. Tha S&P 500 index is cafculated in LS.
dollars and does not take into account the reinvestment
of dividends. Indexes are unmanaged, statistical
composites and their returns do nat include paymant of
any sales charges or feas an investor would pay to
purchese the securities they reprasent. Such costs
would lower parformance. It is not possible to invest
directly in an index. The S&P 500 index includes a
differant number of constituents and has different risk
characteristics than tha STARS equities, Some of the
STARS equities may have been included in the S&P 500
index for same (but net necessarily all) of the period
cavered in the chart, and some such equities may not
hava baen jncluded at all. The S&P 500 excludes ADRs
and ADSs. The methadology for calculating the return of
the S&P 500 index differs from the methodology of
calculating the return for STARS. Past perfarmance of
the S&P 500 inde:x is no guarantee of future
performance.

An investment bazed upon the models should only ba
made after consulting with a financial advisor and with
an understending of the risks associated with any
investment in securities, including, but nat limited to,
market risk, currency risk, political and credit risks, the
risk of economic recession and the risk that issuers of
sacurities or general stock market conditions may
waorsen, over time, Foreign investing involves certain
risks, including currency fluctuations and controls,
restrictions on foreign investments, less governmental
supervision and regulation, less liguidity and the
potential for market volatility and political instability. As
with any investment, investment returns and principal
value will fluctuate, so that whan redeemed, an
investor's sharas may be worth more or lass than their
original cost,

For residents of Australia — This report is distributed by
Standard & Poor's Information Services {Australia) Pty
Ltd ("SPIS") in Australia. The entirety of this report is
approved by Mike Fink, who has reviewed and
authorised its content as at the date of publication.

Any express or implied cpinion contgined in this raport is
limited to "General Advice" and based solely on
cansideration of the investment marits of the finencial
productis] alone. The information in this report has not
been prapared for use by retaif investors and has been
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prepared without taking account of any particular
persan's financial or investment objectives, financial
situation or needs. Before acting on any advice, any
person using the advice should corsider its
appropriateness having regard to their own or their
clients' objectives, financial situation and needs. You
should obtain a Product Disclosure Statement relating to
the product and consider the statement before making
any decision or recommendation ahout whether to
acquire the product. Each gpinion must be waighed
solely as one factor in any investment decision made hy
or on bahalf of any adviser and eny such advisar must
accardingly make their own assessmant taking into
account an individua!'s particular circumstanges,
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Services Guide for more information at
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City of Troy
Employees Retirement System
Portfolio Analysis
December 31 2011
Total Cost Basis = 143,541,857

1.6%
‘ ™ Cash $7,565,776
@ Corporate Bonds $13,152,343
» Common Stock $65,333,312
® Government Securities $14,403,944
M Mutual Funds $40,837,714

~ Preferred Stock $2,248,768




CITY OF TROY

EMPLOYEE RETIREMENT SYSTEM
MARKET VALUE
12/31/2011

Cash Stocks Pref Stock Mutual Funds Carp Bonds Govt Bonds Optlons Other Total Percent
Wells Fargo 419,939 3,538,760 3,953,699 2.18%
UBS Grant - Regular 8,734,527 31,006,052 13,781,598 9,098,666 718,713 (49,364} 476,897 63,767,090 35.16%
UBS Grant - NAIC 101,344 9,932,258 10,033,602 5.53%
UBS Jones - Regular (72) 16,576,341 16,576,269 9.14%
UBS Jones - Equities 740,416 9,907,558 10,647,974 5.87%
Fidelity 1,325,884 26,219,720 1,109,449 4,744,617 (47,320) 33,362,350 18.39%
Morgan Stanley 3,888,383 20,879,324 1,409,200 842,171 12,180,623 (3,840) 49,471 39,245,332 21.64%
City Funds 115,954 3,667,894 3,783,848 2.09%
Total 15,220,420 101,599,627 1,409,200 35,977,453 13,843,282 12,899,336 {100,524) 526,368 181,375,163 100.00%

_— e ————— e —
Percent 8.39% 56.02% 0.78% 19.84% 7.63% 7.11% -0.06% 0.29% 100.00%



CITY OF TROY MICHIGAN

EMPLOYEE RETIREMENT SYSTEM

CORPORATE BONDS

ACCT#1120.110

December 31, 2011

PUR PUR PUR PAR MAT MAT MAT Julyl, 2011
FUND TYPE LOC YR MO DAY  VALUE NAME RATE YR MO DAY BOOKVALUE DECEMBER TOTAL

731 0 12003 12 18 500,000 AMERICAN GEN FIN CORP 4.625% 2012 12 15 500,000.00 500,000.00
731 0 12002 11 21 297,000 AMERICAN TEL & TEL 9.455% 2022 11 15 293,625.00 293,625.00
731 0 12008 7 14 500,000 ANHEUSER BUSCH 4.700% 2012 4 15 502,480.00 502,480.00
731 0 2 2007 6 18 500,000 ANHEUSER BUSCH 4.700% 2012 4 15 477,322.60 477,322.60
731 0 11992 5 14 600,000 ATLANTIC RICHFIELD 8.250% 2022 2 i 587,250.00 587,250.00
731 0 12010 4 29 120,000 BANK OF AMER INTERNOTES 4.000% 2015 4 15 120,000.00 120,000.00
731 0 12010 4 29 380,000 BANK OF AMER INTERNOTES 4.000% 2015 4 15 380,000.00 380,000.00
731 0 12010 2 19 1,000,000 BANK OF AMER INTRNOTES 4.500% 2017 2 15 1,000,000.00 1,000,000.00
731 0 22008 12 15 450,000 BELLSOUTH CORP. 5.200% 2014 9 15 417,024.00 417,024.00
731 ¢ 12009 12 10 71,216 CIT GROUP 7.000% 2013 5 1 14,625.08 14,625.08
731 0 12009 12 10 52,852 CIT GROUP 7.000% 2014 5 1 46,947.00 0.00
731 0 12009 12 10 106,824 CIT GROUP 7.000% 2014 5 1 27,114.77 0.00
731 0 12009 12 10 52,852 CIT GROUP 7.000% 2015 5 1 46,641.89 46,641.89
731 0 12009 12 10 106,824 CIT GROUP 7.000% 2015 5 1 54,272,18 94,272,18
731 0 12009 12 10 88,086 CIT GROUP 7.000% 2016 5 1 75,313.53 75,313.53
731 ¢ 12009 12 10 178,041 CIT GROUP 7.000% 2016 5 1 152,225.05 152,225.05
731 0 12009 12 10 123,321 CIT GROUP 7.000% 2017 5 1 102,973.03 102,973.03
731 0 132009 12 10 249,257 CIT GROUP 7.000% 2017 5 1 208,129.59 208,129.59
731 0 22009 12 10 53,114 CIT GROUP 7.000% 2014 5 1 29,150.30 0.00
731 ¢ 22009 12 10 53,114 CIT GROUP 7.000% 2015 5 1 53,114.00 53,114.00
731 0 22009 12 10 88,523 CIT GROUP 7.000% 2016 5 1 88,523.00 88,523.00
731 0 22009 12 10 123,933 CIT GROUP 7.000% 2017 5 1 123,933.00 123,933.00
731 0 2 1986 3 20 300,000 COMPREHENSIVE CARE 7.500% 2010 4 15 117,000.00 117,000.00
731 0 2 2008 g 21 500,000 DOW CHEMICAL 5.600% 2013 8 15 500,000.00 0.00
3 0 1199 5 30 200,000 FORD HOLDINGS 9.375% 2020 3 1 195,375.00 195,375.00
731 0 1 2008 5 22 500,000 GE CAPITAL INTERNOTES 4.150% 2012 5 15 500,000.00 500,000.00
731 0 2 2007 6 18 500,000 GENWORTH FIN'L 5.650% 2012 6 15 496,779.60 496,779.60
731 0 11998 10 20 500,000 GMAC 0.000% 2012 12 1 205,000.00 205,000.00
731 ¢ 12003 4 15 500,000 GMAC 6.750% 2013 a 15 500,000.c0 500,000.00
731 ¢ 2 2008 5 20 500,000 GOLDMAN SACHS 4,750% 2013 7 15 496,724.08 496,724.08
731 0 1 2007 6 21 500,000 HARTFORD LIFE 5.400% 2012 6 15 500,000.00 500,000.00
731 0 21989 6 30 100,000 HECHINGER 5.500% 2012 4 1 85,000.00 85,000.00
731 0 22008 8 21 500,000 HOME DEPOT 5.250% 2013 12 16 483,400.00 483,400.00
731 0 22008 g 21 250,000 INTERNATIONAL PAPER 5.500% 2014 1 15 240,377.50 240,377.50
731 ¢ 12008 7 14 500,000 KRAFT FOODS 6.250% 2012 6 1 518,750.00 518,750.00
731 0 1 2005 2 14 500,000 MERRILL LYNCH NOTES 4.300% 2012 2 14 500,000.00 500,000.00
731 0 12005 11 17 500,000 PRUDENTIAL FINANCE NOTES 6.700% 2015 11 10 500,000.00 500,000.00
731 0 12010 6 15 500,000 ROYAL BANK OF SCOTLAND 4.875% 2015 3 le 494,000.00 494,000.00
731 0 11952 1 16 200,000 TENNESSEE GAS PIPELINE 6.000% 2011 12 15 143,000.00 -143,000.00 0.00



PUR PUR PUR PAR MAT MAT MAT  luly1, 2011
FUND TYPE LOC YR MO DAY VALUE NAME RATE YR MO DAY BOQOKVALUE DECEMBER TOTAL

731 0 1 2008 7 14 500,000 VERIZON NEW JERSEY 5.875% 2012 1 17 515,900.00 515,900.00

731 0 2 2005 7 19 500,000 WASHINGTON MUTUAL 4.000% 2009 1 i5 494,375.00 494,375.00

731 0 22007 10 15 1,000,000 WASHINGTON MUTUAL 4.200% 2010 1 15 969,100.00 969,100.00

731 0 22008 12 15 500,000 WESTERN UNION 5.400% 2011 11 17 486,385.00 0.00

731 0 1199 2 21 300,000 YORK, PA 0.000% 2012 2 1 103,110.00 103,110.00

0.00 0.00

0.00 0.00

TOTALS 15,544,957 14,384,940.20  (143,000.00) 13,152,343.13




CITY OF TROY MICHIGAN

EMPLOYEE RETIREMENT SYSTEM

COMMON STOCK

ACCT# 1120.120

December 31, 2011

PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE

731 4] 2 2004 10 193M 5,000 443,493.23 5,000 443,493.23
731 0 4 2004 8 173MmM 15,000 785,051.12 15,000 785,051.12
731 0 1 2004 5 3 ABBOTT LABS 4,000 174,650.50 £,000 174,650.50
731 a 2 2004 5 20 ABBOTT LABS 1,000 41,493.92 1,000 41,453.92
731 0 3 2006 3 15 ABBOTT LABS 22,000 365,587.49 22,000 365,587.49
731 v] 4 2004 5 & ABBOTT LABS 1,000 31,363.37 1,000 31,363.37
731 0 1 2010 5 18 AECOM TECHNOLOGY 3,000 88,460.70 3,000 88,460.70
731 0 4 2010 2 10 AECOM TECHNOLOGY 5,000 125,940.23 5,000 125,940.23
731 0 1 2008 12 19 AFLAC 7,000 306,067.90 7,000 306,067.50
731 0 2 2004 2 13 AFLAC 19,000 106,928.05 19,000 106,928.05
731 0 3 2004 4 21 AFLAC 6,000 253,431.15 6,000 253,431.15
731 0 3 2008 12 15 ALCOA 10,000 129,882.87 10,000 125,882.87
731 0 1 2010 8 6 ALMOST FAMILY 2,000 54,566.15 2,000 54,566.15
731 0 2 2010 4 20 ALMOST FAMILY 5,000 200,124.66 5,000 200,124.66
731 0 2 2004 10 19 AMGEN INC. 9,900 448,860.42 9,500 448,860.42
731 [+} 1 2010 9 14 APPLE 8,000 1,818,824.27 8,000 1,818,824 .27
731 0 1 2011 9 20 APPLE - - 2,000 784,832.39
731 Q 2 2010 9 14 ARES CAPITAL 5,000 79,468.68 5,000 79,468.68
731 0 2 2008 4 14 AT&T 5,000 189,489.57 5,000 189,489.57
731 v 3 2009 12 15 AT&T 15,000 256,364.87 15,000 256,364.87
73 0 1 2007 4 2 AUTOMATIC DATA PROCESSING 2,000 66,672.80 2,000 66,672.80
731 0 3 2009 8 6 AUTOMATIC DATA PROCESSING 3,000 114,228.86 3,000 114,228.86
731 0 1 2009 12 15 AVON PRODUCTS 5,000 167,594.56 5,000 167,594.56
731 0 2 2010 7 19 BAIDU INC. 2,000 149,051.95 2,000 149,051.95
731 0 2 2011 9 20 BAIDU INC. 3,000 441,577.95
731 0 1 2010 1 20 BANKOF AMERICA 10,000 168,536.26 10,000 168,536.26
731 0 2 2009 11 17 BARDCR 5,000 401,462.03 5,000 401,462.03
731 4] 1 2011 6 14 BED BATH & BEYOND 5,000 269,190.67 5,000 269,190.67
731 0 1 2010 11 17 BIO REFERENCE LAB 2,000 44,318.95 2,000 44,318.95
731 0 3 2010 11 16 BIO REFERENCE LAB 5,000 110,670.39 5,000 110,670.39
731 0 3 2009 9 15 BP AMOCO 5,000 276,165.38 5,000 276,165.38
731 1] 2 2005 1 3 BRADYWH 2,000 34,647.73 2,000 34,647.73
731 0 3 2005 1 3 BRADYWH 2,000 25,858.94 2,000 29,858.94
731 0 4 2009 4 15 BRADYWH 1,000 9,384.25 1,000 9,384.25
731 0 1 2010 5 3 BROADRIDGE FIN'L 4,500 90,752.72 4,500 90,752.72
731 0 1 2010 11 16 BRUKER CORP. 7,000 116,130.55 7,000 116,130.,55
731 L] 3 2009 7 9 CATALYST HEALTH SOLUTIONS 5,000 118,588.81 5,000 118,588,831
731 a 1 2010 9 14 CATERPILLAR 5,000 358,789.35 5,000 358,789.35



PUR PUR PUR July 1, 2011 DECEMSBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE
731 0 1 2011 1 11 CELGENE CORP. 7,000 400,239.30 7,000 400,239.30
731 e 3 2009 1 21 CHESAPEAKE ENERGY 10,000 367,174.92 10,000 367,174.92
731 0 3 2011 9 20 CHESAPEAKE ENERGY 2,000 64,336.59
731 0 1 2009 2 18 CHEVRON 14,000 655,847.78 14,000 655,847.78
731 0 2 2003 9 13 CHEVRON 8,000 284,752.32 8,000 284,752.32
731 0 1 2011 9 20 CHEVRCN 2,900 287,720.25
731 ¢ 2 2000 3 28 CISCO SYSTEMS 2,000 83,364.43 2,000 83,364.43
731 ¢ 3 2003 11 18 CISCOSYSTEMS 18,000 556,738.68 18,000 556,738.68
731 ¢ 1 2009 12 10 CITGROUP 9,162 575,311.83 9,162 575,311.83
731 0 2 2009 12 10 CIT GROUP 3,047 125,655.88 3,047 125,655.88
731 0 1 2009 8 18 CLIFFS NAT RESOURCES 10,000 245,358.26 10,000 245,358.26
731 0 1 2011 9 20 CLIFFS NAT RESOURCES - 2,000 160,709.27
731 0 1 2008 2 1 COACH 5,000 167,542.00 5,000 167,542.00
731 0 4 2007 11 8 COACH 5,000 170,863.50 5,000 170,863.50
731 t] 2 1999 3 16 COCACOLtA 10,000 297,537.86 10,000 297,537.86
731 0 2 2011 9 20 COCA COLA - 2,000 140,243.75
731 0 1 2011 6 10 COGNEX CORP 2,000 67,345.65 2,000 67,345.65
731 0 3 2011 6 7 COGNEX CORP 5,000 169,104.43 5,000 169,104.43
731 o 2 2010 1 20 COLGATE PALMOLIVE 10,000 382,193.91 10,000 382,193.91
731 0 1 2010 1 20 COPANO ENERGY 10,000 298,179.02 10,000 298,179.02
731 0 1 2010 1 20 CORNING 3,000 87,127.85 3,000 87,127.85
731 0 2 2009 11 16 CORNING 7,000 55,480.84 7,000 55,480.84
731 0 2 2010 1 20C8X 8,000 319,538.63 8,000 319,538.63
731 0 2 2011 9 20 CsX - - 2,000 41,984.15
731 0 1 2009 12 15 CULLEN FROST BANKERS 1,000 48,351.53 1,000 43,351.53
731 0 3 2009 11 17 CULLEN FROST BANKERS 5,000 240,511.65 5,000 240,511.65
731 0 3 2011 9 20 CUMMINS, INC. - - 2,000 194,811.59
731 D i 2010 6 14 DANAHER CORP. 16,000 320,532.97 16,000 320,532,597
731 0 2 2010 6 14 DANAHER CORP. 4,000 56,381.63 4,000 56,581.63
731 0 4 2010 6 14 DANAHER CORP. 4,000 109,855.40 4,000 109,855.40
73 0 1 2009 6 30 DARLING INT'L 10,000 66,595.12 10,000 66,595.12
731 0 1 2020 12 22 DECKERS QUTDOOR CORP. 22,000 563,189.63 20,000 511,989.63
731 0 1 2010 10 13 DG FASTCHANNEL 11,000 300,687.73 11,000 300,687.73
731 ¢ 1 2010 2 17 DIAGEO 3,000 192,052.10 3,000 192,052.10
731 0 3 2011 9 30 DIAMOND FOODS, INC. . 5,000 391,490.70
731 0 3 2004 7 19 DIEBOLD 5,000 228,607.62 5,000 228,607,62
731 0 1 2011 6 14 DIRECTV 4,920 236,667.51 4,920 236,667.51
731 0 2 2010 11 16 DIRECTV 2,000 85,607.95 2,000 85,607.95
731 ¢ 7 2009 11 25 DIRECTV 2,080 32,208.18 2,080 32,208.18
731 ¢ 7 2008 9 24 DISCOVERY COMM. 520 5,764.84 520 5,764.84
7321 ¢ 7 2008 9 24 DISCOVERY COMM. A 520 5,764.84 520 5,764.84
731 0 3 2010 1 20 DISNEY, WALT 7,000 169,513.44 7,000 169,513.44
731 o 7 2007 6 13 DISNEY, WALT 3,000 40,911.29 3,000 40,911.29
731 0 2 2003 8 195 DOVER CORP 4,000 149,562.35 4,000 149,562.35



PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE
731 0 3 2003 8 19 DOVER CORP 5,000 186,642.42 5,000 186,642.42
731 0 4 2001 2 6 DOVER CORP 1,000 41,666.33 1,000 41,666.33
731 0 3 2010 9 14 DOW CHEMICAL 15,000 465,181.75 15,000 465,181.75
731 o 1 200 1 29 DUKE ENERGY 400 0.01 400 0.01
731 0 2 2007 1 30 DUKE ENERGY 9,600 44,807.36 9,600 44,807.36
731 ¢ 6 2010 12 16 DUKE ENERGY 3,115 16,453.56 11842 2,351.45 3,233 18,805.01
731 0 1 2010 8 6 EBAY INC. 10,000 333,170.85 10,000 333,170.85
731 0 3 2006 9 5 EBAY INC. 5,000 138,547.45 5,000 138,547.45
731 0 1 2007 10 25 EMCCORP. 23,000 290,546.02 23,000 290,546.02
731 0 2 2005 8 12 EMCCORP. 2,000 27,723.00 2,000 27,723.00
731 0 1 2006 12 12 EMERSON ELECTRIC 4,000 54,240.25 4,000 94,240.25
731 0 2 2007 12 12 EMERSON ELECTRIC 6,000 241,535.45 6,000 241,535.45
731 0 2 2001 7 24 EXXON 4,000 44,343.02 4,000 44,343.02
731 0 4 2002 6 18 EXXON 6,000 61,480.30 6,000 61,480.30
731 0 1 FABRINET 4,000 84,533.90 4,000 84,933.90
731 0 4 FABRINET 5,000 93,588.71 5,000 93,588.71
731 0 1 2005 & 14 FACTSET RESEARCH 5YS 5,000 109,583.23 5,000 109,583.28
731 0 3 2005 2 7 FACTSET RESEARCH 5YS 1,500 26,270.06 1,500 26,270.06
731 0 1 2005 11 14 FASTENAL 4,000 58,125.00 4,000 58,125.00
731 0 2 2005 11 14 FASTENAL 6,000 239,191.69 6,000 239,191.69
731 0 2 2008 7 2 FIDELITY NATIONAL INFO 1,000 27,974.34 1,000 27,974.34
731 0 1 2005 3 15 FISERV 11,000 425,435.14 11,000 425,435.14
731 0 2 2006 3 31 FISERVINC. 3,000 124,067.64 3,000 124,067.64
731 0 4 2005 3 15 FISERVINC. 2,000 76,692.05 2,600 76,692.05
731 ¢ 4 2011 1 11 FLIR SYSTEMS 5,000 147,485.34 5,000 147,485.34
731 0 1 2010 4 20 FLOWER FOODS 5,000 127,229.34 5,000 127,229.34
731 o 2 2009 9 15 FLUOR CORP. 5,000 266,815.15 5,000 266,815.15
731 0 2 2010 12 15 FORD 10,000 167,073.80 10,000 167,073.80
731 0 4 2009 3 10 FOSSIL 5,000 62,562.85 5,000 62,562.85
731 0 1 2008 7 15 FRANKLIN RESOURCES 2,000 175,059.24 2,000 175,059.24
731 0 2 2008 10 5 FRANKLIN RESOURCES 3,000 303,339.45 3,000 303,339.45
731 0 1 2009 9 15 FREEPORT MCMORRAN COPPER 10,000 882,118,37 10,000 882,118.37
731 o 1 2010 5 3 GAMESTOP 4,000 101,408.50 4,000 101,408.50
731 0 3 2009 3 16 GAMESTOP 5,000 126,433.80 5,000 126,433.80
731 0 1 2011 9 20 GAMESTOP - - 1,000 24,452,66
731 0 2 2006 3 30 GENERAL DYNAMICS 4,000 8,497.30 4,000 8,497.30
731 0 4 2006 3 30 GENERAL DYNAMICS 16,000 422,940.64 16,000 422,940.64
731 0 1 2008 7 15 GENERAL ELECTRIC 10,000 357,402.80 10,000 357,402.80
731 0 2 2010 12 15 GENERAL ELECTRIC 5,200 43,941.98 5,200 43,941.98
731 0 7 2000 5 11 GENERAL ELECTRIC 10,800 62,038.24 10,800 62,038.24
731 0 1 2010 6 15 GENERAL MILLS 5,000 190,632.65 5,000 190,632.65
731 0 3 2010 11 23 GENERAL MOTORS 5,000 165,000.00 5,000 165,000.00
731 0 2 GENPACT 5,000 79,583.73 5,000 79,583.73
731 0 2 2008 7 15 GFIGROUP 5,000 38,710.45 5,000 38,710.45



PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE
731 0 1 2010 B 23 GILEAD SCIENCES 7,000 308,721.43 7,000 308,721.43
731 0 3 2007 & 25 GILEAD SCIENCES 10,000 323,035.51 10,000 323,035.51
731 0 1 2005 12 15 GLOBAL PAYMENTS 5,000 233,456.03 5,000 233,456.03
731 6o 7 2006 9 29 GLOBAL PAYMENTS 5,000 194,620.68 5,000 194,620.68
731 o 1 2009 11 17 GOOGLE 1,000 479,740.99 1,000 479,740.99
731 0 2 2009 11 17 GOOGLE 2,000 1,161,211.15 2,000 1,161,211.15
731 0 1 2010 9 14 GREEN MOUNTAIN COFFEE 17,000 473,447.39 17,000 473,447.39
731 0 2 2010 6 15 HALLIBURTON CO. 10,000 159,706.50 8,000 127,765.20
731 0 1 2005 1 19 HARTFORD FINANCIAL SERV. 5,000 337,662.20 5,000 337,662.20
731 0 3 1998 7 16 HARTFORD FINANCIAL SERV. 5,200 53,076.01 5,200 53,076.01
731 ¢ 7 2004 8 16 HARTFORD FINANCIAL SERV. 4,800 292,994.97 4,800 292,994.97
731 0 1 2009 10 20 HCCINSURANCE HOLDINGS 2,000 57,122.57 2,000 57,122.57
731 0 4 2007 11 8 HCC INSURANCE HOLDINGS 5,000 146,487.17 5,000 146,487.17
731 0 3 2010 11 8 HEALTH CARE REIT 7,000 210,076.73 7,000 210,076.73
731 0 1 2009 12 15 HESS CORP. 2,000 112,204.73 2,000 112,204.73
731 0 1 2009 12 15 HILLENBRAND 5,000 97,745.28 5,000 97,745.28
731 0 1 1999 12 6 HONEYWELL INT'L 4,000 73,275.00 (1,000.00) {18,318.75) 3,000 54,956.25
731 0 2 2009 2 18 HONEYWELL INT'L 11,172 320,331.40 11,172 320,331.40
731 0 1 2007 5 22 IDEX CORP 12,750 243,005.25 12,750 243,005.25
731 0 3 2004 6 1 IDEX CORP 2,250 29,507.37 2,250 28,507.37
731 0 2 2010 8 25 INTEL 8,000 173,615.90 8,000 173,615.90
731 ¢ 3 2010 6 15 INT'LGAME TECHNCLOGY 20,000 416,938.17 20,000 416,938.17
731 0 7 2009 1 16 INTUITIVE SURGICAL 5,000 516,251.62 5,000 516,251.62
731 0 2 2005 1 4 ) P MORGAN CHASE & CO 5,000 113,517.80 5,000 113,517.80
731 0 4 2007 11 21 JPMORGAN CHASE & CO 2,000 75,720.82 2,000 75,720.82
731 0 2 2004 1 8 JOHNSCN CONTROLS 6,000 52,142.82 6,000 52,142.82
731 0 1 2010 8 19 JOS A BANK CLOTHIERS 7,500 240,614.49 5,000 154,680.74
731 0 4 2006 11 13 KOHLS CORP. 5,000 369,728.35 5,000 369,728.35
731 0 4 2011 11 20 KOHLS CORP. 5,000 253,860.91
731 ¢ 3 2010 9 14 KRAFT FOODS 5,000 154,406.59 5,000 154,406.59
731 0 2 2008 1 10 LABORATORY CORP AMER HOLD 5,000 373,268.38 5,000 373,268.38
731 0 1 2008 12 19 LABORATORY CORP. 5,000 322,221.10 5,000 322,221.10
731 ¢ 2 2008 7 2 LENDER PROCESSING SERVICE 500 5,045.66 500 5,045.66
731 0 1 2010 2 17 LENNOXINT'L 5,000 210,437.94 5,000 210,437.94
731 0 7 2009 11 20 LIBERTY MEDIA STARZ 208 5,027.51 208 5,027.51
731 0 1 2009 12 15 LKQCORP. 2,000 36,990.75 2,000 36,990.75
731 0 2 2010 11 16 LKQCORP. 3,000 11,090.93 3,000 11,090.93
731 0 2 2003 12 15 MANITOWOC 10,000 150,593.40 10,000 150,593.40
731 0 1 2010 1 20 MCDONALDS 9,000 394,072.97 (900.00} {39,407.30) 8,100 354,665.67
731 0 2 2009 3 16 MCDONALDS 8,000 309,378.45 8,000 309,378.45
731 0 3 2009 & 18 MCDONALDS 5,000 280,865.75 5,000 280,865.75
731 o 1 MCKESSON CORP 5,000 393,168.79 5,000 393,168.79
731 0 1 2011 6 10 MEDCO HEALTH SOLUTIONS 2,000 114,536.45 2,000 114,536.45
731 0 2 2010 8 6 MEDCO HEALTH SOLUTIONS 5,000 238,440.79 5,000 238,440.79



PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE

731 g 1 MEDNAX 2,000 131,968.56 2,000 131,968.56
731 ¢ 3 2011 5 2 MEDNAX 5,000 361,070.85 5,000 361,070.85
731 ¢ 1 2007 8 15 MEDTRONIC 10,000 501,012.30 10,000 501,012.30
731 0 2 2009 11 5 MERCK & CO. 16,147 86,764.12 16,147 86,764.12
731 0 2 2008 11 5 METLER TOLEDO INTL 5,000 386,376.45 5,000 386,376.45
731 0 3 2003 2 18 MICROSOFT 22,546 805,324.31 22,546 805,324.31
731 0 4 2009 4 15 MONSANTO 5,000 457,374.69 5,000 457,374.69
731 0 2 2007 7 2 MORGAN STANLEY 8,340 93,298.72 8,340 93,298.72
731 0 1 2008 7 15 NEUSTAR INC. 4,000 90,011.90 4,000 90,011.90
731 0 2 2008 4 17 NEUSTAR INC. 5,000 132,566.45 5,000 132,566.45
731 ¢ 3 2009 5 19 NEXTERA ENERGY 5,000 277,121.91

731 0 3 2009 9 15 NORFOLK SOUTHERN 5,000 246,207.66 5,000 246,207.66
731 0 3 2011 10 17 NORFOLKSOUTHERN 3,000 203,511.40
731 D 1 2005 6 16 O REILLY AUTOMOTIVE 4,000 72,891.40 4,000 72,891.40
731 0 2 2007 11 21 O REILLY AUTOMOTIVE 4,000 90,304.14 4,000 90,304.14
731 0 4 2005 6 21 O REILLY AUTOMOTIVE 2,000 33,822.50 2,000 33,822.50
731 0 1 2007 6 26 OMNICOM GROUP 12,000 441,425.50 12,000 441,425.50
731 o 2 2007 6 26 OMNICOM GROUP 2,000 79,140.93 2,000 79,140.93
731 0 1 2009 8 18 ONEOK 20,000 654,519.46 17,000 556,341.54
731 0 1 2005 2 15 ORACLE 10,000 131,772.17 10,000 121,772.17
731 0 2 2005 10 17 ORACLE 15,000 125,353.25 15,000 125,353.25
731 0 3 2009 10 20 PANERABREAD 10,000 654,005.63 10,000 654,005.63
731 0 2 2008 7 14 PEABODY ENERGY 5,000 378,864.58 5,000 378,864.58
731 o 3 2008 5 20 PENGROWTH WNERGY 10,000 203,637.46 10,000 203,637.46
731 0 1 2004 8 16 PEPSICO 17,000 384,569.98 17,000 384,569.98
731 0 2 2004 3 12 PEPSICO 8,000 266,686.67 8,000 266,686.67
731 0 7 1997 10 10 PEPSICO 5,000 146,627.70 5,000 146,627.70
731 0 1 2011 10 20 PEPSICO 5,000 312,687.24
731 0 2 2008 5 20 PERKINELMER 5,000 140,405.95 5,000 140,405.95
731 0 1 2010 8 & PERRIGO 1,000 57,499.25 1,000 57,499.25
731 C 2 2010 10 14 PERRIGO 9,000 260,106.42 9,000 260,106.42
721 0 1 2011 10 20 PERRIGO 5,000 497,217.21
731 0 1 2010 5 3 PFIZER 7,000 63,480.04 7,000 63,480.04
731 0 4 2008 6 16 PRIZER 10,000 23,242.20 10,000 23,242.20
731 0 1 2009 9 17 PORTFOLIO RECOVERY ASSOC. 5,000 240,392.99 5,000 240,392.99
731 0 1 2010 6 23 PRAXAIR 12,000 494,275.73 12,000 494,275.73
731 0 4 2008 4 17 PRECISION CASTPARTS 5,000 561,641.16 5,000 561,641.16
731 0 1 2005 10 3 PROCTER GAMBLE 4,875 224,489.81 4,875 224,489.81
731 0 2 2005 10 3 PROCTER GAMBLE 17,750 522,362.51 17,750 522,362.51
731 0 4 2004 6 24 PROCTER GAMBLE 18,000 312,458.83 18,000 312,458.83
3 0 1 2009 4 15 PROGRESS ENERGY 12,000 423,591.57 (2,000.00) (70,598.60) 10,000 352,992.98
731 0 3 2003 11 18 PROGRESS ENERGY 8,000 346,785.36 8,000 346,785.36
731 ¢ 3 2009 10 20 QUALITY SYSTEMS 2,500 36,706.20 5,000 36,706.20
731 1] 3 2010 9 7 REINSURANCE GROUP OF AMER 5,000 230,659.06 5,000 230,659.06



PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE

FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE
731 0 3 2008 5 20 RENESOLA 5,000 117,135.18 5,000 117,135.18
731 0 2 2009 11 17 REPUBLIC SERVICES 5,000 136,304.01 5,000 136,304.01
731 0 1 2010 5 18 RESEARCH IN MOTION 4,000 212,046.50 4,000 212,046.50
73t 0 3 2010 1 13 RESEARCH IN MOTION 5,000 327,864.86 5,000 327,864.86
731 o 7 RESMED 5,000 157,157.54 5,000 157,157.54
731 0 1 2010 4 30 RIGTINTO 20,000 793,333.25 20,000 793,233.25
731 0 1 2005 8 29 ROPER INDUSTRIES 4,000 60,440.25 4,000 60,440.25
731 0 2 2005 8 29 ROPER INDUSTRIES 12,000 410,666.64 12,000 410,666.64
731 0 3 2005 8 29 ROPER INDUSTRIES 4,000 103,723.56 4,000 103,723.56
731 0 1 2008 12 15 SCANACORP 6,000 209,074.08 6,000 209,074.08
731 0 2 2008 1 15 SCANA CORP 4,000 88,111.48 4,000 88,111.48
731 0 2 2006 4 10 SCHLUMBERGER 4,000 145,097.56 4,000 145,097.56
731 0 3 2006 4 10 SCHLUMBERGER 20,000 240,068.30 20,000 240,068.30
731 0 1 2011 1 11 SHIRE 2,000 160,846.10 2,000 160,846.10
731 0 3 2010 12 15 SHIRE 5,000 351,945.37 5,000 351,945.37
731 0 1 1988 12 3 SIGMA ALDRICH 8,000 93,809.75 8,000 93,909.75
731 0 4 2007 1 17 SIGMA ALDRICH 15,000 107,024.84 15,000 107,024.84
731 ] 1 2010 9 14 SMUCKERJM 5,000 295,209.13 5,000 295,209.13
731 o 3 2011 7 13 SODASTREAM - - 5,000 359,589.5%
731 0 1 2009 12 15 SOUTHJERSEY IND. 5,000 187,934.87 5,000 187,934.87
731 0 4 1986 6 26 SOUTHERN COMPANY 14,576 126,472.31 14,576 126,472.31
731 ¢ 1 2010 6 15 SPECTRA ENERGY 5,200 104,441.99 5,200 104,441.99
731 0 2 2010 S 14 SPECTRA ENERGY 13,800 315,533.07 13,800 315,533.07
731 0 6 2010 12 13 SPECTRA ENERGY 1451 38,590.41 28.49 758.51 1,479 39,348.92
731 0 1 2010 6 23 ST. JUDE MEDICAL 6,000 218,368.75 6,000 218,368.75
731 0 2 2009 10 20 ST.JUDE MEDICAL 5,000 167,454.45 5,000 167,454.45
731 [ 2 2005 9 7 STAPLES 5,000 110,520.10 5,000 110,520.10
731 0 a4 2007 8 31 STRATASYS 10,000 147,892.59 10,000 147,892.59
731 0 1 2005 1 14 STRYKER 18,000 233,563.25 18,000 233,563.25
731 o 3 2004 5 17 STRYKER 20,000 95,643.89 20,000 95,643.89
731 ¢ 4 2006 2 15 STRYKER 2,000 95,628.32 2,000 95,628.32
731 0 2 SYNNEX 5,000 167,334.95 5,000 167,334.95
731 0 2 2010 7 15 SYNTELINC. 5,000 179,012.80 5,000 179,012.80
731 ¢] 2 2000 12 21 SYSCO 24,000 207,95151 24,000 207,951.51
731 0 3 2002 1 15 sysco 6,000 120,296.69 6,000 120,296.6%
731 0 3 2010 8 6 T ROWE PRICE GROUP 5,000 251,288.72 5,000 251,288.72
731 0 2 201 9 20 TARGET - 5,000 257,157.95
731 0 2 2009 9 15 TAIWAN SEMICONDUCTOR 5,000 55,263.45 5,000 55,263.45
731 0 1 TESORQ LOGISTICS 100 2,100.00 100 2,100.00
731 0 1 2010 6 23 TEVA PHARMACEUTICALS 22,000 654,397.26 (1,000.00) (29,745.33) 21,000 624,651.93
731 0 3 2004 7 2 TEVA PHARMACEUTICALS 2,000 68,320.60 2,000 68,320.60
731 ¢ 3 2010 7 13 TEXTRON 8,000 63,285.97 8,000 68,285.97
731 0 1 2011 1 11 THORATEC CORP. 5,000 148,140.15 5,000 148,140.15
731 0 3 2008 4 14 TOTAL 5,000 396,646.85 5,000 396,646.85



PUR PUR PUR July 1, 2011 DECEMBER ENDING BALANCE

FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE
731 o 1 2010 9 2 TRACTOR SUPPLY CO. 14,000 183,938.79 14,000 183,938.79
731 0 2 2010 10 20 TRACTOR SUPPLY CO. 6,000 98,706.40 5,000 82,255.33
731 0 3 2009 4 15 TRANSOCEAN LTD SWIZ 20,050 949,413.98 20,050 949,413.98
731 ] 1 2009 5 12 TRUE RELIGION 5,000 109,867.37 5,000 109,867.37
731 0 2 2009 3 27 TRUE RELIGION 5,000 56,159.45 5,000 56,159.45
731 0 2 2007 7 2 TYCO INT'L 1,250 30,028.66 1,250 30,028.66
731 0 4 2007 7 6 TYCO INT'L 2,500 177,272.66 2,500 177,272.66
731 0 2 2009 5 19 UNION PACIFIC 5,000 232,104.24 5,000 232,104.24
731 o 3 2003 3 18 UNITED PARCEL SERVICE 5,000 273,490.10 5,000 273,490.10
731 0 3 2011 10 17 UNITED PARCEL SERVICE 5,000 345,017.28
731 0 2 2010 4 20 UNITED TECHNOLOGIES 10,000 342,469.53 10,000 342,469.53
731 0 3 2005 6 13 UNITED TECHNOLOGIES 7,000 229,628.02 7,000 229,628.02
731 0 2 2008 12 17 URBAN OUTFITTERS 5,000 77,065.25 5,000 77,065.25
731 0 1 2009 5 12 VARIAN MEDICAL SYSTEMS 3,000 105,221.36 3,000 105,221.36
731 0 3 2009 5 12 VARIAN MEDICAL SYSTEMS 5,000 176,963.75 5,000 176,963.75
731 0 3 2010 7 8 VERIZON COMMUNICATIONS 15,420 368,753.13 15,420 368,753.13
731 a 1 2011 1 11 VIsa 5,000 386,135.40 5,000 386,135.40
731 0 3 2010 11 16 VISA 5,000 394,366.14 5,000 394,366.14
731 0 1 2011 11 20VI5A 5,000 471,283.83
731 0 1 2008 11 17 WALGREEN 5,000 196,513.07 5,000 196,513.07
731 ¢ 3 2004 5 17 WALGREEN 10,000 339,582.10 10,000 339,582.10
731 0 Z 2010 4 20 WAL-MART STORES 10,000 538,761.04 10,000 538,761.04
731 0 1 2009 11 17 WASTE MANAGEMENT 5,000 161,333.13 5,000 161,333.13
731 0 2 1999 11 16 WASTE MANAGEMENT 10,000 162,506.96 10,000 162,506.96
731 0 3 2010 10 13 WATERS CORP 5,000 355,229.13 5,000 355,229.13
731 ¢ 3 2011 10 17 WATERS CORP . 5,000 383,988.78
731 1] 1 2010 4 20 WATSCO 5,000 306,014.09 5,000 306,014.09
731 0 2 2010 10 19 WEATHERFORD INT'L 5,000 97,484.43 5,000 97,484.43
731 0 1 2010 5 17 WELLS FARGO 5,000 54,576.32 5,000 54,576.32
731 ¢ 4 2010 2 8 XEROX 10,000 54,140.88 10,000 54,140.38
731 0 1 2007 6 28 YUM BRANDS 45,000 798,648.59 45,000 798,648.59
TOTALS 1,882,149 60,432,625 (4,753) (154,960} 1,931,296 65,333,312
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731 Treas 1 2011 9 130 45,035.54 Unkown 0.002% 2011 10 27 0.00 0.00
731 Treas 12011 11 25 45,034.96 26245 0.001% 2011 12 29 -45,034.96 0.00
731 FNMA 3 2006 1 A 3,696.47 254213 5.000% 2012 1 1 1,447.94 -139.40 0.0
731 Treas 1 2011 8 26 400,000.00 None 0.050% 2012 1 12 0.00 400,000.00
731 GNMA 3 1994 9 26 6,298.17 321387 7.250% 2012 1 15 43.66 0.00
731 MUNI ? 2011 3 9 45,000.00 13066 S.500% 2012 5 1 47,891.70 47,891.70
731 Treas 12011 12 1 20,033.63 Unkown 1.400% 2012 5 24 20,033.63 20,033.63
731 NAVY 1199 11 19 300,000.00 100112 0.000% 2012 10 1 96,912.00 96,912.00
731 NAVY 7 1998 1 16 275,000.00 100112 0.000% 2012 10 1 107,332.50 107,332.50
731 NAVY 1 1998 4 15 121,000.00 100112 6.550% 2012 10 1 47,643.75 47,643.75
731 NAVY 1 1998 6 12 301,000.00 100112 6.350% 2012 10 1 123,109.00 123,109.00
731 NAVY 1 1999 4 16 130,000.00 100112 0.000% 2012 10 1 57,155.80 57,155.80
731 MUNI 3 2011 7 20 10,280.80 New York NY  5.250% 2013 3 15 0.00 10,280.80
731 FNMA 3 2006 1 31 8,353.01 254718 5.000% 2013 4 1 5,516.61 -327.55 3,323.20
731 FNMA 3 2006 8 23 13,515.52 256263 5.000% 2013 4 1 12,354.33 -23.55 12,204.56
731 MUN! 32011 10 5 10,373.60 Charles Stew  3.375% 2013 5 1 10,373.60
731 MUNI 3 2011 6 29 25,808.50 938395 4.190% 2013 6 15 25,808.50 25,808.50
731 MUNI 7?7 2011 3 1 120,000.00 544644 5.500% 2013 7 1 127,813.20 127,813.20
731 MUNI ? 2011 2 4 50,000.00 275380 5.250% 2013 9 1 55,300.50 55,300.50
731 MUNI 32011 10 27 102,752.00 Mich Fin At 2,000% 2013 10 1 102,752.00
731 MUNI 32011 10 12 84,816.40 Univ.of Con  5.250% 2014 2 15 84,816.40
731 FHLM 3 2006 7 1 17,178.30 634 6.000% 2014 3 1 12,686.61 -546.28 9,092.04
731 MUNI ? 2011 2 7 30,000.00 659052 4.500% 2014 3 1 31,182.00 31,182.00
731 MUNI ? 2011 3 18 160,000.00 776219 0.000% 2014 5 1 145,896.00 145,886.00
731 MUNI 32011 10 12 20,754.00 California ST  5,500% 2014 5 1 20,754.00
731 MUNI ? 2011 3 2 30,000.00 914281 4.400% 2014 7 15 31,409.40 31,409.40
731 MUNI 3 2011 8 17 26,301.50 lowa Fin Aut  4.000% 2014 8 1 0.00 26,301.50
731 FHR 32006 10 25 15,095.00 2835 4.500% 2014 8 15 44,701.46 44,701.46
731 FHR 3 2007 5 31 16,020.91 2835 4.500% 2014 8 15 42,807.56 42,807.56
731 GNMA 3 2000 3 21 1,717.67 2805 7.000% 2014 ] 20 1,370.09 -40.89 1,090.55
731 FHR 3 2007 1 26 6,358.29 2752  4.250% 2014 12 15 3,969.87 -230.52 2,218.24
731 GNMA 3 2006 7 1 9,962.85 2871 5.500% 2014 12 20 7,062.20 -245.28 5,608.70
731 MUNI 3 2011 8 24 36,618.10 Palm Bch FLy  4.000% 2015 1 1 0.00 36,618.10
731 MUNI 7 2011 2 4 50,000.00 100852 4.500% 2015 2 1 51,859.50 51,859.50



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 GNMA 3 2000 6 19 5,032.70 2928  7.000% 2015 5 20 4,217.53 -99.47 3,620.28
731 MUNI 3 2011 8 15 10,340.30 Clatsop Cnty  4.350% 2015 6 15 0.00 10,340.30
731 GNMA 3 2000 8 29 5,629.19 2951  7.000% 2015 7 20 4,942.93 -112.57 4,277.99
731 MUNI 3 2011 9 16 10,338.00 Guilford Cnt 3.750% 2015 10 1 0.00 10,338.00
731 MUNI 2 2011 9 28 10,377.90 Sedgwick Cn  4.375% 2015 10 1 0.00 10,377.90
731 MUNI 3 2011 8 29 21,034.40 Connecticut  5.000% 2015 10 15 0.00 21,034.40
731 MUNI 3 2011 8§ 31 26,158.25 Vermont Mu  4.250% 2015 12 1 0.00 26,158.25
731 MUNI ? 2011 4 18 20,000.00 41429  5.250% 2016 2 1 20,725.00 20,725.00
731 MUNI 2011 5 18 15,465.45 927730  5.250% 2016 2 1 15,465.45 15,465.45
731 MUNI ? 2011 2 4 25,000.00 373383  5.000% 2016 5 i 26,293.50 26,293.50
731 MUNI ? 2011 3 30 70,000.00 702248  5.000% 2016 6 1 73,710.00 73,710.00
731 FHLM 31938 10 13 48.56 170181  9.000% 2016 B 1 130.61 -0.62 126.66
731 MUNI 3 2011 5 19 31,225.20 924258  4.250% 2016 8 1 31,225.20 31,225.20
731 MUNI 3 2011 9 28 31,201.20 Baltimore Cr  5.250% 2016 8 1 0.00 31,201.20
731 GNMA 3 1986 9 2 140.35 625  9.000% 2016 9 20 136.57 -5.80 120.36
731 FHR 3 2007 4 1 11,409.71 2578  5.000% 2016 11 15 3,389.61 0.00
731 FHR 3 2006 4 12 31,102.84 3100 5.500% 2016 12 15 22,423.16 -2,115.02 11,958.56
731 FNMA 32006 12 26 20,124.05 624294  5,000% 2017 2 1 16,169.77 -285.05 12,835.93
731 MUN! 3 2011 8§ 1 26,610.50 Virginia Clge  5.000% 2017 2 1 0.c0 26,610.50
731 MUNI ? 2011 3 15 25,000.00 13066  5.375% 2017 S 1 26,610.50 26,610.50
731 MUNI ? 2011 2 14 50,000.00 975700  5.000% 2017 6 1 52,724.50 52,724.50
731 FHLM 3 1995 2 24 785.15 296885  8.000% 2017 7 1 726.53 -17.76 665.98
731 FNMA 3 2007 3 15 9,135.84 254371  5.500% 2017 7 1 7,670.88 -284.01 6,444.11
731 MUNI 3 2011 5 26 26,161.75 Maricopa 5.000% 2017 7 1 26,161.75 26,161.75
731 MUNI 3 2011 5 26 36,624.05 Maricopa 5.000% 2017 7 1 36,624.05 36,624.05
731 FHLM 3 2006 3 29 15,872.38 91566  5.000% 2017 9 1 12,707.12 -384.81 10,519.88
731 FNMA 3 2008 5 16 11,404.47 654546  5.500% 2017 9 1 9,472.38 -171.22 7,863.06
731 FNMA 3 2006 8 18 22,232.43 254442  5.500% 2017 9 1 18,768.30 -462.33 15,987.94
731 FNMA 3 2006 9 18 8,080.43 661525  5.500% 2017 9 1 6,924.53 -76.12 5,251.20
731 FHR 3 2006 9 11 16,020.13 2497  5.000% 2017 9 15 12,427.41 -381.79 10,327.11
731 FNMA 32006 11 16 23,816.00 669692  5.500% 2017 11 1 23,226.61 -804.75 18,368.96
731 FHR 3 2006 5 12 24,290.81 2519  5.000% 2017 11 15 18,331.23 -361.99 15,157.43
731 GNMA 32006 11 10 14,629.69 3302  5.000% 2017 11 20 11,654.99 -474.28 9,585.69
731 FNMA 32006 11 16 12,081.33 254546  5.500% 2017 12 1 10,274.97 -198.53 8,927.84
731 FNMA 32006 11 16 21,551.17 673463  5.500% 2017 12 1 18,293.27 -529.76 14,940.33
731 FNMA 32006 11 18 22,336.18 684488  5.000% 2017 12 1 18,553.84 -592.65 15,398.05
731 MUNI 3 2011 g8 15 21,037.60 Vermont Mu  4.500% 2017 12 1 0.00 21,037.60
731 FHR 3 2007 6 15 72,000.00 2391  6.000% 2017 12 15 48,380.74 -6,162.73 21,159.45
731 GNMA 3 2006 6 21 37,342.00 781544  5.500% 2018 1 15 91,281.44 -2,385.18 87,523.36
731 GNMA 3 2006 9 18 32,862.00 781544  5.500% 2018 1 15 79,490.06 70,340.86
731 FNMA 3 2006 7 13 31,321.50 1058  5.500% 2018 2 2 28,509.84 -10.11 27,533.54



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 GNMA 3 2006 5 26 28,696.01 781563  5.000% 2018 2 15 24,115.45 -576.68 20,718.45
731 FHLM 3 2006 6 19 29,371.65 11447  5.500% 2018 3 1 24,234.63 -673.58 20,439.00
731 FHLM 3 2007 4 17 29,938.27 1343 5.000% 2018 4 1 24,116.25 -697.08 20,100.50
731 FHR 3 2007 4 18 59,797.14 2606  5.000% 2018 4 15 41,132.90 -1,321.35 31,445.25
731 FNMA 3 2006 8 18 17,239.16 704532 5.500% 2018 6 1 14,474.88 -146.94 11,884.68
731 FHR 3 2007 4 27 48,624.03 2649  4.500% 2018 7 15 38,449.16 -1,384.91 32,150.48
731 FNMA 3 2006 8 23 17,440.18 555882  5.000% 2018 8 1 14,526.49 -234.18 12,705.96
731 FNMA 3 2009 2 26 33,362.19 200371  4.000% 2018 8 25 26,731.58 -1,854.17 20,348.66
731 FNMA 3 2006 7 13 17,712.46 251960  6.000% 2018 9 1 16,110.41 ~730.95 14,309.28
731 FNMA 3 2009 7 1 48,230.89 200444  4.500% 2018 ) 25 36,909.07 -1,893.12 24,763.60
731 MUNI 3 2011 8 17 26,804.25 Orlando Wir  5.000% 2018 10 1 0.00 26,804.25
731 FNR 32005 12 30 32,774.94 2003100 5.000% 2018 10 25 30,345.36 -0.49 30,342.44
731 FNMA 3 2006 5 17 8,721.86 252103  6.000% 2018 11 1 8,139.56 -90.24 7,249.82
731 FNMA 32006 10 24 15,917.32 757584  5.000% 2018 12 1 13,432.58 -535.12 12,087.50
731 MUNI 3 2011 8 30 21,141.20 King Cnty W:  5.000% 2018 12 1 0.00 21,141.20
731 FHR 32006 10 20 25,098.00 3166  5.500% 2018 12 15 99,188.69 99,188.69
731 FHR 32006 10 27 25,204.00 3166  5.500% 2018 12 15 99,312.98 99,312.98
731 FHR 3 2006 11 2 37,963.00 3166  5.500% 2018 12 15 148,999.99 148,959.39
731 FHR 3 2007 3 26 17,466.00 3166  5.500% 2018 12 15 68,386.75 68,386.75
731 FHR 3 2007 6 6 11,914.00 3166  5.500% 2018 12 15 45,463.56 45,463.56
731 FNR 3 2007 3 9 6,977.43 200367 5.000% 2019 1 25 3,128.79 -659.52 581.84
731 MUNI 2011 2 23 50,000.00 160075  5.000% 2019 2 1 52,115.50 52,115.50
731 FHLM 3 2009 8 31 19,604.20 2770  4.500% 2019 3 15 14,464.12 -932.15 11,387.48
731 FHR 3 2007 8 31 39,387.69 2764  5.000% 2019 3 15 14,824.17 0.00
731 FHLM 3 2007 5 14 50,000.00 2780  5.000% 2019 4 15 35,369.10 -3,814.59 17,894.87
731 FNMA 3 2007 2 28 24,582.43 785242  5.500% 2019 6 1 15,375.41 -198.15 17,889.99
731 FHR 3 2007 3 22 37,127.01 2814  5.000% 2019 6 15 28,176.16 -833.99 22,735.19
731 FHLM 3 2009 6 15 33,751.24 2828  4.500% 2019 7 15 21,739.09 -2,630.01 4,834.90
731 FHR 3 2007 4 23 51,246.00 2822  5.000% 2019 7 15 47,859.92 -1,519.48 39,760.84
731 FNMA, 3 2006 8 14 13,670.01 725793  5.500% 2019 g 1 11,795.2% -266.36 10,122.98
731 MUNI 3 2011 9 7 37,183.35 Fredrick Cnb  5.000% 2019 11 i 0.00 37,183.35
731 FNMA 3 2007 7 27 34,118.61 255495  5.000% 2019 12 1 232,001.84 -774.61 227,951.20
731 FHR 3 2007 3 20 72,804.00 2844  5.500% 2019 12 15 72,803.69 72,803.69
731 MUNI 3 2011 g8 19 26,525.25 S. Carolina &  5.000% 2020 1 1 0.00 26,525.25
731 MUNI 32011 10 12 52,424.50 Henrico Co."  4.500% 2020 1 15 52,424.50
731 MUNI 32011 10 25 26,095.00 Arlington Cn  4.125% 2020 1 15 26,095.00
731 FNMA 3 2007 1 26 47,028.53 735619  5.000% 2020 6 1 39,740.15 -899.02 34,069.50
731 MUNI 3 2011 8 5 104,828.00 W. VirginiaE  5.000% 2020 & 1 0.00 104,828.00
731 FNR 3 2006 4 6 7,390.85 200610  5.750% 2020 9 25 66,485.44 66,485.44
731 FNR 3 2007 1 3 4,423.00 200610  5.750% 2020 9 25 47,367.83 47,139.53
731 FHLM 3 1992 9 2 4,392.47 1018  7.000% 2020 11 15 3,863.95 -28.89 3,482.10



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 MUNI ? 2011 2 8 75,000.00 397316  4.750% 2020 12 1 78,272.25 -78,272.25 0.00
731 MUNI ? 2011 2 14 50,000.00 47772 5.000% 2020 12 1 51,735.50 -51,735.50 0.00
731 MUNI ? 2011 2 14 50,000.00 717893  5.000% 2020 12 1 53,459.50 53,459.50
731 MUNI 7 2011 3 22 20,000.00 5644  5,000% 2020 12 15 20,616.20 -20,616.20 0.00
731 FHLM 3 2007 7 27 24,184.98 6020  4.500% 2021 4 1 21,853.17 -168.46 20,845.96
731 FNMA 3 2006 g 2 7,105.65 256200 5.500% 2021 4 1 5,461.28 -109.15 4,445.84
731 MUNI ? 2011 4 13 25,000.00 941247  5.000% 2021 4 1 26,007.75 26,007.75
731 MUNI 3 2011 8 25 25,623.25 Williamson ¢  4.750% 2021 4 1 0.00 25,623.25
731 FNR 3 2006 4 24 4,036.62 200625  5.750% 2021 4 25 2477 24.77
731 FHLM 3 1992 g8 18 8,659.60 1078 6.500% 2021 5 15 7,853.97 -120.17 7,154.08
731 FNMA 3 1993 7 6 5,994.22 199154  6.500% 2021 5 25 5,454.12 -103.44 5,105.17
731 MUNt 3 2011 8 22 26,469.25 Utah Tran Au  5.000% 2021 6 i5 0.00 26,469.25
731 MUNI 3 2011 4 11 15,000.00 64465  5.000% 2021 8 15 15,383.70 0.00
731 MUNI ? 2011 3 25 25,000.00 750055  5.000% 2021 9 1 25,508.25 0.00
731 FHR 3 1993 7 19 10,168.97 159  4.500% 2021 9 15 7,277.87 -103.26 6,761.31
731 GNR 32006 10 3¢ 125,000.00 200648  5.500% 2021 9 20 124,937.50 124,937.50
731 MUNI 3 2011 7 20 20,208.60 Easton Conn  4.150% 2021 11 1 0.00 0.00
731 MUNI 7 2011 4 20 50,000.00 20772 4.750% 2021 11 15 51,152.50 0.00
731 MUNI ? 2011 4 1 20,000.00 49474  5.000% 2021 12 1 20,587.40 -20,587.40 0.00
731 MUNI 7 2011 2 23 50,000.00 67755  5.000% 2022 4 1 52,467.00 52,467.00
731 FHR 3 2007 1 17 16,623.40 2534 4.500% 2022 5 15 7,813.23 -880.85 3,133.17
731 FHLM 3 2007 8 20 26,684.72 5228 5.000% 2022 7 1 18,150.34 -806.99 13,121.32
731 MUNI 3 2011 9 28 20,658.80 Virginia St P 4.500% 2022 8 1 0.00 20,658.80
731 GNMA 3 1995 2 n 698.41 311509  8.000% 2022 8 15 261.82 -1.25 254.46
731 FHLM 3 2010 9 8 100,000.00 3133 2.250% 2022 9 15 100,000.00  -100,000.00 0.00
731 FNR 3 2007 3 19 20,783.47 200392  5.000% 2022 9 25 15,305.10 -792.99 10,992.63
731 FHR 31993 12 17 14,950.81 1391  6.000% 2022 10 15 23,509.67 -169.87 23,109.80
731 FHR 31993 12 29 26,909.22 1395  6.000% 2022 10 15 3,165.47 -487.99 768.83
731 MUNI 3 2011 5 19 15,934.35 196630  5.000% 2022 11 15 15,940.35 15,940.35
731 GNMA 3 1995 5 19 248.73 342654  7.500% 2022 12 15 217.56 -1.83 206.74
731 FMAC 3 2009 2 17 85,000.00 3000 3.900% 2023 1 15 84,534.87 -3,869.45 76,746.85
731 MUNI 3 2011 7 5 10,623.80 St. Charles S 4.500% 2023 3 1 0.00 10,623.80
731 FMAC 3 2009 2 6 24,994.00 2595  4,000% 2023 3 15 24,625.00 24,625.00
731 FNR 3 2006 4 20 24,720.20 199332  6.000% 2023 3 25 21,886.11 -239.31 19,771.38
731 MUNI 7 2011 4 14 40,000.00 399100 4.750% 2023 5 1 41,623.20 41,623.20
731 MUNI 3 2011 8§ 17 26,976.50 Pasadena Cn  5.000% 2023 6 1 0.00 26,976.50
731 MUNT ? 2011 2 4 50,000.00 241721  5.250% 2023 8 15 53,249.00 53,249.00
731 MUN! 3 2011 6 2 10,490.30 Kansas St TP 4.750% 2023 g 1 10,490.30 10,490.30
731 FNR 3 1992 7 30 153,105.00 1993250 7.000% 2023 12 25 136,221.99 136,221.99
731 MUNI 3 2011 8 17 63,243.00 Delaware 5t.  4.200% 2024 2 1 0.00 63,243.00
731 MUNI 3 2011 8 29 26,303.25 Delaware St.  4.125% 2024 2 1 0.00 26,303.25



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBEER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 FNMA 3 2008 8 18 60,000.00 200453  5.500% 2024 7 25 55,864.46 -1,442.28 47,679.79
731 MUNE ? 2011 4 19 25,000.00 875128  6.000% 2024 10 2 25,613.50 0.00
731 FNMA 3 2009 9 30 100,000.00 200977  4.500% 2024 10 25 99,500.00 99,500.00
731 FMAC 3 2008 4 25 100,000.00 3080  5.000% 2025 6 15 100,000.00 100,000.00
731 FNMA 3 1999 2 26 8,496.29 324196  6.000% 2025 9 1 4,095.62 -22,26 3,963.95
731 FFCB 32010 12 1 100,000.00 31331 4.200% 2025 12 1 100,000.00 -100,000.00 0.00
731 FNMA 3 1999 3 18 591254 303713 6.500% 2026 2 1 5,387.71 -92.01 4,773.42
731 FNMA 7 2011 2 25 300,000.00 3136  2.000% 2026 2 25 300,000.00 0.00
731 FNMA 3 1998 9 28 11,215.40 341451  6.000% 2026 4 1 10,787.33 -37.86 10,563.30
731 FNMA 3 1999 3 23 1,970.82 250529  6.500% 2026 4 1 1,760.72 -58.80 1,548.56
731 MUNI 3 2011 5 24 10,176.20 St. Joe Sch 5.000% 2026 5 1 10,178.20 0.00
731 FNR 32002 12 26 14,154.93 9722  A.500% 2027 3 18 7,525.67 -1,300.68 3,209.09
731 FNR 3 2006 5 9 44,110.00 159722  4.500% 2027 3 18 41,904.62 41,904.62
731 MUNI 7 2011 2 22 50,000.00 97942  5.000% 2027 5 1 52,562.00 52,562.00
731 GNMA 3 2007 5 21 894.20 2563  6.500% 2028 3 20 808.04 -4.70 727.37
731 GNMA 31998 10 21 25,549.52 2629  6.000% 2028 8 20 18,408.41 -67.25 15,753.51
731 FNMA 31998 11 12 3,146.91 434259  6.125% 2028 9 1 1,406.54 -11.54 1,338.15
731 MUNI 32010 11 26 45,000.00 254845  5.420% 2028 10 i 44,906.40 44,906.40
731 FNMA 31998 10 28 7,185.06 442621  6.000% 2028 11 2 5,801.97 -20.90 5,667.11
731 FNR 3 2006 9 15 10,889.20 9951  6.000% 2029 10 25 8,856.12 -280.01 7,584.35
731 GNR 3 2006 g8 25 36,278.76 20032  5.000% 2030 3 20 18,190.22 -2,863.80 1,685.69
731 FHLM 32008 12 22 100,000.00 2934  5,000% 2030 4 15 100,000.00 100,000.00
731 FHR 3 2007 6 14 71,478.75 3303  5.500% 2030 8 15 42,267.39 -3,258.93 20,749.56
731 MUNI ? 2011 2 4 35,000.00 909087  5.500% 2030 10 1 37,693.95 37,693.95
731 MUNI 3 2011 7 25 10,604.20 Trotwood-M  5.000% 2030 12 1 0.00 10,604.20
731 GNR 3 2007 4 19 35,905.61 200473  5.500% 2031 3 20 11,544.25 0.00
731 FNR 3 2007 5 15 50,000.00 200528  5.000% 2031 3 25 48,375.00 48,375.00
731 FMAC 3 2008 S 26 6,367.77 3072 5.000% 2031 5 15 2,813.15 -137.77 0.00
731 FNMA 3 2009 2 17 40,757.50 200373  3.500% 2031 5 25 151,489.75 -2,228.85 140,657 46
731 FMAC 3 2008 7 25 95,680.00 2580  5.000% 2031 8 15 80,681.77 -6,727.21 66,340.93
731 FMAC 3 2008 8 25 46,185.00 2590  5.000% 2031 8 15 45,759.52 37,895.38
731 FMAC 3 2008 9 8 46,830.00 2590  5.000% 2031 8 15 45,112.51 -1,745.85 22,188.80
731 FMAC 3 2009 2 6 8,708.23 2645  3.500% 2031 9 15 6,217.96 -247.40 4,632.40
731 GNR 3 2006 8 23 5,064.46 200148  6.000% 2031 10 20 8,238.75 -59.64 7,518.77
731 GNR 32007 12 12 20,211.87 200318  5.000% 2031 1o 20 17,073.46 -213.93 15,521.55
731 GNR 3 2007 3 3 25,228.15 20034  5.500% 2031 11 16 19,983.67 -921.37 15,445.75
731 FNMA 3 2008 10 22 40,860.85 200160  6.000% 2031 11 25 34,801.09 -635.57 30,024.04
731 FNMA 32006 11 13 20,866.62 617257  5.000% 2031 12 1 15,923.28 -1,371.93 11,250.86
731 GNR 3 2003 8 5 72,351.48 200153  5.500% 2031 12 20 58,075.20 -1,773.94 48,380.10
731 GNR 3 2007 5 24 10,957.63 200379  4.000% 2031 12 20 7,399.40 -381.94 5,474.81
731 GNR 3207 11 27 50,000.00 200353 5.000% 2031 12 20 48,437.50 -2,205.69 44,294.04



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 GNR 3 2006 1 11 16,344.49 200592  5.000% 2032 1 20 12,996.40 12,996.40
731 GNR 3 2006 10 4 28,567.00 200592  5.000% 2032 1 20 99,695.79 99,695.79
731 FMAC 3 2008 8 18 93,158.58 2522  5.250% 2032 2 15 56,362.73 -4,693.25 33,015.72
731 GNR 3 2007 4 16 46,326.76 200469  5.500% 2032 2 20 27,1747 -3,003.45 10,977.40
731 GNR 3 2007 g8 30 43,000.00 200469  5.500% 2032 2 20 42,677.50 42,677.50
731 GNR 3 2007 11 13 36,199.57 20057  5.000% 2032 2 20 34,815.25 -1,539.96 30,911.27
731 FNR 3 2006 9 18 16,162.32 200252  6.000% 2032 2 25 10,833.20 -503.72 6,525.06
731 FMAC 3 2008 9 26 28,196.18 2597  5.000% 2032 3 15 17,826.82 -1,283.17 10,952.32
731 GNR 3 2007 7 26 30,000.00 200548  6.000% 2032 3 17 29,466.90 29,466.90
731 FNR 3 2006 7 12 20,785.1% 20027  6.000% 2032 3 25 17,549.90 -186.61 14,862.53
731 FMAC 32008 11 24 100,060.00 2887  5.000% 2032 4 15 95,000.00 95,000.00
731 GNR 32007 11 29 23,000.00 200279  5.500% 2032 5 20 22,655.00 22,655.00
731 FNMA 3 2008 9 26 24,568.99 200337  5.000% 2032 5 25 15,479.22 -859.23 10,338.25
731 GNR 32007 11 14 15,372.00 200416  5.500% 2032 6 20 15,218.40 15,218.40
731 MUNI 3 2011 8 12 54,255.50 Detroit Sew  5.000% 2032 7 1 0.00 54,255.50
731 FHLM 3 2009 1 23 42,610.45 2495 3.500% 2032 7 15 37,105.74 -572.33 33,423.24
731 GNR 32007 11 16 50,000.00 200472  5.000% 2032 7 20 48,750.00 48,750.00
731 GNMA 32009 10 16 100,000.00 200994  4.500% 2032 9 20 99,500.00 99,500.00
731 GNMA 32009 10 30 42,452.67 200994  4.500% 2032 9 20 33,519.42 32,640.26
731 GNMA 32002 10 30 100,000.00 200994  4.500% 2032 2 20 100,0G60.00 100,000.00
731 FNR 3 2007 6 19 35,613.65 200258  6.000% 2032 9 25 29,724.73 -455.80 25,707.90
731 FMAC 3 2008 & 25 45,489.77 2794  6.000% 2032 10 15 39,795.57 -389.74 35,781.79
731 FMAC 32010 11 20 75,000.00 3702  4.000% 2032 10 15 75,000.00 75,000.00
731 GNR 32007 11 29 34,000.00 200553  4.500% 2032 10 17 31,025.00 31,025.00
731 GNMA 3 2006 7 20 39,031.86 3295  5.500% 2032 10 20 42,234.66 -557.48 39,069.91
731 GNMA 3 2006 9 29 46,228.04 3294  5.000% 2032 10 20 40,403.97 -2,007.33 35,527.76
731 GNR 3 2007 8 29 73,000.00 200263  5.500% 2032 10 20 69,988.75 69,988.75
731 FNMA 3 2008 g8 25 49,740.35 200461  5.500% 2032 10 25 38,526.86 -1,124.62 21,202.04
731 MUNI 3 2011 6 30 26,869.25 60374  5.750% 2032 11 15 26,869.25 26,869.25
731 FNMA 32006 11 13 28,619.94 254548  5.500% 2032 12 1 24,132.74 -671.84 20,856.14
731 FMAC 3 2009 2 19 28,668.96 2586  4.000% 2032 12 15 24,422.22 -493.63 21,774.08
731 GNR 3 2007 10 23 75,000.00 200288  5.500% 2032 12 20 73,667.25 73,667.25
731 GNR 3 2007 5 29 42,000.00 20056  5.500% 2033 2 20 45,187.50 49,187.50
731 GNR 32007 11 19 50,000.00 200669  5.750% 2033 2 20 50,000.00 50,000.00
731 GNR 32007 11 29 75,000.00 200668  5.750% 2033 2 20 75,000.00 75,000.00
731 FNMA 3 2007 4 26 25,985.31 688980  5.500% 2033 5 1 24,884.83 -87.46 22,699.25
731 GNR 3 2008 1 30 63,097.82 200341  5.250% 2033 5 20 57,362.72 -788.13 52,408.62
731 FNMA 3 2008 5 2 45,000.00 200343  5.500% 2033 5 25 41,380.90 -3,510.81 17,646.76
731 FNMA 3 2008 &8 25 60,000.0¢ 2003131  5.500% 2033 5 25 53,002.13 -1,653.44 44,295.09
731 FNMA 32008 11 28 71,000.00 200343  5.500% 2033 5 25 67,450.00 67,450.00
731 FNMA 3 2007 5 25 19,550.66 555531  5.500% 2033 6 1 16,378.08 -467.37 13,948.58



PUR PUR PUR GNMA POOL MAT MAT WMAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 FNMA 3 2007 8 27 35,539.19 728868  5.000% 2033 7 1 30,669.20 -471.99 27,710.74
731 FHR 32007 10 25 25,000.00 2869  5.000% 2033 7 15 23,750.00 23,750.00
731 GNMA 3 20086 6 21 7,690.23 604471  5.500% 2033 7 15 6,505.64 -127.85 5,901.74
731 FNMA 32010 10 26 48,500.00 200364  3.500% 2033 7 25 48,500.00 48,500.00
731 FNMA 3 2009 2 26 58,682.57 200372  3.500% 2033 8 25 50,249.76 -1,063.62 44,060.30
731 FNMA 3 2009 5 13 51,880.45 200374  3.500% 2033 8 25 456,668.09 -460.22 43,101.42
731 FHLM 32008 10 17 37,000.00 2671  5.500% 2033 9 15 30,849.65 -2,743.77 19,888.03
731 FHLM 32008 11 28 70,000.00 2671  5.500% 2033 9 15 67,200.00 67,200.00
731 GNMA 32007 10 26 28,084.16 620627  5.500% 2033 9 15 25,566.57 -605.45 24,685.9%
731 FMAC 3 2008 7 25 46,528.00 3033 5.500% 2033 10 15 103,502.82 -1,160.64 95,922.89
731 GNR 32007 11 30 32,000.00 200516  5.000% 2033 11 20 30,280.00 30,280.00
731 FHR 32007 11 30 30,604.88 2744 5.500% 2034 2 15 25,801.16 25,801.16
731 FHR 3 2008 1 17 17,000.00 2744 5.500% 2034 2 15 16,277.50 16,277.50
731 GNMA 3 2007 10 22 32,012.42 3529  5.000% 2034 3 20 27,659.46 -590.40 24,768.08
731 FNMA 3 2008 9 8 53,271.10 200464  5.000% 2034 3 25 45,491.97 -912.20 39,192.78
731 FNMA 3 2007 7 26 15,171.21 770723  5.500% 2034 4 1 12,736.52 -20.65 8,936.13
731 GNR 3 2007 4 20 18,816.02 200426  5.000% 2034 4 16 1,963.01 -495.62 1,467.39
731 GNR 3 2008 1 16 28,507.00 200426  5.500% 2034 4 16 25,176.16 25,176.16
731 GNMA 3 2009 8 13 69,065.69 200929  4,500% 2034 4 20 60,457.55 56,998.31
731 GNR 3 2008 1 25 83,000.00 200574  5.000% 2034 5 16 80,995.55 80,995.55
731 GNMA 32006 11 20 18,551.69 3555  5.000% 2034 5 20 16,200.86 -284.06 14,498.18
731 FNMA 3 2010 1 29 44,798.00 20043  5.500% 2034 5 25 44,798.30 44,798.30
731 FNMA 3 2006 4 24 31,985.94 255269  5.500% 2034 6 1 27,227.98 -806.88 23,808.84
731 FHR 3 2007 7 16 10,576.00 2810  6.000% 2034 6 15 28,687.50 28,687.50
731 GNR 32007 12 21 50,000.00 200480  5.000% 2034 7 20 46,937.50 46,937.50
731 GNR 3 2008 1 30 63,068.00 20055  5.000% 2034 7 20 61,705.98 61,705.98
731 GNMA 3 2006 9 20 17,402.43 633553  5.500% 2034 8 15 17,197.10 -36.11 16,964.16
731 GNR 32007 10 14 50,000.00 200516  5.000% 2034 8 20 46,062.50 46,062.50
731 FNMA 3 2006 g 13 45,287.05 790724  5,500% 2034 9 1 42,186.45 -85.00 39,543.79
731 GNMA 3 2007 7 20 14,717.40 3610  5.500% 2034 9 20 12,558.76 -254.24 11,217.17
731 GNR 3 2006 11 2 30,000.00 200588  5.500% 2034 9 20 29,625.00 29,625.00
731 FHR 3 2008 1 18 4,846.00 2877  5.880% 2034 10 15 33,824.25 33,824.25
731 GNMA 3 2007 6 28 33,802.55 463294  6.000% 2034 10 15 32,420.92 -62.55 30,604.53
731 FNMA 3 2008 5 28 58,427.00 796284  5.000% 2034 12 1 77,081.96 -3,516.78 59,566.60
731 FHR 3 2007 5 22 54.00 3057 5.500% 2034 12 15 28,864.46 28,864.46
731 FHLM 3 2006 8 21 32,146.17 1749  5.500% 2035 1 1 27,135.21 -643.82 23,537.80
731 FMAC 3 2009 3 30 33,626.48 3514  5.000% 2035 1 15 3,921.99 0.00
731 GNR 32007 10 23 29,022.00 20053  5.000% 2035 1 16 27,174.01 27,174.01
731 FHR 32006 12 26 5,906.47 3025  5.000% 2035 2 15 1,287.03 0.00
731 GNR 3 2008 1 16 50,000.00 20056  5.500% 2035 2 20 41,895.00 41,895.00
731 FNMA 3 2007 7 24 51,887.45 357748  5.500% 2035 4 1 44,229.27 -1,126.35 39,259.92



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE _LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 GNMA 3 2007 4 30 14,330.70 521321  5.500% 2035 5 15 12,729.97 -279.43 11,105.04
731 FNMA 32006 10 18 10,481.15 357797  5.500% 2035 6 1 8,73541 -300.18 7,446,32
731 FHR 3 2007 5 24 42,881.05 2986  5.500% 2035 6 15 36,344.76 -1,803.18 29,480.37
731 FHR 3 2007 5 25 9,152.07 3000 5.000% 2035 6 i5 6,303.61 -1,975.48 2,073.71
731 GNMA 3 2007 5 21 16,684.98 643417  5.500% 2035 6 15 14,677.52 -180.14 13,596.64
731 GNR 3 2007 5 9 113,850.00 200593  5.500% 2035 6 20 113,850.17 113,850.17
731 FNR 3 2006 2 28 29,315.15 20068  6.000% 2035 6 25 20,640.09 -2,106.29 10,355.70
731 FNMA 3 2006 g8 21 21,432.56 834953  5.500% 2035 7 1 18,924.22 -321.84 16,827.28
731 FHR 32006 12 29 14,740.13 3007  5.500% 2035 7 15 3,637.87 0.00
731 FHR 3 2008 2 12 31,234.04 3003  5.500% 2035 7 15 4,755.69 0.00
731 GNR 3 2007 3 29 10,704.45 200554  5.000% 2035 7 20 13,306.85 -1,054.49 10,187.09
731 GNR 3 2008 1 16 49,000.00 200551  5.000% 2035 7 20 45,815.00 45,815.00
731 GNR 32007 11 30 25,000.00 20067  5.500% 2035 8 20 24,619.50 24,613.50
731 GNR 3 2008 1 17 32,000.00 20067  5.500% 2035 8 20 31,839.68 31,839.68
731 FNMA 3 2008 g8 18 44,634.81 200568  5.500% 2035 8 25 40,255.67 -621.10 36,480.04
731 FNR 3 2007 5 10 5,937.69 200567  5.500% 2035 8 25 2,782.52 -382.73 347.86
731 FHR 3 2008 1 29 59,000.00 3033  5.500% 2035 9 15 58,703.75 -0.22 58,702.43
731 FMAC 32009 10 29 30,000.00 3037 5.000% 2035 9 15 16,087.21 -2,514.23 5,343.90
731 GNMA 3 2006 g 21 12,491.13 3760  5.500% 2035 9 20 11,006.72 -200.91 5,978.98
731 FNMA 3 2008 5 8 80,000.00 200579  5.500% 2035 S 25 80,000.00 80,000.00
731 FHLM 32006 10 23 33,819.41 47388 5.000% 2035 10 1 26,040.65 -974.60 21,532.38
731 FNR 3 2007 6 27 30,000.00 200584  5.750% 2035 10 25 28,912.50 28,912.5¢
731 FHR 3 2006 4 28 13,338.81 3062  5.500% 2035 11 15 5,020.72 0.00
731 FHR 3 2006 7 28 25,517.69 3075  5.500% 2035 11 15 18,691.73 -820.14 12,587.62
731 FNR 32007 11 16 15,000.00 200623  6.000% 2035 11 25 14,925.00 14,925.00
731 FNMA 3 2006 10 20 27,665.63 256022  5.500% 2035 12 1 23,563.40 -622.66 20,560.78
731 GNMA 3 2009 7 9 100,000.00 200936  4.500% 2035 12 16 99,750.00 99,750.00
731 FHLM 32006 10 23 15,293.36 2093  5.000% 2036 1 1 13,665.63 -61.45 12,530.11
731 FNMA 3 2007 8 29 17,641.03 850566  5.000% 2036 1 1 12,055.88 -498.24 10,008.55
731 FNMA 3 2007 7 24 14,841.47 870157  5.500% 2036 3 1 11,283.80 -265.33 9,724.47
731 FHLM 3 2007 4 12 14,271.54 44745  5.500% 2036 4 1 11,32741 -106.86 9,662.46
731 FNMA 3 2006 9 1 14,221.97 368417  5.500% 2036 4 1 12,129.72 -140.47 10,869.26
731 GNR 3 2007 7 31 55,000.00 200617  6.000% 2036 4 20 54,303.15 54,303.15
731 FHIM 3 2006 & 23 21,806.45 49377  5.500% 2036 5 1 16,966.51 -340.36 14,321.02
731 FHLM 3 2007 7 13 27,780.41 5.000% 2036 5 1 -943.38 0.00
731 FHLM 3 2007 8 17 56,096.00 2186  5.000% 2036 5 1 83,820.32 -1,634.39 75,056.65
731 GNMA 3 2006 8 131 19,987.94 3864  5.,500% 2036 6 20 17,261.96 -451.96 14,775.40
731 FNMA 3 2006 8 31 6,985.28 883204  6.000% 2036 7 1 5,918.34 -35.46 5,269.59
731 FNMA 3 2007 5 3 21,362.48 902414  5,500% 2036 i1 1 80,797.16 -278.10 78,570.37
731 FNR 3 2007 6 13 8,163.00 200740 5.,750% 2037 3 25 95,402.31 95,402.31
731 FHLM 3 2007 7 13 33,046.87 8192  5.500% 2037 4 1 27,495.50 -569.1% 24,141.63



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 FNMA 3 2007 6 28 11,219.73 914899  5.500% 2037 4 1 $,051.06 -354.65 7,640.17
731 FHR 32007 11 16 65,000.00 3305 6.000% 2037 4 15 64,176.45 64,176.45
731 GNR 3 2007 8 23 75,000.00 200737  5.500% 2037 6 16 73,188.75 73,188.75
731 FNMA 32007 11 29 16,943.58 940524  5.500% 2037 7 1 13,574.04 -352.06 10,800.75
731 GNMA 3 2007 g 21 57,496.16 4004  5.000% 2037 7 20 48,364.38 -653.93 41,076.21
731 GNMA 3 2007 8§ 21 38,774.21 4016  5.500% 2037 2 20 33,613.51 -963.04 29,002.83
731 GNMA 3 2008 10 22 64,000.00 200883  5.500% 2037 8 20 63,600.00 63,600.00
731 GNMA 3 2009 6 30 100,000.00 200946  4.000% 2037 8 20 100,000.00 100,000.00
731 GNMA 3 2009 8 25 93,862.00 200929  4.500% 2037 10 20 99,375.00 -4,430.40 90,187.73
731 GNMA 3 2009 7 27 65,547.37 200942  4.500% 2037 12 20 56,223.99 -4,233.58 44,242.73
731 GNMA 3 2009 8 25 74,248.00 200945  4.500% 2038 2 16 §2,222.46 76,470.12
731 GNMA 3 2008 5 29 100,000.00 200811  5.250% 2038 2 20 99,250.00 9%,250.00
731 GNMA 3 2008 5 30 125,000.00 200811  S5.250% 2038 2 20 123,750.00 123,750.00
731 GNMA 32008 10 22 73,000.00 200883  5.500% 2038 2 20 71,996.25 71,996.25
731 GNMA 3 2009 4 23 100,000.00 200934  4.000% 2038 2 20 100,000.00 100,000.00
731 GNMA 3 2009 7 17 75,000.00 20089  4.500% 2038 2 20 73,312.50 73,312.50
731 FNMA 3 2008 6 27 52,062.63 973091  5.000% 2038 3 1 47,182.14 ~-2,011.50 41,050.72
731 GNMA 3 2009 7 17 74,036.00 200945  5.000% 2038 3 20 90,108.72 86,739.39
731 GNMA 3 2008 6 27 8,786.26 200850  5.500% 2038 1 16 1,737.83 0.00
731 GNMA 3 2009 5 29 100,000.00 200934  4.000% 2028 6 20 99,000.00 99,000.00
731 GNMA 3 2008 9 30 80,000.00 200879  5.500% 2038 8 20 80,000.00 80,000.00
731 GNMA 32008 10 30 100,000.00 200884  5.500% 2038 9 20 81,862.78 81,862.78
731 GNMA 3 2009 8 28 63,108.00 200966  5.000% 2038 10 20 72,374.89 58,488.14
731 GNMA 3 2009 8 28 18,057.45 200964  5.000% 2038 11 20 85.63 0.00
731 GNMA 3 2009 8 28 83,032.00 200966  5.000% 2038 11 20 98,512.14 95,893.51
731 GNMA 3 2009 8 28 30,849.91 200968  4.500% 2039 1 20 15,054.92 -3,739.67 628.14
731 FNMA 2011 2 28 72,179.20 201120  4.500% 2039 1 25 72,179.20 -16,240.67 23,937.23
731 GNMA 32009 11 30 91,12500 2009108  4.500% 2039 2 20 96,137.18 -10,586.84 67,988.88
731 GNMA 3 2010 4 30 34,382.00 200994  4.500% 2039 2 20 35,908.68 31,245.84
731 GNMA 3 2010 4 30 83,411.00 200988  4.500% 2039 2 20 85,477.88 78,962.92
731 GNMA 3 2009 4 28 158,663.00 200917  4.500% 2039 3 20 144,000.00 144,000.00
731 GNMA 32009 10 30 29,913.09 200935  4.500% 2039 3 20 13,125.58 -1,996.27 0.00
731 GNMA 32009 11 30 29,416.10 2009100 4.750% 2039 3 20 12,031.69 -595.08 0.00
731 GNMA 3 2010 4 13 7,392,97 201046  4.500% 2039 3 20 1,362.81 0.00
731 GNMA 3 2009 5 29 100,000.00 200933  4.000% 2039 4 16 100,000.00 100,000.00
731 GNMA 32009 10 26 81,325.00 200988  4.500% 2039 4 20 100,000.00 100,000.00
731 GNMA 3 2009 4 23 100,000.00 200934  4.000% 2039 5 20 99,500.00 99,500.00
731 GNMA 3 2010 4 20 30,000.00 200995  5.000% 2039 5 20 30,000.00 -14,654.51 15,245.49
731 GNMA 3 2010 4 30 55,466.00 200976  4.500% 2039 5 20 57,538.72 -2,422.18 49,942.27
731 GNMA 3 2010 5 28 68,397.57 201061  4.500% 2039 5 20 41,017.61 -7,977.45 7,783.22
731 FNMA 32009 10 30 48,403.00 200988  4.500% 2039 6 25 99,875.00 99,875.00



PUR PUR PUR GNMA POOL MAT MAT MAT BEGININNG ENDING
FUND TYPE__LOC YR MO DAY PARVALUE NUMBER RATE YR MO DAY BOOKVALUE DECEMBER BOOK VALUE
731 GNMA 3 2009 9 30 100,000.00 200976  4.500% 2039 7 20 75,495.44 75,495.44
731 GNMA 3 2009 9 30 100,000.00 200976  4.500% 2039 7 20 99,591.94 99,591.94
731 FMAC 32010 11 30 74,368.99 3754  3.750% 2039 8 15 72,526.12 -10,067.40 45,153.42
731 GNMA 3200100 12 29 99,750.00 2010158  4.000% 2039 8 20 99,490.22 -3,270.83 85,471.59
731 FMAC 32010 10 29 150,000.00 101538  4.000% 2039 10 15 149,812.50 0.00
731 GNMA 32009 11 3 100,000.00 200996  4.000% 203% 10 20 94,461.06 94,461.06
731 GNMA 3 2010 4 30 42,881.26 201041  4.500% 2039 10 20 26,572.28 -4,554.62 9,154.42
731 GNMA 32009 11 30 100,000.00 2009100  4.500% 2039 11 20 100,000.00 -42,903.24 42,899.87
731 GNMA 3 2010 5 28 63,554.60 201056  4.500% 2039 11 20 39,547.23 -6,390.15 14,648.64
731 GNMA 3 2010 9 30 49,391.58 2010115 3.500% 2040 3 20 42,238.75 -2,906.03 30,216.46
731 GNMA 32010 12 30 100,000.00 2010163  4.000% 2040 12 20 38,493.33 -2,895.11 26,163.13
731 FNMA 7 2011 T A 98,450.57 20114  4.500% 2040 12 25 97,394.32 -6,889.83 73,869.81
731 FNMA ? 2011 3 30 85,000.00 20014 4.500% 2040 12 25 83,682.99 83,682.99
731 MUNI 32010 11 24 75,000.00 167562  7.166% 2041 1 1 75,000.00 75,000.00
731 FHR 3 2011 9 16 75,000.00 3858  4.000% 2041 5 15 0.00 -1,279.08 73,720.92
731 MUNI 3 2011 6 28 49,750.00 ? 4.000% 2041 7 1 49,750.00 49,750.00
731 GNMA 3 2011 8§ A 100,000.00 2011129  3.500% 2041 4 16 0.00 -5,185.54 88,613.91
731 GNR 32011 12 30 75,000.00 2011157  3.000% 2041 10 20 75,000.00 75,000.00
731 MUNI 32011 10 25 10,419.50 N.C. Duke Ut 5.125% 2042 7 1 10,419.50
731 FNR 32011 12 6 75,000.00 2011146  3.500% 2049 12 31 75,000.00 75,000.00
731 FNR 32011 12 16 75,000.00 2011142  3.500% 2049 12 3 75,000.00 75,000.00
731 FMAC 32011 11 8 75,000.00 3954  3.500% 2049 12 31 -3,704.54 71,295.46
731 FMAC 32011 11 15 75,000.00 3954(B) 3.500% 2049 12 31 75,000.00
731 GNR 32011 10 11 74,812.50 11141  3.000% 2049 12 31 -1,334.92 71,843.74
731 FNR 3 2011 10 7 75,000.00 2011113  4.000% 2049 12 31 -3,755.60 70,646.28
TOTALS 17,147,294.21 14,437,008.73  -472,606.62 14,403,944.14




CITY OF TROY MICHIGAN

EMPLOYEE RETIREMENT SYSTEM

MUTUAL FUNDS

ACCT# 1120.140

December 31, 2011 { as of July 1, 2022 LAST TOTAL TOTAL

MUTUAL CASH INCOME PRICE DECEMSER TOTAL CASH INCOME TOTAL
FUND TYPE _LOC LASY PURDATE NAME SHARES INVESTED REINVESTED TOTAL PERSHARE  SHARES CASH  REINVEST SHARES INVESTED INVESTED INVESTMENT

731 [ 1111710 AMER, FUNDS CAPITAL WORLD 19,211 670,980.25 14,335.25 685,319.50 3532 156.214 4,872.30 19,457 670,980.25 22,121.38 £93,101.63
731 o 122909 AMERICAN EURD PACIFIC GROWTH 81,119 2,100,016.35 1,212,534.23 3,312,550.58 38.42 1,380,165 48,526.59 82,499  2,100,016.35 1,261,060.82  3,361,077.17
731 o £ 111511 AMERICAN SCIENCE & ENGINEERING 5,000 432,659.29 0.00 0.00 5,000 432,659.89 - 432,659.89
731 o 121109 BLACKROCK ALL CAP GLOBAL 47,707 1,000,000.00 70,145.38 1,070,145.38 12.47 47,707 1,000,000,00 70,145.38 1,070,145.38
731 0 060911 CLEARBRIDGE ENERGY MLP 10,000 200,000.00 0,00 2000 10,176 200,000.00 6,658.22 206,658.22
731 i} 070210 COMEN & STEERS INT'L REIT 86,850 1,000,003.28 193,566.17 1,293,569.45 914 1010178 8,5919,84 88,989  1,000,003.28 315,060,73 1,315,064.01
731 0 6 93011 COLUMBIA LARGE CORE {AMERIPRISE} 280,379 188,900.00 1,830,068.31 2,018,968.31 558 2418770 13,496.74 283,197 150,900.00 1,843,565.05 2,034,465.05
3 0 4 110110 DREYFUS PREMIER INTERM TERM FUND 186,210 1,995,999.00 313,025.78 2,313,024.78 13.35 371.258 5,089.15 188,672  1,999,999.00 344,878.42 2,344,877.42
73 0184 041811 EATON VANCE FLOATING RATE FUND 160,034 1,500,010.50 8,569.97 1,508,580.47 7.7 551,561 5,012.10 163,398  1,500,010.50 39,320.58 1,539,331.08
731 Q & 121010 FIDELITY EQUITY INCOME 5,135 30,597.32 174,011.20 204,608.52 43.36 110,000 2,664.71 5,245 30,597.32 176,675.91 207,273,23
731 g 0E1309 ING - GLOBAL OPPURTUNITIES 38,370 400,000.00 111,689.50 511,689.50 1234 38,373 400,000.00 111,724.82 511,724.82
731 0 010410 ING INTERNATIONAL VALUE 99,200 508,453.25 8§78,189.08 1,386,642,33 1246 2,997.144 38,352.93 102,203 508,453.25 206,603.12 1,415,056,37
731 0 121509 INVESCO EURGPEAN GROWTH FUND 24,630 761,276.65 194,926.91 956,203.56 273z 832.895 23,654.21 25,463 761,276,65 21858112 979,857.77
731 Q 112508 JENNISON NATURAL RESQURCES 24,730 1,000,005.25 232,411.66 1,03z2,416.91 44,02 4,730 1,000,005.25 32,411.66 1,032,416.91
731 a 121805 JOHN HANCOCK INT'L CORE FUND 54,417 1,725,000.02 374,940.10 2,099,940.12 27.05 865.725 21,617,15% 55,283  1,725,000.02 396,557.25 2,121,557.27
731 [+ 1 0113811 LORD ABBET FLOATING RATE FUND 215,764 3,000,010.50 35,312.15 3,035,323.65 9.38 1,347.673 12,102.10 223,980  3,000,010.50 108,688.61 3,109,6599.11
731 0 092910 MAINSTAY CONVERTIBLE 72,483 1,000,000.00 65,5994.33 1,065,994.33 1466 4,650,360 64,314.43 77,960  1,000,000.00 142,886.74 1,142,886.74
731 o 011811 MF3 DIVERSIFIED INCOME FUND 95,541 1,000,005.25 10,878.10 1,010,883.35 10.53 291449 3,028.16 97,256  1,000,005.25 28,913,16 1,028,918.41
731 (- 1 110110 PIMCO TOTAL RETURN 172,249 1,009,900,45 1,075,620.68 2,085,721.13 1085 1,701.041 18,396.1% 175,793  1,009,900.45 1,114,391.06 2,124,291.51
731 o 1011211 PIMCO UNCONSTRAINED BOND FUND 180,098 2,000,000.00 10,695,07 2,010,695.07 1114 1,556.891 15,944,821 182,350  2,000,000.00 37,945.19 2,037,545.19
731 0 122409 PUTNAM - INTERNATIONAL 114,497 2,100,009.28 1,112,618.1% 3,212,627.47 1834 7.074.252 111,843,592 121,975  2,100,009.28 1,228908320  3,328,917.48
7 0 4 093010 PUTNAM CONV. INCOME GROWTH 56,9965 1,025,032.18 102,750.30 1,127,782.48 18z 453.644 8,269.93 57,905  1,025,03218 118,225.57 1,144,257.75
731 0 6 121610 RS LARGE CAP ALPHA FUND 5,654 35,000.00 161,564,51 196,964.51 41.87 35.540 1,315.20 5,690 35,000.00 163,279.71 198,279.71
731 ] 021505 SELIGMAN COMM & INFO A 55,532 1,165,000.00 348,495.97 1,513,496.97 2444 2363314 97,084.94 57,895  1,165,000.00 445,581.91 1,610,581.91
731 4] 6 127910 SENTINEL - COMMON 9,322 40,000,00 248,610.63 288,610.63 are1 222,980 6,874.12 9,545 40,000.00 255,484.75 295,484.75
731 0 122208 TEMPLETON FOREIGN FUND 374,355 1,100,004.02 2,234,853.84 3,334,857.86 6,37 11,130.877 64,225.16 385,486  1,100,004.02 2,299,079.00  3,399,083.02
131 0 111710 THORNBURG INT'L 36,635 1,000,005.25 6,219.75 1,006,825.00 27.45 25.922 621.87 36,788  1,000,005.25 10,375.25 1,010,380.50
731 Q 6 120910 VANGUARD (WADDELL & REED}) 25,721 30,000.00 170,983.31 200,983.31 8.05 25,721 30,000.00 170,983.31 200,983.31
721 [1] 6 07/31/11 VALUE LINE PREMIER GROWTH 39,241 50,800.00 550,596.46 641,396.46 2690  2,365.370 62,172.65 42,206 50,800.00 652,769.11 703,569.11
731 o 061410 WELLS FARGO CLASSIC VALUE 11,438 50,000.00 185,103,393 235,103.33 16.57 £84.338 958.08 11,586 50,000,00 187,169.76 237,169.76

TOTALS 1,589,817  28,123,668.69 11,869,916.16 39,360,924.96 44,003.555 - £30,357.38 1,653,125 28,125,668.69 13,712,045.79  40,837,714.48
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PUR PUR PUR JULY 1, 2011 BALANCE DECEMBER ENDING BALANCE
FUND TYPE LOC YR MO DAY NAME SHARES BOOK VALUE SHARES BOOK VALUE SHARES BOOK VALUE

731 1 3 2009 6 17 DOMINION RESOURCES 8.375 10,000 250,000.00 10,000 250,000.00
731 1 3 2002 1 15 DTE ENERGY TRUST 20,000 500,000.00 (20,000.00) (500,000.00) =
731 1 32010 4 14 ENTERGY MISSISSIPPI 13,000 250,000.00 10,000 250,000.00
731 1 32009 5 19 ENTERGY TEXAS 10,000 250,000.00 10,000 250,000.00
731 1 3 2009 3 19 FPLPFD 8.75% 10,000 250,000.00 10,000 250,000.00
731 1 1 2003 7 15 GENERAL MOQTORS PFD 6.25 20,000 498,768.25 20,000 498,768.25
731 1 32002 2 & GENERAL MOTORS PFD 7.25 20,000 500,000.00 20,000 500,000.00
731 1 32010 11 2 GOLDMAN SACHS 6.125% PFD 10,000 250,000.00 10,000 250,000.00

TOTALS 110,000 2,748,768.25 {20,000) (500,000.00) 90,000 2,248,768.25
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INVESTMENT COMMENTS

Pardon us if we gloat for a few moments.

Last summer, when the majority of Ameri-
cans, and possibly the majority of the econ-
omists as well, considered the U.S. to be
entering a double-dip recession, we were
openly and publicly skeptical. As we have
noted in the past, the U.S. economy is sur-
prisingly durable and tough to bring down.
In addition, while we had noted a slowing in
most of our favorite economic statistics, all
but one remained positive. The one that
was negative, personal income, spent only
one month siightly below zero.

Despite the U.S. debt downgrade and wor-
ries about Europe, the economy avoided
recession and was in fact surprisingly strong
in the third quarter. Recent statistics point to
further strengthening in the U.S. economy
despite signs of further weakening in Eu-

rope.

Job creation remained positive even when
the economic outlook was in doubt. More
recently, the number of jobs has been
creeping up and reached the 200,000 level
in December. This is still not what we would
classify as robust, but it is certainly respect-

able. One risk to this cheery figure is that a
significant number of the jobs were some-
what seasonal (retail and delivery services).
The unemployment rate of 8.5% is certainly
better than the 10% rate we saw in the af-
termath of the recession.

Retail sales remain respectable too. Income
growth is steady, but modest. Auto sales
were considered to be strong at 12.8 million
units in 2011. However, the seling rate hit
17 miilion a couple of times in the past. This
comparison suggests how poor resuts were
during the recession and how low expecta-
tions are.

The factory sector appears to be picking up
as we begin the new year. U.S. industrial
output rose strongly in December, although
it remains 5% below the pre-recession
peak. The Purchasing Managers’ Index
(PMI) continues to pick up, suggesting
strength in the industrial economy. Interest-
ingly, 26% of PMI responses indicated that
their inventory levels were “too low,” up from
19% the month before. This suggests that
manufacturers were surprised by economic
strength, and hadn’t increased production
perhaps because they questioned the dura-
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bility of the economic rebound. This is con-
sidered good news from an economist's
standpoint, because low inventories typical
ly result in higher future production.

The international scene is mixed at best.
China, Brazil, and many other emerging
markets have been working to slow their
economies down to avoid rapid inflation.

The biggest negative on the word scene,
obviously, has been Europe. Europe is most
likely in a recession now. The unemploy-
ment rate in the 17 countries using the euro
was 10.3% in November. Retail sales also
fell that month. Even Germany, perceived to
be the strongest euro-zone country, experi-
enced a 1% decline in gross domestic prod-
uct in the fourth quarter. German retail sales
were down each month of the quarter. If

February 2012

there’s any silver lining in recent European
announcements, it is encouraging to see
that European government borrowing costs
have started to decline despite credit down-
grades for many European countries by
Standard & Poor’s.

U.S. stock prices were broadly flat last year
despite double-digit profit growth. Price
eamings ratios are low compared to their
historical averages. Corporate earnings
growth, reasonable valuations, and contin-
uved economic growth together form an in-
vestment case for U.S. stocks that could be
described as encouraging, and perhaps
even compelling. We try not to get too car-
ried away both on the downside and the up-
side, but we think that investors should con-
fidently stay the course.

Key Market Indicators
{through January 18, 2012)
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NEWS OF COMPANIES

Sale of Stock Recommended

Research in Motion (RIMM)

Research in Motion finally admits what the
stock market seems to have suspected all
along—its QNX-based phones will be de-
layed until at least the second half of 2012,
The proximate cause for the delay is that the-
se ‘“‘BlackBerry 10" phones wil be built
around an as-yet-unavailable chipset. The
technology doesn’t exist. So how in the world
did management ever put forward an early
2012 release date in the first place? A chari-
table interpretation would be “wishful think-
ing.” (Apple’s iPhone hit the market way back
in June 2007.)

Meanwhile, RIMM’s profit centers are deterio-
rating quickly. Year-over-year sales de-
creased 6% to $5.2 bilion, a number which
fails to illustrate the company's precipitous
decline. More ftelingly, Q4 revenue is ex-
pected to decrease 14% year-over-year to
$4.8 bilion. EPS decreased 71% to $0.51 in
Q3, hurt by a $0.68 charge attributable to the
PlayBook tablet flop. Q4 EPS is expected to
be down 51% year-over-year to $0.88. That's
before any charges that might pop up. We
recommend investors take what the market
will give them in cash for their RIMM (17.28)
shares. We will discontinue coverage.

% %k %k %

Fiscal Q3 was a mixed bag for CarMax.
Sales increased 7% to $2.26 billion, helped
by new store openings and wholesaling unit
growth. Retail sales remained sluggish, with
comparable store unit sales decreasing 3%
year-over-year, while average selling price
increased almost 6%. EPS for the quarter
came in unchanged at $0.36, held back by
store openings as well as some dislocation
due to CarMax retaining more of its own fi-
nance receivables. Both of these headwinds
should ease over time, as young stores ramp
sales up, and retained finance receivables
pay off like annuities. CEQ Tom Folliard used
the occasion of the eamnings release to fore-

cast new store openings, calling for 10 new
stores in Fiscal 2013 (which starts in early
2012) and 10-15 in each of the next three
years,

The high end of the used car market, the
company’s bread and butter, is a difficult
place to play right now. A dearth of supply
has pushed average retail prices for similar-
quality vehicles up 20% since 2008. CarMax
seems to be executing well in other areas
and is gearing up for better growth when
things start to tumn.

KMX (33.02) is a buy up to 33.

Investors have been slow to reward eBay for
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its good performance. Shares advanced on
the company's Q4 earnings announcement,
but remain off 2011 highs. Q4 revenue in
creased 35%, up 21% organically. The Mar-
ketplaces division tumed in 16% growth,
helped by a higher take-rate. The Payments
division grew 28%, better than expected. On
a down note, PayPal president Scoft Thomp-
son left the company in January to take over
as CEO of struggling Yahoo!. GS| commerce,
acquired in 2011, showed 26% vyear-over-
year sales growth.

Adjusted EPS, which we determine by back-
ing out gains from the sale of Skype as well
as certain amortization costs, grew 22% year-
overyear to $0.55. For 2012, eBay expects
continued growth across all divisions, with
stable margins in Marketplaces, and im-
proved margins in Payments and at GSI. The
company forecasts 2012 GAAP EPS of
$1.76-$1.81, with non-GAAP EPS of $2.25-
$2.30. Our adjusted figure typically comes out
about halfway between the two numbers,
suggesting some upside relative to cur previ-
ous 2012 EPS estimates of an even $2.00.
Company forecasts also ternd to be conserva-
tive. Shares look inexpensive at curent lev-
els.

EBAY (30.34) is a buy up to 38.

Fastenal's fourth quarter results continue to
forge confidently ahead. Sales rose 22%
while EPS increased 36%. For the full year,
EPS grew 36% from 2010 and was 30%
ahead of the pre-recession level. The com-
pany slowed the rate of new store openings
as broader economic worries increased dur-
ing the summer. For the year, the total num-
ber of stores increased 4.9%. Most of
Fastenal's sales growth came from enhanc-
ing the growth of its existing stores by hiring
salespeople to focus on key product catego-
ries. For 2012, the number of new stores is
forecasted to rise 4%-6%.

FAST (45.53) is a buy up to 33.

Global Payments experienced another quar-
ter of steady growth. EPS rose 12% on 20%
revenue growth. Revenue growth was aided

February 2012

by the acquisition of a joint venture in Spain,
and by the favorable impact of changes to
debit card processing fees. Both of these had
negative impacts on profit margins. We had
expected a bigger positive impact from debit
changes, but the company says that it chose
to share much of the savings with customers
rather than risk losing them to competitors.
Global Payments' Asia-Pacific revenue was
flat versus a very difficut comparison against
42% growth last year. Double-digit growth is
expected to resume in the cument quarter.
Three small acquisitions were announced.
Sales and eamings forecasts were also in-
creased. Sales growth for Fiscal 2012 is ex-
pected to be 16%-18% with 13%-16% growth
in adjusted GAAP EPS.

GPN (48.83) is a buy up to 56.

SYNNEX earned $1.37 per share in Q4, up
32% vyear-overyear. Revenue increased
15%. Organic growth was just 3%, but the
company estimates it woud have been closer
to 10% if not for transitioning a chunk of dis-
tribution business into a lower-revenue, high-
er-margin  fee-for-service model. Supply
shortages caused by flooding in Thailand had
a positive effect on pricing and gross mar
gins. The Global Business Services division
is also seeing margin expansion.

For the full year, SNX earned $4.08 per
share, with sales of $10.4 bilion, up 25% and
21% respectively. Q1 guidance calls for sales
growth of just 1% at the midpoint of esii-
mates. EPS is expected to grow 14%. Shares
gained 10% the day of the Q4 earnings an-
nouncement and now trade near alktime
highs. With a strong balance sheet and a
trailing P/E under 9, SNX still looks like an
excellent value play. If management can
crack the code for steady growth in the high-
er-margin Services division, SNX could trade
more like a growth stock and produce truly
superb gains for investors. With full-year re-
sults now in the books, as a matter of house-
keeping we are bringing down the low end of
our P/E range from 8 to 7 and the upper-end
from 12 to 11 to reflect 2011's effect on his-
torical averages.
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SNX (35.82) is a buy up to 35.
% % %k %k

“Est. EPS" on the ranking tables found before
this month’'s company write-Ups were tpdat-
ed io reflect estimated earnings for the twelve

February 2012

months ending 12/31/12. Other individual ad-
Jjustmenis are made when circumstances
deem it necessary. Any of these changes can
affect the buy and sell prices. We [ypically
forecast approximately twelve months into the
future.

NEW /AS FEATURE

Many subscribers have requested help identi-
fying the market capitalization of IAS compa-
nies. Market capitalization is the value of all a
compary’s shares at the present price. It is a
measure of what the market thinks the whole
company is worth. We have added a new
column labeled “Cap,” which can be found
toward the right side of the company sort ta-
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Recent Eamings Reports - February 2012

-=-Earnings---

Qtr Per Share %
Company end This Year Last Year Change
CarMax 11/30 0.36 0.36 0.0
eBay* 12/31 0.55 0.45 22.2
Fastenal 12/31 0.30 0.22 36.4
Global Payments * 11/30 0.78 0.70 11.4
Research In Motion 11/26 0.51 1.74 -70.7
SYNNEX 11/30 1.37 1.04 31.7
* Excludes the effects of nonrecurring items

Dividend Changes
% Date Record
Company New Oid Chng. Payable Date
Franklin Resources 0.27 0.25 8% 12/30 12/19
Stock Splits

None



P/E Ratio Sort

Recommended companies are highlighted

Q Est. PIE

u January 18, 2012 EPS B Over- Rwd/ as

A % thru Tot % Curr Buy U valued Risk % Date
L Sym Company Name Price Div YId 6/30112 Ret. Gr. PE RV Upto Y At Ratio Growth Cap Rec.
2 AFL AFLAC Inc. 4518 132 29% 666 251 10% 6.8 68% 49.00 B 84.00 38 68% L 12/06
3 RGA Reinsurance Group 5441 072 13% 7.24 184 10% 75 77% ©61.00 B 8200 53 75% M 910
3 TEVA Teva Phamaceuticals 4540 081 18% 565 314 13% B0 52% 6200 B 10200 6.9 62% L &M1
2 ACM AECOM 2239 000 0.0% 268 214 12% 84 73% 26.00 B 38.00 50 70% M 210
3 SNX  SYNNEX 3582 000 0.0% 4.08 170 15% 8.8 98% 35.00 49.00 27 59% 8 4/1
3 HGG hhgregg, Inc. 1095 0.00 0.0% 1.22 340 14% 90 55% 1750 B 2800 118 64% S 12111
3 PRAA Porffolio Recovery 66.42 Q.00 00% 6.96 255 15% 95 72% 9100 B 129.00 9.6 63% S 9/09
3 DGIT Digital Generation, Inc. 12.81 000 0.0% 1.32 351 15% 9.7 50% 1950 B 3300 7.7 65% S 1010
2 HCC HCC Insurance 2815 0.58 21% 291 160 14% 9.7 100% 28.00 3900 55 69% M 2111
2 ST St. Jude Medical 3762 084 22% 359 238 13% 105 71% 46.00 B 64.00 6.5 81% L 10M1
1 MDT Medironic, nc. 39.12 080 2.3% 3.63 192 10% 10.8 80% 44.00 B 58.00 52 108% L 210
1 ABT  Abbott Labs 5536 192 35% 506 244 12% 11.0 B69% 67.00 B 92.00 6.3 2% L 511
2 GLD Gilead Sciences 47.51 0.00 0.0% 433 174 13% 11.0 88% 5000 B 69.00 38 85% L 4M0
2 BEN  Franklin Resources 9969 1.08 11% 880 27.8 16% 11.3 66% 13800 B 20000 9.1 7% L 311
1 AAPL Apple 42911 0.00 0.0% 3544 311 17% 121 59% 59500 B 95000 6.5 % L 811
2 FISV  Fiserv, Inc. 61.88 0.00 0.0% 511 162 11% 121 86% 64.00 B 87.00 35 110% M 10/07
3 CRMT America's Car-Mart 40.01 0.00 0.0% 3.24 130 15% 123 119% 33.00 47.00 17 82% S 1111
3 JOSB Jos A Bank Clothiers Inc.  47.50 0.00 0.0% 3.87 134 10% 12.3 108% 39.00 61.00 16 123% S 3M0
2 BCR C.R. Bard 86.28 0.76 0.9% 6.98 21.5 12% 124 78% 103.00 B 14200 59 103% M 11/09
1 8YK  Stryker Comp. 5217 0.85 16% 411 203 12% 12.7 82% 59.00 B 81.00 51 106% L 7A0
2 BRLI Bio-Reference 17.80 000 00% 1.39 248 18% 128 85% 2100 B 33.00 58 1% § 1110
3 OMC Omnicom Group 47.09 1.00 2.1% 3.65 175 10% 129 89% 46.00 66.00 28 129% L 9/06
1 EMR Emerson 49.81 160 32% 368 192 10% 135 84% 57.00 B 7300 68 135% L 10/08
3 BRKR Bruker 1343 000 00% 099 281 17% 136 67% 1750 B 27.00 6.1 80% M 1110
2 LH Laboratory Com 8847 000 00% 650 131 12% 136 097% 89.00 B 114.00 30 113% M 9/09
3 MD MEDNAX 69.41 0.00 0.0% 503 196 14% 138 92% 74.00 B 106.00 37 99% M 211
3 FN Fabrinet 1667 000 00% 120 178 15% 139 99% 17.00 B 2400 32 93% S 311
3 SYNT Syntel 4620 0.24 05% 3.33 20.0 14% 139 93% 4900 B 70.00 36 9% S 7HO
3 DECK Deckers Outdoor 83.85 0.00 0.0% 597 200 15% 140 93% 82.00 12500 29 93% M 9/09
3 GPN Global Payments 48.63 0.08 0.2% 342 222 15% 142 75% 56.00 B 8100 47 95% M BMO
3 EX IDEX Corp. 3960 068 1.7% 276 199 12% 143 84% 42.00 B 59.00 38 119% M 6/99
2 WAT Waters Comp. 7629 000 0.0% 525 203 14% 145 81% 9100 B 12500 62 104% M 1211
3 TRLG True Religion Apparel 3453 000 0.0% 234 152 12% 14.8 106% 29.00 44.00 19 123% S 309
2 EBAY eBay 30.34 0.00 0.0% 199 218 14% 152 74% 38.00 B 52.00 70 109% L 911
2 RMD ResMed 26.00 000 0.0% 1.68 231 15% 155 78% 32.00 B 48.00 59 103% M 4/11
3 CFR  Cullen/fFrost Barkers 56.86 184 3.2% 365 135 10% 156 101% 53.00 66.00 21 1856% M 11/09
3 2643 000 0.0% 1.69 208 15% 156 80% 31.00 B 55 111
2 DER  Daneber 51387088 02% 429 108 5% 6100 B L 2012
3 Neustar 3578 0.00 0.0% 222 129 12% 161 97% 32.00 19 '2I11
3 FOSL Fossil 9049 000 0.0% 554 201 17% 16.3 94% 96.00 B 14000 3.6 9M1



P/E Ratio Sort

Q Est. PE

U January 18, 2012 EPS B Over- Rwd/ as

A % thru Tot % Curmrr Buy U valued Risk % Date
L Sym Company Nams Price Div Yid 6/30M2 Ret. Gr. PE RV Upte Y At Ratio Growth Cap Rec.
1 GOOG Google 63291 0.00 00% 3810 214 15% 16.6 83% 671.00 B 100200 35 111% L 3111
3 SBNY Signature Bank 6223 0.00 0.0% 369 194 15% 16.9 100% 62.00 9600 40 113% M 10/11
2 G Genpact Lid. 1516 0.00 00% 089 207 15% 17.0 85% 16.50 B 2400 4.1 113% M 411
3 KMX CarMax, Inc. 3302 000 0.0% 194 158 14% 17.0 99% 33.00 4600 33 121% M 112
2V Visa 103.78 0.88 0.8% 605 23.1 17% 17.2 85% 12200 B 17700 54 101% L 11711
3 VAR Varian Medical Systems 7064 0.00 00% 4.09 139 12% 17.3 105% 65.00 88.00 22 144% M 1111
2 COH Coach 6456 090 14% 372 17.0 15% 17.4 107% 60.00 87.00 29 116% L 711
3 LKQX LKQ Corp. 3212 000 00% 1.85 19.1 18% 174 97% 32.00 47.00 340 97% M 611
3 PCP  Precision Castparts 17459 0.12 01% 974 143 14% 17.9 110% 148.00 21200 18 128% L 4/08
1 EMC EMC Corp. 2270 0.00 0.0% 1.25 236 15% 182 73% 30.00 B 4200 84 121% L &1
2 MTD  Mettler-Toledo 171.13 0.00 0.0% 9.29 134 12% 184 105% 147.00 205.00 18 153% M 11/08
3 PX Pfaxan‘ Inc 111.08 2.00 1.8% 6.05 16.0 _14% 184 105% 10600  145.00 2.9 L 1M2
3 ' MDS0_ Mediats Sohsions 202 000 60% 308 197 5% 185 2% 2200 B 3100 44 5 an2
3 BRO Brown & Brown 2290 032 14% 123 154 15% 186 107% 2100 3000 32 M 4009
2 SHPGY Shire 10163 040 04% 545 207 16% 186 88% 11500 B 163.00 50 116% L 12/11
3 MWIV MW Veterinary 74.97 0.00 00% 394 186 15% 19.0 92% 8200 B 11500 49 127% § 911
3 ORLY O'Relly Automotive 83.68 0.00 0.0% 4.34 119 14% 19.3 110% 71.00 96.00 17 138% L 1M1
1 ADP  Automatic Data Proc. 56.50 1.58 28% 2.88 128 11% 19.6 113% 49.00 63.00 16 178% L 8i09
1 TROW T.Rowe Price 5974 124 21% 305 208 15% 19.6 93% 6400 B 9000 40 131% L 811
3 PRGO Perrigo 99.85 0.32 0.3% 5.03 157 15% 19.9 112% 78.00 12000 16 133% M 910
3 ROP Roper Ind. 93.62 0.55 0.6% 4.71 17.1 16% 19.9 103% 91.00 12800 28 124% M 7M1
3 THOR Thoratec 29.64 0.00 00% 148 204 17% 20.0 91% 33.00 B  47.00 4.1 118% 8§ 1111
2 CELG Celgene 7274 000 0.0% 380 227 17% 20.2 81% 8600 B 12500 52 119% L 1M12
2 FDS FactSet Research Sys 8874 108 12% 437 203 15% 203 91% 9300 B 13300 35 135% M 10/11
2 ASEl American Science and Eng 71.55 120 1.7% 3.18 16.3 15% 225 117% 61.00 8000 22 150% S &M
2 CHSI Catalyst Health 56.74 0.00 0.0% 250 18.2 18% 22.7 114% 50.00 7800 24 126% M 7A09
3 CGNX Cognex 41.13 040 1.0% 173 178 15% 238 112% 37.00 5500 22 159% S 6/M1
3 TSCO Tractor Supply 81.29 028 03% 337 112 14% 241 134% 43.00 8100 041 172% M 7/09
3 ALGN Align Techrology 2479 000 00% 1.00 202 20% 24.8 110% 23.00 3800 35 124% M 8A1
2 PNRA Panera Bread 151.14 0.00 00% 546 8.8 14% 277 13%% 96.00 14100 08 198% M 208
1 FAST FastenalCo 4553 056 12% 145 8.0 15% 314 136% 33.00 4500 09 209% L 107
2 ISRG Intuitive Surgical 470.86 0.00 0.0% 14.06 13.2 20% 33.5 134% 352.00 53200 14 168% L 1/09
2 SSYS Stratasys 36.50 0.00 0.0% 107 8.7 20% 341 171% 21.00 3400 08 171% S 12106

NOTE: Many subscribers have requested help identifying the market capitalization of JAS companies. Market capitalization |s
the value of all a company's shares at the present price. It is a measure of what the market thinks the whole company is
worth. We have added a new column labeled “Cap,” which can be found toward the right side of the company sort tables. We
have adopted Wall Strest convention by considering companies whose market capitaiization is $10 billion or greater fo be
large capitalization ("L"). Small caps (“S") are those whose capitalization is under $2 billion. Those between $2 billion and $10
billion are considered "Mid caps” (“M").

Recommended companies are highlighted



Symbol Sort

Q Est. PE
u January 18, 2012 EPS 8 QOver- Rwd/f as
A % thru Tot. % Cumr Buy U valued Risk % Date
L Sym Company Name Price Dilv Yid 6/30/12 Ret. Gr. PIE RV Upto Y At Ratio Growth Cap Rec.
1 AAPL Apple 42911 0.00 00% 3544 311 17% 121 59% 595.00 B  950.00 6.5 71% L 811
1 ABT  Abbott Labs 5536 192 35% 505 244 12% 11.0 69% 67.00 B 92.00 6.3 92% L 511
2 ACM AECOM 2239 000 00% 268 214 12% 84 73% 26.00 B 38.00 5.0 70% M 210
1 ADP  Automatic Data Proc. 5650 158 2.8% 288 128 11% 19.6 113% 49.00 63.00 18 178% L 8/09
2 AFL  AFLAC Inc. 4518 132 29% 666 251 10% 6.8 68% 4900 B 84,00 38 68% L  12/06
3 ALGN Align Technology 2479 0.00 0.0% 38.00 35 124% M 811
12 APKT Adime Pasket 218000 00% |OD 35 %S 22
2 ASEl American Science and Eng 7155 1.20 1.7% - 90.00 22 150% S 511
2 BCR €. R.Bard 86.28 076 0.9% 6.98 215 12% 124 78% 10300 B 142.00 59 103% M 11/09
2 BEN Franklin Resources 9969 1.08 1.1% 8.80 278 16% 113 66% 13800 B 20000 9.1 71% L 31
3 BRKR Bruker 1343 0.00 0.0% 099 281 17% 136 67% 1750 B 2700 6.4 B0% M 1110
2 BRLI Bio-Reference 1780 000 0.0% 139 248 18% 128 85% 2100 B 33.00 58 71% S 1110
3 BRC Brown & Brown 2290 032 14% 1.23 154 15% 186 107% 21.00 3000 32 124% M 4/09
2 CELG Celgene 7274 000 0.0% 360 227 17% 20.2 81% 8600 B 12500 52 119% L M2
3 CFR Culen/Frost Bankers 56.86 184 3.2% 365 13.5 10% 156 101% &3.00 66.00 241 156% M 11/08
3 CGNX Cognex 4113 040 10% 173 178 15% 23.8 112% 37.00 55.00 22 159% S 6/11
2 CHSI Catalyst Health 56.74 000 0.0% 250 182 18% 22.7 114% 50.00 78.00 24 126% M 7/08
2 COH Coach 6455 090 14% 372 17.0 15% 17.4 107% 60.00 87.00 29 116% L 7M1
3 CRMT America's Car-Mart 40.01 0.00 0.0% 3.24 13.0 15% 123 119% 3300 47.00 i7 82% S 11711
3 DECK Deckers Quidoor 8385 000 0.0% 597 200 15% 14.0 93% 82.00 12500 249 93% M 9/09
3 DG Digital Generation, Inc. 12.81 0.00 0.0% 50% 19 B 33.00 7.7 1010
2 EBAY eBay 30.34 0.00 0.0% 14% 15.2 74% 38.00 B 52.00 7.0 9/11
1 EMC EMC Cormp. 2270 000 0.0% 15% 18.2 73% 30.00 B 4200 84 511
EMR Emerson 4981 160 32% 10% 135 84% 5700 B 73.00 6.8 10/08
1 FAST Fastenal Co. 4553 056 1.2% 145 8.0 15% 31.4 136% 33.00 45.00 09 209% L 1/07
2 FDS FaciSet Research Sys 8874 108 12% 437 2023 15% 203 91% 9300 B 133.00 35 135% M 10/11
2 FISV  Fiserv, Inc, 61.88 000 00% 511 162 11% 121 86% 64.00 B 87.00 35 110% M 10007
3 FLR FLIR Systems 2643 000 0.0% 1.69 208 15% 156 80% 31.00 B  43.00 55 104% M 111
3 FN Fabrinet 1667 000 00% 1.20 178 15% 13.9 99% 17.00 B 2400 32 93% S 31
3 FOSL Fossil 9049 0.00 00% 554 201 17% 16.3 94% 96.00 B 14000 386 96% M 911
2 G Genpact Lid. 15.16 000 0.0% 089 207 15% 17.0 85% 1650 B 2400 41 113% M 4111
2 GLD Gilead Sciences 4751 0.00 0.0% 433 174 13% 11.0 88% 5000 B 69.00 38 a5% L 410
1 GOOG Google 63291 000 0.0% 3810 21.4 15% 16.6 B83% 671.00 B 1,002.00 35 111% L 311
3 GPN Global Payments 48,63 0.08 02% 342 222 15% 142 75% 56.00 B 8100 47 95% M 510
2 HCC HCC Insurance 28.15 058 21% 291 16.0 14% 9.7 100% 28.00 39.00 55 69% M 2111
3 HGG bhgregg, Inc. 1095 0.00 0.0% 122 340 14% 9.0 55% 1750 B 2800 116 64% S 12111
3 IEX IDEX Corp. 3960 068 17% 276 199 12% 143 84% 4200 B 59.00 338 118% M 6/99
2 ISRG Intuitive Surgical 47086 0.00 0.0% 14.06 132 20% 33.5 134% 352.00 532.00 14 168% L 1/09
3 JOSB Jos A Bank Clothiers Inc.  47.50 0.00 0.0% 387 134 10% 123 108% 39.00 61.00 16 123% § 3no

Recommended companies are highlighted



Symbol Sort

Q Est. P/E

u January 18, 2012 EPS B Over- Rwd/ as

A % thru Tot. % Curr Buy U valued Risk % Date
L Sym Company Name Price Div Yid 6/30112 Ret. Gr. P/E RV Upto Y At Ratio Growth Cap Rec.
3 KMX CarMax he. 33.02 0.00 0.0% 1.94 158 14% 17.0 99% 33.00 4600 3.3 121% M 112
2 LH Laboratory Corp 88.47 000 00% 6.50 131 12% 136 97% 89.00 B 114.00 3.0 113% M 8/09
3 LKQX LKQ Cormp. 0.00 00% 1.385 19.1 18% 174 97% 32.00 47.00 30 97% M 611
3 MD MEDNAX 0.00 0.0% B 10600 37 99% M 2111
s MDSO " Medidata Solutdns 030 00% B 3100 a4 HS A2
1 MDT  Medtronic, Inc. 3912 0.90 2.3% 363 192 10% 10.8 80% 4400 B 58.00 52 108% L 210
2 MTD Mettler-Tciedo 17113 000 0.0% 929 134 12% 18.4 105% 147.00 205.00 18 163% M 11408
3 MWIV  MWI Veterinary 7497 000 00% 394 186 15% 19.0 92% B200 B 11500 49 127% S 911
3 NSR  Neustar 3578 0.00 0.0% 222 129 12% 161 97% 32.00 43.00 1.9 134% M 2M11
3 OMC Omnicom Group 47.09 1.00 21% 365 175 10% 128 89% 46.00 66.00 28 129% L 9/06
3 ORLY O'Reily Automotive 83.68 0.00 0.0% 434 119 14% 19.3 110% 71.00 96.00 1.7 138% L 1M1
3 PCP Precision Castparts 17459 012 01% 974 143 14% 17.9 110% 148.00 21200 1.8 128% L 4/08
2 PNRA Panera Bread 15114 0.00 0.0% 546 8.8 14% 27.7 139% 96.00 141.00 0.8 198% M 2/08
3 PRAA Porlfolio Recovery 66.42 0.00 0.0% 696 255 15% 95 72% 9100 B 12900 96 63% S 9/09
3 PRGO Perrigo 99.85 032 0.3% 503 157 15% 199 112% 78.00 120,00 1.6 133% M 9M0
3 PX Praxair, Inc. 111.08 2.00 1.8% 6.05 16.0 14% 184 105% 106.00 145.00 29 131% L M2
3 RGA  Rsinsuance Group 5441 072 1.3% 724 184 10% 7.5 77% 61.00 B 8200 53 75% M 910
2 RMD ResMed 2600 0.00 0.0% 168 23.1 15% 155 78% 3200 B 46.00 59 103% M 411
3 ROP Roper Ind. 9362 0.55 06% 471 17.1 16% 19.9 103% 91.00 12800 28 124% M 7M1
3 SBNY Signature Bank 6223 0.00 0.0% 369 194 15% 16.9 100% &2.00 96.00 4.0 113% M 1011
2 SHPGY Shire 10163 040 04% 545 207 16% 18.6 88% 11500 & 163.00 50 116% L 1211
3 SNX  SYNNEX 3582 000 00% 4.08 17.0 15% 8.8 98% 35.00 49.00 27 59% S 411
2 SSYS Stratasys 36.50 Q.00 0.0% 107 87 20% 341 171% 21.00 34.00 08 171% S 12086
2 STJ  St. Jude Medical 3762 084 22% 359 238 12% 105 71% 4600 B 64.00 6.5 81% L 10111
1 8YK  Stryker Comp. 5217 0.85 16% 411 20.3 12% 127 82% 59.00 B 81.00 5.1 106% L Mo
3 SYNT Syntel 4620 0.24 05% 333 200 14% 139 93% 49.00 B 70.00 36 99% S 710
3 TEVA Teva Phamaceuticals 4540 081 1.8% 565 314 13% 80 52% 6200 B 10200 69 62% L 611
3 THOR Thoratec 2964 000 00% 148 204 17% 200 91% 3300 B 47.00 41 118% S 1111
3 TRLG True Religion Apparel 3453 000 0.0% 234 152 12% 14.8 106% 29.00 44.00 19 123% 8 3/09
1 TROW T. Rows Price 5974 124 21% 305 208 15% 19.6 093% 64.00 B 80.00 40 131% L 811
3 TSCO Tractor Supply 81.29 028 03% 337 11.2 14% 24.1 134% 43.00 81.00 0.4 172% M 7/09
2V Visa 10378 088 08% 6.05 231 17% 17.2 85% 12200 B 177.00 54 101% L 11411
3 VAR Varian Medical Systems 7064 000 00% 409 139 12% 17.3 105% 65.00 88.00 22 144% M 1111
2 WAT Waters Comp. 76.29 0.00 0.0% 525 203 14% 145 81% 9100 B 12500 6.2 104% M 12111

NOTE: Many subscribers have requested help identifying the market capitalization of IAS companies. Market capitalization is
the value of all a company's shares at the present price. k is a measure of what the market thirks the whole company is
worth. We have added a new column labeled “Cap,” which can be found toward the right side of the company sort tables. We
have adopted Wall Street corvention by considering companies whose market capitalization is $10 billion or greater to be
large capitalization (“L"). Small caps (“S”) are those whose capitalization is under $2 billion. Those between $2 billion and $10
billion are considerad “Mid caps™ ("M").

Recommended companies are highlighted



Total Return Sort

Q Est. PE

u January 18, 2012 EPS B Over- Rwd/ as

A % thru Tot. % Cum Buy U valued Risk % Date
L Sym Company Name Price Div YIid 6/30M2 Ret. Gr. PE RV Upto Y At Ratio Growth Cap Rec.
3 DG Digital Generation, Inc. 12.81 000 0.0% 132 351 15% 9.7 50% 1950 B 33.00 7.7 65% S 1010
3 HGG nhhgregg, Inc. 10.95 0.00 00% 1.22 340 14% 9.0 55% 1750 B 28.00 118 64% 5 1211
3 TEVA Teva Phamaceduticals 4540 081 1.8% 565 314 13% 8.0 52% 6200 B 10200 69 62% L 6/11
1 AAPL Apple 42911 0.00 00% 3544 311 17% 121 59% 595.00 B 950.00 6.5 71% L a1
3 BRKR Bruker 1343 0.00 00% 0989 281 17% 136 67% 1750 B 27.00 6.4 80% M 1110
2 BEN  Franklin Resources 9969 1.08 11% 8.80 278 16% 113 66% 13800 B 20000 9.1 71% L 3
3 PRAA Portfolio Recovery 66.42 0.00 0.0% 696 255 15% 95 72% 900 B  129.00 9.6 63% S 9/09
2 AFL  AFLAC Inc. 4518 132 29% 666 251 10% 6.8 68% 49.00 B 84.00 as 68% L 12/06
2 BRLI Bio-Reference 17.80 0.00 0.0% 1.390 248 18% 128 &8&5% 21.00 B 33.00 58 1% S 1110
1 ABT  Abbott Labs 5536 192 35% 505 244 12% 11.0 69% 67.00 B 9200 6.3 92% L 511
2 STJ St Jude Medical 3762 084 22% 3.59 238 13% 105 71% 4600 B 6400 65 81% L 1011
1 EMC EMC Corp. 22,70 0.00 0.0% 1.25 236 15% 18.2 73% 30.00 B 42.00 84 121% L 511
2 RMD ResMed 26.00 0.00 0.0% 168 231 15% 155 78% 32.00 B 46.00 59 103% M 4111
2V Visa 103.78 088 08% 605 231 17% 17.2 85% 12200 B 17700 54 101% L 1111
2 CELG Celgene 7274 0.00 0.0% 360 227 17% 20.2 81% 8600 B 12500 52 119% L M2
3 GPN Global Payments 48.63 0.08 0.2% 342 222 15% 142 75% 56.00 B 8100 47 95% M 510
2 EBAY eBay 3034 0.00 00% 199 218 14% 15.2 74% 38.00 B 52.00 70 109% L 911
2 BCR C.R Band 8628 0.76 0.9% 6.98 215 12% 124 78% 10300 B 14200 59 103% M 1109
2 ACM AECOM 2239 0.00 00% 268 214 12% 8.4 73% 2600 B 3800 50 70% M 210
1 GOOG Google 632.91 0.00 0.0% 3810 214 15% 16.6 &3% 671.00 B 1,00200 35 111% L 31
1 TROW T. Rowe Price 5974 124 21% 305 208 15% 19.6 93% 64.00 B 90.00 4.0 131% L an1
3 FLIR FLR Systems 2643 0.00 0.0% 169 20.8 15% 156 80% 31.00 B 43.00 55 104% M 1M1
2 G Genpact Lid. 1616 0.00 0.0% 0.89 20.7 15% 17.0 85% 16.50 B 24.00 4.1 113% M 411
2 SHPGY Shire 10183 040 04% 545 207 16% 186 88% 115.00 B  163.00 50 1168% L 1211
3 THOR Thoratec 2964 000 00% 1.48 204 17% 20.0 91% 33.00 B 47.00 41 118% § 1M1
2 WAT Waters Corp. 76.29 0.00 0.0% 525 203 14% 145 81% 9100 B 12500 62 104% M 1211
1 8YK  Stryker Corp. 5217 0.85 18% 411 203 12% 127 82% 59.00 B 81.00 5.1 106% L 7o
2 FDS FactSet Research Sys 88.74 108 1.2% 4.37 203 15% 203 91% 9300 B 133.00 35 1358% M 10M11
3 ALGN Align Technology 2479 000 0.0% 1.00 202 20% 248 110% 23.00 38.00 35 124% M 81
3 FOSL Fossil 9049 000 00% 554 201 17% 163 94% 96.00 B 140.00 3.6 96% M 911
3 DECK Deckers Outdoor 83.85 0.00 00% 597 200 15% 140 93% 8200 125.00 29 93% M 2/09
3 SYNT Syntel 46.20 0.24 05% 3.33 200 14% 13.9 93% 49.00 B 70.00 36 99% S tal
3 EX IDEX Corp. 3960 068 17% 276 199 12% 143 84% 4200 B 59.00 38 119% M 6/99
DR Danater 5158 008 02% 320 198 15% 157 86% 6100 B 8300 66 108%L 212
3. MDS0, Medidata Soktions 2002'000.00% 108.197,15% 185 82%2200. 8 2100 44 123%S 22
3 MD MEDNAX 6941 000 00% 503 196 14% 138 92% 7400 B 106.00 3.7 99% M 211
3 SBNY Signature Bank 6223 0.00 0.0% 362 194 15% 169 100% 62.00 96.00 40 113% M 10111
1 MDT  Medtronic, Inc. 39.12 080 23% 3.63 19.2 10% 10.8 80% 44.00 B 58.00 52 108% L 210
1 EMR Emerson 49.81 160 32% 368 19.2 10% 135 84% 57.00 B 73.00 68 135% L 10/08
3 LKQX LKQ Corp. 3212 000 00% 1.85 191 18% 174 97% 32.00 47.00 3.0 97% M 8/11

Recommended companies are highlighted



Total Retum Sert

Est. PiE

January 18, 2012 EPS B Qver- Rwd/ as
% thru Tot. % Cumr Buy U valued Risk % Date
Company Name Price Div YIid 6/30M2 Ret. Gr. PE RV Upto Y At Ratio Growth Cap Rec.
_ Aeme Packet 2634 000 00% 0B85 187 20% 308 103% 2700 B 3800 35 1% 212
MW Velerinary 7487 0.00 0.0% 394 186 15% 19.0 92% 8200 B 11500 49 127% S 941
Reinsurance Group 5441 072 13% 724 184 10% 7.5 77% 6100 B 8200 &3  75% M 90
Catalyst Health 56.74 000 00% 250 182 18% 227 114% 50.00 7800 24 126% M 7/09
Cognex 4113 040 1.0% 1.73 17.8 15% 23.8 112% 37.00 5500 22 159% S  6/11
3 FN  Fabrinet 16.67 000 00% 120 178 15% 139 99% 1700 B 2400 32  93% S  3A1
3 OMC Omnicom Group 47.09 100 21% 365 175 10% 128 89% 46.00 66.00 28 129% L 906
2 GLD Gilead Sciences 4751 0.00 00% 4.33 174 13% 11.0 88% 5000 B 6900 38  85% L  4M0
3 ROP  Roper hd. 9362 055 0.6% 4.71 17.1 16% 19.9 103% 91.00 12800 28 124% M 7M1
2 COH Coach §4.55 080 14% 372 17.0 15% 17.4 107% 60.00 8700 29 118% L 7M1
3 SNX  SYNNEX 3582 0.00 0.0% 408 170 15% 8.8 98% 35.00 4900 27  59% S 411
2 ASEl American Science and Eng 7155 120 17% 318 163 15% 225 117% 61.00 9000 22 150% S  S/11
2 FISV  Fiserv, kc. 61.88 000 0.0% 511 162 11% 121 86% 6400 B 87.00 35 110% M 1007
2 HCC  HCC Insurance 2815 0.58 2.1% 291 160 14% 97 100% 28.00 3900 55 69% M 211
3 PX  Praair, hc. 111.08 2.00 1.8% 6.05 16.0 14% 184 105% 106.00 14500 28 131% L 112
3 KMX  CarMax, Inc. 3302 000 0.0% 194 158 14% 17.0 99% 33.00 4600 33 121% M 112
3 PRGO Perigo 99.85 032 03% 503 157 15% 19.9 112% 78.00 12000 16 133% M 910
3 BRO Brown & Brown 2290 032 14% 123 154 15% 186 107% 21.00 3000 32  124% M 4/09
3 TRLG True Religion Apparel 3453 000 00% 234 152 12% 14.8 106% 29.00 4400 19 123% S 309
3 PCP  Precision Castparts 17459 0412 01% 9.74 143 14% 17.9 110% 148.00 21200 18 128% L 4008
3 VAR  Varian Medical Systems  70.64 0.00 00% 4.09 139 12% 17.3 105% 65.00 88.00 22  144% M 1111
3 CFR  Culen/Frost Barkers 56.86 1.84 3.2% 365 135 10% 156 101% 53.00 66.00 21  156% M 1109
2 MTD  Mettler-Toledo 17113 0.00 0.0% 929 134 12% 184 105% 147.00 20500 1.8  153% M  11/08
3 JOSB Jos A Bark Clothiers hc. 4750 000 0.0% 3.87 13.4 10% 123 108% 39.00 6100 16 123% S 310
2 ISRG inwitive Surgical 470.86 000 00% 14.06 132 20% 33.5 134% 352.00 53200 14 168% L  1/09
2 LH  Laboratory Corp 8847 000 00% 650 13.1 12% 136 O7% 8900 B 11400 30 113% M  9/09
3 CRMT America's Car-Mart 4001 000 00% 324 130 15% 12.3 119% 33.00 4700 17  82% S 1M1
3 NSR  Neustar 3578 000 0.0% 222 129 12% 164 097% 32.00 4300 19 134% M 21
1 ADP  Aulomatic Data Proc. 5650 1.58 2.8% 2.88 12.8 11% 196 113% 49.00 6300 16 178% L 809
3 ORLY O'Reilly Automotive 83.68 000 0.0% 4.34 11.9 14% 19.3 110% 71.00 96.00 17 138% L 1/11
3 TSCO Tractor Supply 8129 028 03% 337 11.2 14% 241 134% 43.00 8100 01 172% M 7/09
2 PNRA Panera Bread 15114 000 00% 546 8.8 14% 27.7 139% 96.00 14100 08 198% M  2/08
2 SSYS Statasys 3650 0.00 00% 107 8.7 20% 341 171% 21.00 3400 08 171% S 12006
| FAST Fastenal Co. 4553 056 12% 145 80 15% 314 136% 3300 4500 09 209% L 107

NOTE: Many subscribers have requested help identifying the market capitalization of JAS companies. Market capitalization is
the value of all a company's shares at the present price. k is a measure of what the markst thinks the whole company is
worth. We have added a new column labeled “Cap,” which can be found toward the right side of the company sort tables. We
have adopted Wall Street convention by considering comparies whose market capitalization is $10 billion or greater to be
large capitalization (“L"). Small caps (“S") are those whose capitalization is under $2 billion. Those between $2 billion and $10
billion are considered “Mid caps™ ("M").

Recommended companies aro highlighted
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ACME PACKET (APKT)

Fiscal Year ends Dec 31

Recent Price 26.14

Buy up to 27

52 Week Price Range 25.20 to 84.50
Quality Average
Current Yield None

Shares Outstanding 66.8 Mil.

Total Debt None

ESTIMATES

Growth 20%
Dividend Payout Ratio 0%
5 YEAR RISK REWARD ESTIMATE
Price Gain 122% to 58
Risk of Loss 35% to 17
Potential Gain/Loss 35t01

EARNINGS PER SHARE & P/E RATIOS

P/E AS
FISCAL YEAR E/S P/E RATIO RV % GROWTH
2010 0.62 42.2 325 211
2011 (Est.) 0.67 39.0 130 195
2012 (Est.) 0.85 30.8 103 154

Data moves across the intermet in digital
“packets.” When packets move between dif-
ferent digital networks, their behavior can
change. Sometimes packets moving between
networks need to behave as if within a single
network. Or, for security reasons, certain data
may or may not be allowed to cross networks.
Because data streams are not all equally val-
uable, seme can run through slower, cheaper
networks, while others require faster, more
efficient routing. Consider an analogy: city
buses follow one set of traffic nies, whike
ambulances follow another. Acme Packet's
“Net-Net” border control software and devices
manage how digital packets move within and
between networks.

Think back to the 1990s when microproces-
sors and application software were rapidly
increasing in both complexity and speed,

pushing each other forward in the process.
Today, a similar case applies to networks,
where better data transport enables better
applications, which then turn around and de-
mand even better networks.

Acme Packet Founder and CEO Andrew Ory
got started in the field of border control before
there was much need for technology. Today,
network complexity is going “critical,” and
APKT is solving real problems. Voice-over-
intemet-protocol (VOIP), which requires fast
and reliable connections, often across multi-
ple networks, is the present “killer-app™ driv-
ing border control adoption, but many other
applications are rising to prominence.

Some of the company's juiciest low-hanging
fruit comes from telecom companies replac-
ing their old switch networks with versatile,
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low-cost IP (internet protocol) infrastructure.
Verizon is the company's biggest customer.
Although there are relatively few major tele-
com providers, Acme Packets customer
base is quite welldiversified. More and more
small and midsized network operators are
discovering a need for border control solu-
tions. The company recently boasted 1,500
total customers, a number which is almost
certain to continue to increase rapidly. No
customer represented more than 12% of the
company’s sales in 2010. Only two customers
were greater than 10% (Verizon and Alcatel
Lucent).

In the five years APKT has been a public
company, shares have typically traded at a
very high valuation, reflecting astronomical
growth projections. When growth began to
slow this year, shares came down hard, cur-
rently down almost 70% from their April
highs. APKT entered our buy range recently
when management pre-announced weaker
than expected fourth quarter results for 2011,
sending shares down 20% on January 4%.
Infrastructure businesses, especially small
infrastructure businesses, tend to be lumpy.
We are betting that the cument soft demand
ervironment proves temporary.

We also think investors shoud maintain a
healthy sense of perspective. Although Q4
sales will come in weaker than expected, the
midpoint of management's revised guidance
still calls for year-over-year revenue growth of
21%. GAAP EPS will tick down slightly, but
eamings are typically much lumpier than
sales., If 21% growth demonstrates weak-
ness, imagine what strength will look like. A
little bit of bounce-back in the second half of
2012 should put shares back on track.

In the Investor Advisory Service, we strive
to present readers with a diverse and compel-
ing set of potential investment candidates.
Companies should show potential for growth,
but shares also demonstrate a good value.
Acme Packet is pretty far on the “growth”
end of our spectrum. In the past, the market
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has been willing to pay P/E's of 100, or high-
er, for APKT shares. Going forward, we pro-
ject a high P/E of 35, with a low P/E of 25.

A midpoint P/E of 30 may seem hard to
stomach, but a big mitigating factor to the
comparny’s sky-high valuation is the extraor-
dinary balance sheet, which recently showed
$372 million in cash and equivalents, with just
$54 million in total liabilites. Growing tech-
nology companies often maintain obscenely
rich war chests, but APKT stock’s recent per-
formance should prompt the company to put
its cash to work. With a total market capitali-
zation of less than $2 bilion, management
could pull off a sizable share buyback. In the-
ory, the company could quickly use its cash
to buy back 20% of its outstanding shares.
We'd love to see a buyback of that magni-
tude, both for the effect it would have on the
company’s income statement, and as a sym-
bolic vote of confidence from management
and the board.

Our high P/E of 35, combined with estimated
high EPS of $1.67, could generate a high
stock price of 58.4. We calculate the stock's
potential low as 16.8, based on 2011 GAAP
EPS of $0.67 and a low multiple of 25.
Shares are likely to remain volatiie. We won't
be shocked if they move outside of our range,
although the recent Q4 pre-announcement
should dampen near-term risk. Longer tem,
we think the future locks bright and that po-
tential exists for truly outsized gains.

Acme Packet is listed on the NASDAQ under
the symbol APKT.

Investor contact is:

Brian Normis

Director of Investor Relations
100 Crosby Drive

Bedford, MA 01730

Telephone: 781/328-4790
Email: bnorris@acmepacket.com

Website: www.acmepacket.com




Company Acme Packet Price Date  01/05/12
Study by 1as Data Date 01/04/12
k Sector Technology Data Source StkCatzl
oc Industry Communication Equipment |Reference Mormingsta
S t d Preferred(SM) 0.0
u y : Common(M Shares) 66.8 | % Insiders 12.4
| Debt(SMm) 0.0 |% Institutions 88.6
i % Debt to Tot.Cap. 0.0 |Quality 2.6 (rake stock:
1 Growth Analysis NAS: AEET
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(1) Historical Sales Growth

293 9%

(2) Estimated Future Sales Growth
(5} Sales Growth R2

- 0%
5:60. 094

2008 2009 2010 201 2012 2013 2014 2015 2016

(3) Historical Earnings Per Share Growth 218 % www,iclub.com
{4} Estimated Future Earnings Per Share Growth — 20,0 %
(6) Earnings Per Share Growth R? ~8:79. 0.51
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2 QUALITY ANALYSIS Company Acme Packet (APKT) 01/05/12
5 TREND
2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | ypao'sve DENEONMN
A % Pre-tax Profiton Seles 0.0 [™—_|-43.5/ 0.0 |30.2|27.3(14,8|17.3|28.9 \ 22.1 NMF
B %ROE(BegmningY) [ [T~ [T~ [T~ [T~ [13.4| 6.6 | 11,7 |18.5| 13.5 12.7 UP
C % Debt o Equity 0.0 | 0.0 | 0.0 | 0.0 | 0.0 | 0.0 0.0| 0.0 | 0.0 | 0.0 0.0 EVEN

3 PRICE, PRICE/EARNINGS RATIO and DIVIDEND ANALYSIS

B TOTAL RETURN ANALYSIS

_ CURRENTPRICE(PE) 26.14 (37.3)  S2WEEKHIGH(PE) 84.50 (120.7)  spWEEKLOW(PE) 25.20 (36.0)
Fiscal Year High Price Low Price EPS High PEE Low PE Dividend % Payout % High Yield
1| 2007 21.4 10.8 0.30 71.3 36.0 0.000 0.0 0.0
‘2| 2008 12.8 2.8 0.18 71.1 15.6 0.000 0.0 0.0
3| 2009 12.3 3.6 0.28 43.9 [Tizse_ | 0.000 0.0 0.0
4| 2010 59.4 10.2 0.63 94.3 16.2 0.000 0.0 0.0
5 2011 84.5 25.2 0.67 | I26-1_._| 37.6 0.000 0.0 0.0
6| AVERAGE | 10.5 70.1 26.4 0.0
AVERAGE P/E RATIO 525 _48.2 PROJECTED PfE RATIO 31.1 TTMEPS 0.70
CURRENT P/E RATIO 37.3 PEG RATIO 1.6 FTMEPS 0.84
RELATIVE VALUE Tr-0% 77.4% PROJ.RELATVEVALUE  59-3% 64.6% AVG TTM +FTMEPS 0.77
4 EVALUATING REWARD and RISK over the next 5 years
AFUTURE HIGH PRICE ANALYSIS ~ NEXT 5 YEARS
Selected High PIE - X Estimated High Eamings/Share 1.67 = Forecast High Price $ 58.4
B FUTURE LOW PRICE ANALYSIS — NEXT 5 YEARS
{a} Sel.Low P/E o )25 +0  XEstimated Low Earnings/Share 0.67 =$ 16.8
as adj.
(b} Average 5-Year Low Price = 10.5
(c) Recent Severe Low Price = 10.2
{d) Price Dividend Wil Support = Present Divd. + High Yield = 0.000 . ©0.000 * 0.0
Selected Estimated Low Price = 16.8
C PRICE RANGES
Forecast High Price _58.4 - Estimated Low Price 16.8 =Range _ 41.6  25%cofRange= 10.4
BUY (Lower 25% of Range) = 16.8 1o 27.2
MAYBE (Middle 50% of Range) = 27.2 o 48.0
SELL (Upper 25% of Range) = 48.0 o 58.4
Current Price 26.135 is in the Buy Range
D REWARD/RISK ANALYSIS (Potential Galn vs. Risk of Loss)
{Forecast High Price 58+ 4 . curentPrice 26-135  j+( CurentPrice 26135 _Estimated Low Price 36.8 )= 3.5  To1

A CURRENT YIELD

Present Full Year's Dividend $ 0.000 + CurrentPrice of Stock § 28.135
B AVERAGE YIELD - USING FORECAST HIGH P/E

Avg. % Payout .0 + Forecast High P/E 35.0 = Avg. Yield

€ % COMPOUND ANNUAL TOTAL RETURN - USING FORECAST HIGH P/E
Average Yield 0.0 % + Annual Appreciation

© 2010 ICLUBcentral Inc., 711 West 13 Mile Road, Madison Heights, M| 48071 (248)-654-3100

17.4 % = Compound Annual Total Return

0.0 % Present Yield or % Returned on Purchase Price

0.0

17.4
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DANAHER CORPORATION (DHR

Fiscal Year ends December 31

Recent Price 50.49

Buy up to 61

52 Week Price Range 39.34 to 56.09
Quality Above average
Current Yield 0.2%

Shares Outstanding 687.3 Mil.

Total Debt $5,895.7 Mil.

ESTIMATES

Growth 15%
Dividend Payout Ratio 3%
5 YEAR RISK REWARD ESTIMATE
Price Gain 136% to 119
Risk of Loss 20% to 40
Potential Gain/lLoss 6.6 to 1

EARNINGS PER SHARE & P/E RATIOS

PIE AS

FISCAL YEAR E/S P/E RATIO RV % GROWTH
2010 2.30 22.0 119 146
2011 (Est.) 2.82 17.9 97 119
2012 (Est.) 3.29 15.3 83 102

One of the many strengths of the Investor
Advisory Service is the coverage of a wide
variety of companies, each appearing to
satisfy Betterinvesting criteria. Although one
might wonder how fast a $15 billion {sales)
company can grow, a company with Dana-
her's history and strategy seems a likely
candidate for growth among the larger and
more stable companies.

Danaher Corp. is an industrial conglomer-
ate with a system for maximizing the profit
potential and cash flow generation capability
of the companies it acquires. It calls this
process the Danaher Business System
(DBS). While it is easy to dismiss DBS as
just another hollow management term, the
resuts speak clearly: consistent profit

growth, retum on equity, and free cash flow
that are all the envy of competitors.

Danaher divides its business into five seg-
ments. Life Sciences and Diagnostics (25%
of sales) consists of diagnostic, pathology,
chemical analysis, and microscopy prod-
ucts. This segment was augmented by the
significant acquisition of Beckman Coulter in
2011. Industrial Technologies (22% of
sales) makes bar-code and sorting equip-
ment under names like Accu-Sort and Vide-
ojet, and motion control systems (motors,
drives, controls, and related components)
sold under names like Kolmorgen. Test &
Measurement (22% of sales) includes Fluke
electronic test tools and Tektronix electronic
test, measurement, and development prod-
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ucts. Environmental (18% of sales) products
are water analysis instruments under the
Hach, Trojan, and ChemTreat brands and
Gilbarco fuel retailing systems. Dental (13%
of sales) offerings consist of Sybron, Da-
mon, and Gendex dental equipment.

Danaher placed its former Tools and Com-
porents business into a joint venture with
Cooper Industries. This business consisted
of hand tools sold under the Sears Crafts-
man, NAPA, Delta, and Matco brands. Hand
tools seem to be a cyclical, low-growth mar-
ket. While one could argue that it should
have been sold, potential acquirers would
have offered a price that reflects industry
realities. We point this out as a sign of admi-
ration that Danaher is wiling to sell or re-
structure, as well as buy, when facts point to
that conclusion.

Danaher is a global company with a 2010
sales breakdown as follows: North America
49%, Europe 28%, Asia 17%, and “other”
6%. About 22% of sales now come from
“emerging markets.”

Industrial markets are generally not known
for maximum growth, but Danaher has a
number of ways of dealing with this reality.
In addition to enjoying excelient profit mar-
gins, Danaher is proficient at squeezing
cash out of its operations. Danaher also
tends to own businesses that do not need
significant sums each year for new planis
and equipment. The net result is that the
company generated almost $1.6 bilion of
free cash flow in the first nine months of
2011 out of sales of $11.6 billion. Using free
cash flow to fund acquisitions has been a
wel-tested formula for several industrial
companies over the years.

The recent acquisition of Beckman Coulter
presents both a challenge and an opportuni-
ty for Danaher. Beckman Coulter is a pro-
vider of medical diagnostic test equipment
and supplies. Over 80% of revenue is from
recurring sources like consumables, ser-
vices, and lease payments. This is a large

February 2012

acquisition even by Danaher’s standards,
and will require some restructuring to get it
up to Danaher's profit standards.

Current CEQO, H. Lawrence Culp, has
served in that capacity since May 2001 and
at an age of just 48 should be with the com-
pany for quite a long time. About 17% of
Danaher's stock is owned by brothers Ste-
ven and Mitchell Rales.

Because of Danaher's history of making
sound acquisitions and managing them vig-
orously, we have confidence that the com-
pany can maintain above-average growth
well into the future. We selected a long-term
growth rate of 15%, which is in line with its
historical average of 16%. The difficulties of
maintaining such strong growth on a higher
revenue base may be somewhat offset by
Danahers increasing focus on higher-
potential medical companies in recent
years.

At a 15% rate, EPS could reach $5.43 in
five years. Applying the high P/E of 21.9 to
projected EPS yields a potential high stock
price of 119. The potential annual return
approaches 19%. The downside risk ap-
pears to be 20% to a price of 40. The low
price is the product of the historical low P/E
of 149 and EPS of $2.70 over the past
twelve months. It is also consistent with
Danaher’s low price over the past year.

Danaher Corp. is listed on the NYSE under
the symbol DHR.

Investor contact is:

Mr. Matt McGrew,
VP, Investor Relations
Danaher Corp.
2200 Pennsylvania Ave., NW, Ste. 800W
Washington, D.C. 20037

Telephone: 202/828-0850

Website: www.danaher.com
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S t d Preferred($M) 0.0
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Company DANAHER CORP (DHR) 01/13/12

2 QUALITY ANALYSIS

5 TREND
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 YEAR AVG. UP / DOWN
A % Pre-tax Profit on Sales 14.4 (14.2 | 14.6 | 15.4(15.5(14.9|15.3|14.8 | 14.0| 15.9 15.0 upP
B % ROE (Beginning Yr) \ 17.7 | 16.6 | 19.4(18.5|19.5/18.2 | 14.7 | 11.5| 12.8 15.3 DOWN
C % Debtio Eeuity 0.0 0.0 0.0 0.0 0.0 0.0 |37.4|26.0{24.8| 20.2 21.7 DOWN
3 PRICE, PRICE/EARNINGS RATIO and DIVIDEND ANALYSIS
CURRENT PRICE (PIE) 59.49 (18.7) 52-WEEK HIGH (P/E} 56.09 (20.8} S2WEEKLOW(PIE) 39.34 (14.6)
. Fiscal Year High Price Low Price EPS High PIE Low P/IE Dividend % Payout % High Yield
1 2006 37.6 27.0 1.63 23.1 16.6 0.040 2.5
12 2007 44 .6 34.6 1.95 22.9 17.8 0.055 2.8 0.2
3 2008 44.1 23.6 2.12 20.9 11.2 0.060 2.8 0.3
4] 2009 38.3 23.9 1,77 21.7 13.5 0.065 3.7
5 2010 47.6 35.2 2.30 20.7 15.3 0.080 3.5 0.2
;6| AVERAGE 28.9 21.9 14.9 3.1
AVERAGE P/E RATIO 18.4 PROJECTED P/E RATIO 16.3 TTM EPS 2.70
CURRENT P/E RATIO 18.7 PEG RATIO 1.1 FTM EPS 3.11
RELATIVE VALUE 101.6 PROJ. RELATIVE VALUE 88.4 AVG TTM + FTMEPS 2.90
4 EVALUATING REWARD and RISK over the next 5 years
A FUTURE HIGH PRICE ANALYSIS ~ NEXT 5§ YEARS
Selected High P/E 21.9 X Estimated High Earnings/Share 5.43 = Forecast High Price $ 118.9
B FUTURE LOW PRICE ANALYSIS — NEXT 5 YEARS
{a) Sel. Low P/E 3-4 dg) X Estimated Low Eamings/Share 30 2.70 =% 40.2
as ai
(b) Average 5-Year Low Price = ' 28.9
{¢) Recent Severe Low Price = 23.9
(d) Price Dividend Will Support = Present Divd. + High Yield = 0.080 . 0.003 = 29.4
Selected Estimated Low Price =% 40.2
C PRICE RANGES
Forecast High Price 118.9 - Estimated Low Price ___40.2 =Range _ 78.7  25%ofRange= 19.7
BUY (Lower 25% of Range) = 40.2 to 59.9
MAYBE (Middle 50% of Range) = 59.9 - 99.2
SELL (Upper 25% of Range) = 99.2 to 118.9
Current Price 50.490 is in the Buy Range
D REWARD/RISK ANALYSIS (Potentlal Galn vs. Risk of Loss)
(Forecast High Price 118 < 9. Current Price 50-490  y+( curent Price 50.490 _Egtimated Low Price 40.2 )= 6.6 o1
5 TOTAL RETURN ANALYSIS
A CURRENT YIELD
Present Full Year's Dividend$ _ 0+989 . cumentPrice of Stock § 50:490 - 9.2 % present Yield or % Retumed on Purchase Price
B AVERAGE YIELD - USING FORECAST HIGH P/E
Avg. % Payout 3. + Forecast High PIE 21.9 = Avg. Yield 0.1
C % COMPOUND ANNUAL TOTAL RETURN - USING FORECAST HIGH P/E
Average Yleld 0.1 % + Annual Appreclation 18.7 % = Compound Annual Total Return 18.8 %
© 2010 ICLUBcentral Inc., 711 Wast 13 Mile Road, Madison Heights, M| 48071 {248)-664-3100 wwwiclub com
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MEDIDATA SOLUTIONS, INC. (MDSO

Fiscal Year ends December 31

Recent Price 20.16
Buy up to 22

52 Week Price Range 27.39
Quality Average
Current Yield None
Shares Qutstanding 23.8 Mil.
Total Debt $0.2 Mil.

ESTIMATES

Growth 15%
Dividend Payout Ratio 0%
5 YEAR RISK REWARD ESTIMATE
Price Gain 143% to 49
Risk of Loss 36% to 13
Potential Gain/Loss 4.4 to 1

EARNINGS PER SHARE & P/E RATIOS

P/E AS
FISCAL YEAR EIS P/E RATIO RV % GROWTH
2010 0.95 21.2 106 141
2011 (Est.) 1.11 18.2 91 121
2012 (Est.) 0.95 21.2 106 141

The pharmaceutical industry spends roughly
$120 bilion per year on research and de-
velopment. Of that, $80 billion is spent on
clinical development and $70 bilion on hu-
man ftrials. Historically this has been a very
manual, paper-based process. Companies
like Medidata Solutions, Inc. are bringing
automation to the process.

Medidata’s principal offering, Medidata
Rave, is a comprehensive Intemet-based
software platform that integrates electronic
data capture with a clinical data manage-
ment system that covers the entire clinical
trial process, including design, execution,
and post-trial analysis. The system has var-
ious components. Designer, a clinical trial
protocol development tool, enables custom-

ers to design trial protocols more effectively
and automatically configure Rave. Grants
Manager increases the efficiency of trial
budgeting and improves compliance. CRO
Contractor helps Contract Research Organ-
izations (outsource service fims performing
clinical trial work) with budgeting and con-
tract negotiation. Balance facilitates ran-
domization of data participants and trial
supply management.

The company was founded in 1989 and be-
came a public company in June 2009. Usu-
ally we like to see at least five years of pub-
lic history, but in this case we will make an
exception for an interesting growth area that
has traditionally lacked the automation ben-
efits that information technology can supply.




Page 2

The firm's software is being used in more
than 2,000 clinical trials. Sales are recog-
nized for single or multi-use studies. Recur-
ring customer use is high and the company
reports that 968% of its customers in the past
year used the system again for additional
clinical trial work. About 80% of sales for the
first nine months of 2011 came from using
the application and the balance from pro-
fessional services such as training, imple-
mentation, interface creation, trial configura-
tion, data testing, reporting, procedure doc-
umentation and other customer-specific
services.

Medidata has over 260 customers, includ-
ing 22 of the top 25 global pharmacedtical
companies measured by sales. In 2010, the
fim's top five customers accounted for 43%
of sales. Three customers, Johnson &
Johnson, Roche, and AstraZeneca, were
respongsible for 11%, 11%, and 10% of
sales, respectively. The remaining custom-
ers include a wide variety of biotech firms,
CRO, medical device makers, and academ-
ic institutions. About 70% of sales are from
U.S. customers with about 15% each from
Eurcpe and Asia.

The company has multiple ways to grow. A
direct sales force works with new and exist-
ing customers, either to initiate a new rela-
tionship or cross-sell existing services. Me-
didata has added new modues to its Rave
platform, either developed intemally from
customer feedback or acquired and inte-
grated, and expects to continue to do so. As
an example, the acquisition of Clinical Force
should help Medidata penetrate smaller,
regional CROs. The company is also work-
ing on indirect sales channels, including
CROs, healthcare information technology
consultants, and sysiems integrators.

Medidata believes the pharmaceutical in-
dustry spends about $2.0 bilion per year on
clinical trial information technology. The
firm’s main competition comes from Oracle
Clinical and Perceptive Informatics and fel-

February 2012

low public company BioClinica, which has
an expertise in medical image management.

When investing in small companies like
Medidata there are a number of risks to
consider. Historically, the firm generated
significant losses, creating the opportunity
to shield profits for a while from taxation and
boosting EPS. Starting in 2012 the fim ex-
pects to largely exhaust its previous losses
and begin to incur taxes at a nommal rate.
This explains the expected drop in EPS
from 2011 to 2012. Another caution, per-
haps, is the resignation of CFO Bruce Dal-
ziel, 53, for perscnal reasons. However, Mr.
Dalziel expects to stay with Medidata
through the first half of 2012 to help transi-
tion and has a history of short stints with
technology companies.

Medidata expects to grow sales and eam-
ings 20%, with 15% from organic growth
and 5% from acquisitions. We are more
conservative and project average growth of
15%. Five years of this growth could lead to
EPS of $1.91. Using a high P/E ratio of 26,
the potential high price is 49. If these results
come to pass, the annual appreciation could
be as high as 20%. The downside risk ap-
pears to be 36% to 13, the calculation of the
low P/E ratic of 14.1 multiplied by 2010 EPS
of $0.95.

Medidata Solutions, Inc. trades on the
NASDAQ under the symbol MDSO. The
firm has over $100 million in cash and virtu-
ally no debt.

Investor contact is:

Medidata Solutions, Inc.
Investor Relations

79 Fifth Avenue, 8" Floor
New York, NY 10003

Telephone: 212/918-1800
Fax: 212/918-1818

Website: www.mdsol.com



Stock

Company Medidata Solutions

Price Date 01/13/12

Study by Ias

Data Date 01/12/12

Sector Technology

Data Source stkcatrl

Industry software - Applicat

ion Reference Morningsta
S t d Preferred($M) 0.0
u y Common(M Shares) 23.8 % Insiders 9.9
Debt($M) 0.2 | % Institutions 89-6
% Debt to Tot.Cap. 0.3 |Quality 0.0 (rake stock)
1 Growth Analysis NAS: MDSO
2K FY 2011 03 (Ended 5/30/2011)
RECENT QUARTERLY FIGURES
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(1) Histarical Sales Growth 47.0 % (3) Historical Earnings Per Share Growth — D844 9% www.iclub.com
(2) Estimated Future SalesGrowth — 150 % {4) Estimated Future Earnings Per Share Growth — 18.0 %
{5) Sales Growth R? 0.95 {6) Earnings Per Share Growth R2 0.79
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2 QUALITY ANALYSIS Company Medidata Solutions (MDE0) 01/13/12

5 TREND
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | yeac ave. U e
A %PretaxProftonSales | [T [T [T [T |-53.8(|-36.8|-16.4| 5.0 | 14.3 -17.5 UP
B %ROE@eginningY) | [ T T [T [T [T [T~ [ 107.5| 107.5 EVEN
C % Debtto Equity 0.0 | 0.0 | 0.0 | 0.0 0.0 | 0.0 0.0| 0.0 | 5.9 | 0.1 1.2 DOWN
3 PRICE, PRICE/EARNINGS RATIO and DIVIDEND ANALYSIS
CURRENT PRICE (PE} 20.16 (14.5) . 52WEEK HIGH (P/E) 21_' .3 9_ (18.7) 52-WEEK LOW (FE) 14.07 (10.1})
Fiscal Year High Price Low Price EPS High PIE Low PE Dividend % Payout % High Yield
‘1] 2006 0.0 0.0 -3.10 [TTo0— | 00| 0.000 0.0
2] 2007 0.0 0.0 -3.78 [ TTow0— ] T06-6—__| 0.000 0.0 0.0
3| 2008 0.0 0.0 -2.76 [ TT0+0—_ ] T0+0—_| 0.000 0.0 0.0
-4| 2009 19.7 14.5 0.25 [78-8._ | 80| 0.000 0.0 0.0
‘5| 2010 24.7 13.4 0.95 26.0 14.1 0.000 0.0 6.0
'B| AVERAGE 13.9 26.0 14.1 0.0
AVERAGE P/E RATIO Ta=2 20.1 PROJEGTED PIE RATIO 12.6 TIMEPS 1.39
CURRENT P/E RATIO 14.5 PEG RATIO 0.8 FTMEPS 1.60
RELATIVE VALUE 32.8% 72.1% | PROLRELATVEVALUE 7B.5% 62.7% AVG TTM +FTMEPS 1.49
4 EVALUATING REWARD and RISK over the next 5 years
A FUTURE HIGH PRICE ANALYSIS — NEXT 5 YEARS
Selected High P/IE 26.0 X Estimated High Eamnings/Share 1.91 = Forecast High Price $ 49.7
B FUTURE LOW PRICE ANALYSIS - NEXT 5 YEARS
(a) Sel. Low P/E (14 : 1) X Estimated Low Eamings/Share 0.95 =$ 13.4
as ad|.
(b) Average 5-Year Low Price = ' 13.9
{c) Recent Severe Low Price = 13.4
(d} Price Dividend Will Support = Present Divd. + High Yield = 0.000 . 0.000 = 0.0
Belected Estimated Low Price =$ 13.4
C PRICE RANGES
Forecast High Price _292.7 -Estimsted LowPrice ___ 13.4 =Range _ 36.3  25%ofRange= 9.1
BUY (Lower 25% of Range) = 13.4 o 22.5
MAYBE (Middle 50% of Range) = 22.5 1 40.6
SELL {Upper 25% of Range) = 40.6 1o 49.7
Current Price 20.169 is in the Buy Range
D REWARD/RISK ANALYSIS (Potentlal Gain vs. Risk of Loss)
{Forecast High Price 49-7 - CurrentPrice 20.160  j+( Curent Price 20.160 _ Estimated Low Price 13.%4 )= 4.4 101
B TOTAL RETURN ANALYSIS
A CURRENT YIELD
Present Full Year's Dividend $ __0.000 . cumentPriceofStock § 20.160 0.0 % present Yield or % Retumed on Purchase Price
B AVERAGE YIELD - USING FORECAST HIGH P/E
Avg. % Payout 0.0 + Forecast High F/IE 26.0 = Avg. Yield 0.0
C % COMPOUND ANNUAL TOTAL RETURN - USING FORECAST HIGH P/E
Average Yleld 0.0 % + Annual Appreciation 19,8 % = Compound Annual Total Retumn 19.8 %
© 2010 ICLUBcentral Inc., 711 West 13 Mile Road, Madison Helghts, MI 48071 (248)-654-3100 www loiub, com
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Stock Report | December 31,2011 | NYS Symbol: HRB | HRB is in the S&P 500 STANDARD

Block (H&R) Inc. &POOR'S

S&P Recommendation JJA BV ETI RV RS Price 12-Mo. Target Price Investment Style
-.... $16.33 (8 of Dec 30, 2011) $18.00 Large-Cap Blend

GICS Sector Consumer Discretionary
Sub-Industry Specialized Censumer Services

Key Stock Statistics (Saurs S8, Vickers, company reporis]

Summary H&R Block is one of the world's largest providers of tax services.

52-Wk Range $18.00-11.91 S&P Oper. EPS 2012E 157 Market Capitalization(B}
Trailing 12-Month EPS $1.08 S&P Oper. EPS 2013E 163  Yield {%)
Trailing 12-Month P/E 15.1 P/E on S&P Oper. EPS 2012E 104 Dividend Rate/Share

$10K Invested 5 Yrs Ago

Price Performance

$8.434 Common Shares Outstg. {M)

30-Week Mov. Avg. =~

10-Week Mov. Avg.~ = GAAP Earnings vs. Previous Year Voluma Above Avg. Iﬁ.l 8TARS
12-Mo. Target Prica == Roglatlve Strength —— A Up ¥ Down ™ No Change

Below Avg. [ 1[""

| ¥

o=
it

A TN Wl R T

4

ASONDIJFMAMJ JASOND|JFMAMJ JASOND(JFMAMJJASOND|JFM

2008 2009

2019 2011 2012

Dptions: ASE, CBOE, F, Ph

Analysis prepared by Equity Analyst Efraim Levy, CFA on Dec 14, 2011, when the stock traded at $15.37.

Highlights

» We see total revenues from continuing opera-
tions rising 1.7% in FY 13 {Apr.), after an expect-
ed declina in FY 12, Revenues in FY 12 are not
comparable to the prior fiscal year due to the
sala of HRB's business services division, RSM
McGladrey. Although we beliave mare people
may prefer to do their cwn taxes or choose e-
filing options out of necessity in a difficult acon-
omy, we are encouraged to hear HRB's goals of
reducing early season customer losses and in-
craasing digital competitivenass. Wa also think
advertising has been relatively effective in at-
tracting new customers.

» After a 230 basis points {bps) contraction in the
operating margin in FY 11, largsly due ta the in-
ahility to offer refund anticipation loans (RALs),
we sae meaningful improvement in FY 12. This
reflects a growing digital business, and in-
creased migration of customers to non-RAL
products.

» Despite the expected dilutive impact of divest-
tures, we project EPS from continuing opera-
tions of $1.57 in FY 12, rising to $1.63 in FY 13,
aided by tha repurchase of more than 13 million
shares in the October quarter as wall as poten-
tial repurchases under existing authorizations.

Y

Investrewt Rationale/Risk

» Although we believe the U.S. economy is slow-

ing and the odds of ancthar recession have in-
creased, we think HRB will be lass affected
than most companies. While some people will
choose to do their own tax filings due to eco-
nomic necessity, we think HRB has been affec-
tive in attracting new gustomers with its adver-
tising. We note that 2011 tax-season filings rose
6.5%, on both strang retail and digital filings.
We also believe the current dividend yiald of
about 5.2% will lend support to the share price.

Risks to our recommendation and target price
include a slowdown in the 1.8. aconomy caus-
ing more peapla to do their own tax filings, in-
creased competition, adverse litigation, and
problems with the transition to new sentor man-
agement.

» W derive our 12-month target price of $18 by

applying an 11X multipla to our FY 13 operating
EPS estimate of $1.63, below peers and HRB's
histarical five-year range, given the near-term
risks that could affect our EPS estimata.

Institutional Ownership (%)

$4.783 Beta 0.65
490 S&P 3-Yr. Proj. EPS CAGR(%) 8
$0.80 S&P Cradit Rating BBB
94
Oualitative Risk Ascascment
L_tow | weown  [CTCNNN

Daspite HRB's leading tax preparer position in its
market, our risk assessment reflects uncertainty
following the loss of HRB's ability to offer refund
anticipation loan products. We are also
concerned about internal accounting control
issues, which caused HRB to restate almost three
years of results in years past.

CGnantifative Evaluations

S&P Quality Ranking

|c|s-_ﬂa+|A|A|A+|
Relative Strength Rank STRONG
LOWEST =1 HIGHEST = 99

Revenue/Earnings Data
Revenue (Million 8}
10 20 3a a0  Year

2012 2676 1292 - - --
201 2145 1R3 8815 2325 3776
2010 2755 3261 9348 2338 3874
2009 2719 3B15 9935 2467 4,084
2008 3812 4348 9726 2615 4404
2007 3428 3981 9312 2351 402
Eamings Per Share {$)
2012 057 041 E016 E218 ELS7
20m 040 03 -0 2,14 1.34
2010 039 -0.38 0.16 2.0 1.46
2009 033 040 0.20 209 1.53
2008 039 042 0.03 2n 1.39
2007 036 -0.38 0.07 1.81 1.15

Fiscal year ended Apr. 30. Next earnings report expected: Early
March, EPS Estimates based on S&P Operating Eamings;
histarical GAAP samings are as reponted.

Dividend Data (Datss semild Payment Date, mswédiny

Amount Date Ex-Div. Stk.of Payment
7] Decl.  Date Record Date
0.150 02/22 03/08 03/10 04/01/11
0.150 05/25  06/08 06/10 07/01/11
0.150 08/15  09/13 0915 10/03/11
0.200 12/08 1220 12722 01/05A12

Dividends have been paid since 1962, Source: Company repors.

Please read the Required Disclosures and Analyst Certification on the last page of this report.
Redistribution or reproduction is prohibited without wiittan permission. Copyright ®2011 The McBraw-Hill Companies, Inc.
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Block (H&R) Inc.

Businezs Summary December 14, 2011

CORPORATE OVERVIEW. H&R Block {HRB) provides various financial products and services, which the
company believes are complementary. in FY 11 {Apr.), tax services accounted for 77.2% of revenues and
113.4% of profits, business services [sold in FY 12) for 22.0% and 7.2%, and the corporate division for 0.9%
and -20.8%.

The Tax Services division sarved about 24.5 miilion clients in FY 11, versus 23.2 millien in FY 10 and 23.9 mil-
lion in FY 09. There were 11,068 company-owned and franchised U.S. H&R Block offices at April 30, 2011. In
addition, HRB offers tax preparation services at hundreds of H&R Block Premium offices for more complex
returns. International cperations are located primarily in Australia and Canada, with combined company-
owned and franchise offices numbering 1,708 at April 30, 2011. Tax Services also offers online tax prepara-
tipn, tax preparation software and guarantee programs.

The company was also one of the leading providers of business services through ASM McGladrey, sold in
November 2011,

MARKET PROFILE. HRB's largest segment, Tax Servicas, competes with other tax service chains, profes-
sional CPA/accounting firms, "mom and pop” locai tax service providers and do-it-yoursalfers (DiYers). In
addition, HRB and some other online tax service product providers participate in the Free Filing Alliance,
which offars free online federal return preparation with no income limitations, We believe HRB competes
successfully by offering many services at what customers believe is an acceptable price-to-value relation-
ship. These services include: the convenience of the largest retail tax office network in the U.S.; a "Peace
of Mind" Guarantee” {POM) whereby HRB commits to represaenting its clients if they are audited by tha IRS,
and assuming the cost of additional taxes resulting from errors attributable to an HRB tax professional; and
a service whereby DIYers using HRB's online service can have an HRB tax professional check their re-
turns and receive the POM guarantee. By offering increased value, HRB has been able to raise its rates
5%-7% annually since 2002

LEGAL/REGULATORY ISSUES. In March 2006, the New York State Attorney General sued HRB for fraudu-
lent marketing of individual retiremant accounts {IRAs}, alleging that HRB steered clients into IRAs that
were "virtually guaranteed to lose money.” HRB has released a statement defending its Express IRA prod-
uct. Subsequently, at least 10 law firms filed securities class action lawsuits against H&R Block Financial
Advisors on behalf of shareholders in either the U.S. District Court for the Southern District of New York or
the U.S, District Court for the Westarn District of Missouri. As of April 2009, HRB said it believes the claims
in these cases are without merit, and that it will defend itsslf against them. Although HRB sald H&R Black
Financial Advisors, effective November 1, 2008, HRB is still responsibla for the Exprass IRA litigation
through an indemnification agreement with Ameriprise.

In December 2005, HRB reached an agreement with plaintiff class representatives and class counsel that
would settle four state class action lawsuits related to rafund anticipation loans {RALs) as well as potential
claims of RAL purchasers in 22 other states and the District of Columbia. As of April 2009, HRB had seted
all but one of the RAL cases. HRB said it believes it has meritorious defanses in this case, and that it will
defend itself.

In March 2006, HRB announced that it had been granted a federal savings bank charter by the Dffice of
Thrift Supervision, allowing it to provide banking products and services through its subsidiary, H&R Block
Bank. HRB had already received approval of its deposit insurance application from the Federal Deposit In-
surance Corp. The bank, which began cperations on May 1, 2006, provides traditional banking products, in-
c¢luding checking, savings, certificate of deposit accounts, and IRAs. The bank also offers prime loan prod-
ucts, such as fixed-rate and adjustable-rate mortgage loans. The bank is headguertered in Kansas City,
MO, and plans to service clients through a variety of channels, including ATM networks, the Internet, tele-
phone banking, and a customer service call center,

FINANCIAL TRENDS. Pratax margins increased in FY 07, FY 08 and FY 09 after declining every year since FY
03, but then declined in FY 10 and FY 11. The improvemsnt was largely driven by a rebound in operating
margins in Tax Services and achievement of a higher operating profitin Business Sarvices, while we think
the declina was dus to greater e-filing compstition. In Tax Services, we project an operating margin im-
provement going forward. We also forecast slightly improved margins for the ather businesses due to the
projected declining losses associated with the emarging businass investments in the Business Services
segment and a focus on cost efficiencies.

STANDARD
&POOR’S
Corporais Information
Investor Contact

§. Dudley {816-854-4505)

Dffice
One H&R Block Way, Kansas City, MO 64105,

Telephone
816-854-3000.

Fax
816-854-8500.

Email
investorrelations@hrblock.com

Website
http:/Aeww.hrblock.com

Chrmn SVP & CI0
R.A. Gerard R. Agar

Pres & CEO Chief Accty Dfficer &
W.C. Cobb Cntlr
C.R. Brown
SVP & CFO
J.T. Brown

Board Members
P. J. Brown
W.C. Cobb
M. R. Ellison
R. A. Gerard
D. B. Lewis
V. J. Reich
B. C. Rohde
T.D. Seip
C.Wood

J. F. Wright

Domicile
Missouri

Founded
1946

Employees
115,100

Stockholders
24,000

Redistribution or reproduction is prohibited without written permission. Copyright ©2011 Tha MeGraw-Hill Companias, Inc.
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STANDARD

Block (H&R) Inc. &POOR’S
Quastitative Evaluations Expanded Ratie Apalysis
S&P Fair Value + [EEEIIRFE] N 3 nI’ 2011 2010 2009 200
Rank LOWEST HIGHEST PricefSales 1.39 1.02 1.85 1.69
Based on S&P's proprietary quantitetive model, stocks are ranked Price/EBITDA 6.72 159 7.88 8.54
from mast overvalued (1} to most undervaluad {5). Price/Pretax Income 747 5.06 9.02 9.98
P/E Ratio 12.06 812 14.75 16.37
Fair Value $17.00 Analysis of the stock's curvent worth, based on S&P's proprietary Avg. Diluted Shares OQutstg (M) 309.8 3332 3345 321.5
- quantitative modal suggests that HRB is slightly undarvaluad by
Calculation 3087 or4.1%. Figuras based on calendar ysar-end price
Investability Koy Growth Rates and Averages
Quotient LOWEST=1 HIGHEST = 100
Porcentile HRB scored higher than %% of all companies for whith an S&P Past Growth Rate (%) 1 Year 3 Years 5 Yoars 9 Years
Reportis avalaire. Sales -6.04 6,05 -4.59 0.40
Net Income -14.22 -2.85 0.40 -262
Velatility LOW m HIEH
Ratio Analysis {Annual Avg.)
Technical BULLISH Since October, 2011, the tachnical indicatars for HRE have been Net Margin (%) 11.52 12.24 1n.27 124
Evaluation BULLISH. % LT Dbt to Capitalization 4130 4209 40.31 33.90
Return on Equity {%) 2002 35.41 33.02 3337
sidor ity ‘neavonnei NI _eavon |
. Company Financials Fiscal Year Ended Apr 30
Per Share Data {($} 201 210 2009 2008 2007 2006 2005 2004 2003 202
Tangible Book Value 0.77 0.72 051 NM 0.74 1.90 1.64 1.41 1.69 0.73
Cash Flow 1.69 1.78 1.90 1.83 1.62 2.05 243 242 202 1.57
Earnings 1.34 1.46 1.53 1.39 1.15 1.47 1.88 1.95 1.58 1.16
S&P Core Earnings 131 1.52 153 1.40 1.15 1.53 1.76 1.85 1.4 1.67
Dividends NA 0.60 0.56 053 049 0.54 0.39 0.39 0.35 0.29
Payout Ratio NA 11% 7% 38% 42% 37% 1% 20% 22% 25%
Calendar Yaar 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
Prices:High 2323 23.27 2197 24.95 2575 30.00 3050 27.89 26.75 2319
Prices:Low 10.13 13.73 15.00 1757 19.60 22,99 22.08 17.64 14.50 9.18
P/E Ratio:High 17 16 18 18 22 20 18 14 17 20
P/E Ratio:Low B g 10 13 17 16 12 9 9 8
Income Statement Analysis {Million $)
Revanue 3640 3874 4,084 4404 4,021 4,873 4,420 4,206 3,780 3318
Operating Incoma 752 865 963 8N 810 128 215 1411 240 987
Depreciation 103 1056 122 146 150 192 184 172 162 1585
Interest Expensa 95.4 90.6 1.65 243 45.9 49.1 62.4 846 926 116
Pratax Incoma 677 784 839 745 636 827 1,018 1,164 987 717
Effective Tax Rate NA NA 38.9% 39.0% 4.1% 40.7% 37.5% 38.5% 1.2% 39.4%
Net Income 413 489 513 454 3 49 636 04 580 434
S&P Core Earnings 405 506 514 458 374 509 593 665 527 400
Balance Sheet & Other Financial Data (Million $)
Cash 1,678 1,804 1,655 729 1,254 1,088 1,817 1817 1,337 617
Currant Assets 2478 2,643 25N 2,382 3,454 2824 3on 2,961 2,747 2,245
Total Assets 5,208 5234 5,360 5,623 7,499 5,989 5,539 5,380 4,604 4231
Current Liabilities 2215 231 2,398 3,096 5176 2,893 2,209 2472 1,897 1,880
Long Term Debt 1,039 1,060 1,107 1,032 520 438 923 546 822 868
Common Equity 1,450 144 1,406 988 1,414 2,148 1,976 1,897 1,664 1,369
Total Capital 2517 2,554 2,545 2,131 1,934 2,565 2,899 2443 2486 2,238
Capital Expendituras 63.0 90.5 97.9 106 161 251 208 128 151 112
Cash Flow 522 594 635 600 525 682 820 876 742 590
Current Ratio 1.1 1.1 1.1 0.8 07 1.0 14 1.2 1.4 1.2
% Long Term Debt of Capitalization N3 415 43.5 484 26.9 16.3 3.8 223 331 388
% Net Income of Revenua 11.5 126 126 103 93 12.4 143 16.7 214 13.1
% Return on Assets 8.0 9.2 93 69 5.6 85 118 139 13.1 104
% Return on Equity 290 344 429 378 21.0 239 335 39.6 3’2 N2
Deta as orig reptd.; bof, results of disc opers/spec. items. Fer shara date adj, for stk divs; EPS diluted. E-Est d. NA-Not Available. MM-Nct Maaningful. NR-Not Renked. UR-Under Review.
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Sub-Industry Outlook

Stock Performance

Our fundamental outlook for the specialized
consumer services sub-industry is negative. This
sub-industry contains a variety of companies in
different lines of businesses. However, we balisve
the main driver for most of these companies is the
state of the aconomy, S&P forecasts a
slow-growing U.S. economy with GDP growth of
1.8% in 2012, flat with an estimated 1.8% for 2011.

Wa believe a major factor for the slow growth is a
weak labor market, Our unemployment rate
projection for 2012 stands at 9.0%, a relatively high
lavel on a historical basis considering that the
economy has been recovering for the past two
yaars. While the private sector has been adding
naw jobs, gains in that sector hava been partially
offset by losses in the public sector. Thus, we think
the unemployment rate will remain at an alavated
level.

In combination with the high unemployment rate is
relatively waak consumer confidence. The
preliminary reading of Reuters/University of
Michigan's Index of Consumer Sentiment rose to
9.9 in December from Novamber’s final reading of
64.1.

Standard & Poor's believes that becausa tha
aconomy is growing at a sluggish pace, consumer
spending will remain restrained in 2012. We
stimata parsonal expenditures will rise 2.2% in
2012, versus an estimated 2.3% for 2011.

We think that some paopla will opt to do things
themselves or delay expendituras for these
specialized services during difficult times because
of ecanomic necassity. However, we beliave some
products and services are less (ikely to be subjectto
cyclical business patterns, such as memorial and

funeral services. Dus to the diverse nature of this
sub-industry, we think each company and its
respective peer group should be evaluated on its
own merits.

Year to date through December 23, the S&P
Spacializad Consumer Services Index was up 3.1%,
versus a 0.4% gain in the S&P 1500 Index. In 2010,
the sub-industry index declined 3.2% versus a 14.2%
incraase for the S&P 1500.

--Efraim Levy, CFA

Sub-Industry : Specialized Consumer Services Peer Group*: Professional Services

GICS Sector: Consumer Discretionary
Sub-Industry: Specialized Consumer
Services

Based on S&P 1500 indexes
Month-end Price Performance as of 12/30/11

140~ .
120
100

B0

- -
200 N
0 1 1 1 L
2007 2008 2009 2010 2011 2012
Sub-Industry Sector S&P 1500

NOTE: All Sector & Sub-Industry information is based on the

Global Industry Classification Standard [GICS)

Stock
Paer Group Symbol
H & R Block HRB
CPI Corp CPY
Collectors Universe CLCT
Sotheby's BID

StkMkt.  Recent 52
Cap. Stock Week Yield
[Mil.§} Prica($) High/Lowi$} Beta (%)
4,783 1633 1800/11.91 0.65 4.9
13 1.8 24.7211 68 1.55 55.2
18 1457  18.80/11.59 0.85 8.9
1927 2853  55.67/25.00 235 11

Fair S&P Retumon 1TDta

PfE Value QOuality 10  Revenue Cap
Ratic  Calc{$] Ranking %ile {%) {%)
15 1700 B M 15 .3

[ 080 B- 0 29 714

21 NA C B3 1.3 NA
10 3300 B- 33 208 349

NA-Not Available NM-Not Meaningful NR-Mot Rated, *For Pear Groups with more than 15 compenies or stocks, selection of issues is based an market capitalization.

Source: S&P.

Radistribution or reproduction is prohibitad without written permigsion. Copyright ©2011 The MeGraw-Hill Companies,Inc.
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S&P Analyst Research Notes and other Company News

Decemher 12, 2011

01:49 PM EST... S&P MAINTAINS BUY OPINION ON SHARES OF H&R BLOCK
{HRB 15.85****) Though we believe the business services division sale will be
dilutive to EPS, we think that will be more than cutweighed by the roughly 13M of
its common share repurchased during the Oct-Q, and potential additional
buybacks. We are concerned that more people will do their own tax returns in a
difficult ecenomy. We do not expect the opening of operations in Wal-Mart stores
to materially impact near term results. After HRB's analyst day, we raise our FY
"12 (Apr) EPS farecast $0.06 to $1.57, FY 13's by $0.07 to $1.63, and keep our $18
target price, on histerical P/E analysis. /E. Levy, CFA

December 9, 2011

01:49 pm ET ... S&P MAINTAINS BUY OPINION ON SHARES OF H&R BLOCK (HRB
15.85%***): Though we helieve the business servicas division sale will be dilutive
to EPS, we think that will be more than outweighed by the roughly 13M of its
common share repurchased during the Qet-0Q, and potential additional buybacks,
Woa ara concerned that more people will do their own tax returns in a difficult
seonomy. Wa do not expect the opening of operations in Wal-Mart stores to
materially impact near term rasults, After HRB's analyst day, we raise our FY '12
{Apr) EPS forecast $0.06 to $1.57, FY 13's by $0.07 to $1.63, and keep our $18 target
price, on historical P/E analysis. /E. Levy, CFA

Decemhber 2, 2011
HRB posts 80.47 02 GAAP loss from cont. ops vs. $0.36 loss as higher expenses
offset 8% revenua rise. S&P Capital IC consensus foracast was $0.37 loss.

September 16, 2011

H&R Block, Inc. announced at its AGM held on September 14, 2011, the
shareholders elected Paul J. Brown, Marvin R. Ellison, Victoria J. Reich and
James F. Wright as director to serve until the next annual meating of
shareholders or until a respective successor.

September 2, 2011
HRB posts $0.37 01 adj. non-GAAP loss from cont. ops vs. $0.35 loss on 2.5%
revenue drop,

September 2, 2011

10:28 am ET ... S&P MAINTAINS BUY OPINION ON SHARES OF H&R BLOCK [HRB
13.30****}: Excluding one-time charges, HRB posts Jul-0 loss per share of $0.37,
vs. $0.35 loss, wider than our $0.36 loss estimate. Revenues declined 2.5% to $268
million, due primarily to weakness in its business consuiting services. Maanwhile,
tax service revenues were flatin a slow quarter. Atthough we are positive on the
company's plan to sell its business services division, we think the deal will be
dilutive. We also believe more people will do their own tax returns in a diffieult
economy. We cut our FY '12 {Apr) EPS forecast $0.07 to $1.51, and our target price
by $1 to $18. /). Yin, CFA

August 23, 2011

10:13 am ET ... S&P REITERATES BUY RECOMMENDATION ON SHARES OF H&R
BLOCK (HRB 13.55****): HRB has agreed to sell RSM McGladrey, its tax and
consulting business serving mid-sized businesses, to McGladrey & Pullen for
$610M. HRB expects to close the deal by the end of 2011, pending customary
closing conditions. In FY 11 {Apr.), RSM McGladrey accounted for 22% of HRB's
revenues, but only 6.0% of pre-tax income. Also, RSM revenuss declined 3.6% in
FY 11. Wa view the plannad transaction as a positive, because it should enable
HRB to focus on its core husiness of tax praparation. We also think tha price of
the deal is fair, at 12.5X trailing 12-month operating incame. /J. Yin, CFA

August 18, 2011

02:13 pm ET ... S&P UPGRADES OPINION ON SHARES OF H&R BLOCK TO BUY
FROM HOLD (HRB 13.5%***): Dur upgrade is based mostly an valuation, as HRB
shares have declined significantly with the market. Although we are concerned
about an economic slowdown, we believe it will only have a minor impact an
HRB's business. Despite the federal government's effart to simplify the tax code,
wa think it will remain too complicated for most peopla. We are positive on the
company's plan to grow its digital business and also think the eurrant dividend
vield of 4.4% will lend support to the share price. We keep our FY 12 (Apr.) EPS
sstimate of $1.58, and aur targst price at $19. /J. Yin, CFA

July 20, 2011

H&R Block, Inc. announced that Len J. Lauer and L. Edward Shaw, Jr. have
advised the board of directors that, aftar years of outstanding servica, they will
not seek reelection to the hoard at the company's shareholder masting in
September. Both cited the demands of other business and professional
obligations in advising H&R Block of their decisions. Lauer joinad H&R Block's
board in 2005. He served as chairman of the finance committes and as a member
of the compensation committee. During his tanure, he helped the company
strengthen its balance sheet and navigate several divestitures. Lauer is president
and CEOQ of Memjet, a developer of innovative printer technology. Shaw was
elected to the board in 2007. As chairman of the compansation committee, he
playad a critical role in the development of tha company's performance-based
compensation programs. He also served on the audit and on the nominating and
govarnance committess. Shaw is a director of HealthSouth Corp. and Mine
Safety Appliances Co. Prior to his retirement, he was in senior executive
positions at a number of leading financial institutions.

June 24, 2011
HRB posts $2.14 vs, $2.11 04 EPS from cont. ops on slight revenue drop. Street
was at $2.15.

June 24, 2011

10:33 am ET ... S&P MAINTAINS HOLD OPINION ON SHARES OF H&R BLOCK
(HAB 16.4***): Apr-0Q EPS from continuing aperations of $2.15, vs. $2.12, tops our
$2.11 estimate. Wa think a 6.5% increase in returns and 80 basis-point market
share gain are encouraging, and going forward we think effactive advertising will
continue to drive modest client growth. Following the loss of refund anticipation
Ioan products, we think HRB effectively managed the transition year, though
operating margins fell 230 basis points. We see modest cost improvement in FY 12
{Apr.}, and raise our EPS estimate to $1.58 from $1.56. We keep our $19 target
price based on peer comparisons. /EKolb

April 27, 2011

H&R Block announced that William C. Cobh has been appointed president and
CEO, effective May 16, 2011. Cobb will replace Alan Bennett, who was appointed
CED in July 2010. Bennett will remain on the company's board of directors
through September. From 2004 to 2008 Cobb served as president of eBay
Marketplaces. Bannatt will be available to Cobb as an advisor for ane year.
Bennett has been a board member since 2008. He was H&R Block's interim CEO
from November 2007 to August 2008. Aftar two unplanned terms as H&R Black's
CEO, Bennatt s retiring and returning to his home in Connecticut.

April 26, 2011

05:22 pm ET ... S&P MAINTAINS HOLD OPINION ON SHARES OF H&R BLOCK
{HRB 17.81***): Tax returns through 4/18 rose 6.1%, on a 3.6% increase in retail
filings and 12% increase in digital filings. Upon conclusion of the '11 tax season,
we think effective advertising helped drive client growth, but margins were
notably compressed, from the loss of rafund anticipation loans (RAL). We think
thers is room for improvement from current margin levels, but reaching RAL-type
levels may prove difficult. Price reductions may alse become a long-term
concern, We slightly raise our FY *11 (Apr} EPS estimata to $1.31 from $1.28, and
our target price by $1 to $19. /EKolb

Source: S&P.
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Anatysts’ Recommendations

Monthly Average Trand Buy BuyHald Hold ‘Weak Hold

Sall o Opinion HRB Trand

LS e Y

‘Wall Street Average

Number of Analysts Following Stock

Stock Pries ()

o T LT

= |

Of the total 13 companies following HRB, 10 analysts currently publish recommendations.

No. of Ratings % of Total 1 Mo. Prior 3 Mos. Prior
Buy 4 40 4 3
Buy/Hold 1 10 1 1
Hold 5 50 5 [
Weak Hold 0 0 0 ]
Sell 1] 0 0 0
No Opinion 0 0 0 0
Total 10 100 10 10
Wall Streef Corseasus Estimates
Estimates 2012 2M3 ===-
2
. ..4 - -
175 e s e ol '_"'-: ------- e
15
125] o B [2) N D J F M A M J J A 5 o N D

2010
Fiscal Years Avg Est. High Est.
2013 173 205
02 1.54 1.67
213 vs 2012 A 12% A 2%
a3'13 0.23 0.28
312 0.13 0.24
0313 vs. Q312 A 7% A1T%

Low Est. # of Est. Est. P/E
1.63 10 9.4
1.45 10 106
A12% 0% ¥-11%
0.18 2 o

0.04 8 NM
A 350% v -75% NA

A company's eamings outlook plays a major patt in any investment decision. Standard & Poor's organizes the eamings estimetes of over 2,300
Wall Street analysts, and providas their consensus of earnings over the next two years. This graph shows the trend in analyst estimates over

the past 15 manths.

STANDARD
&POOR’S
Wall Stact Consensus Opinion
BUY/HOLD
Comganies Offering Coverage

Barrington Resaarch Associates, Inc.
CIBC World Markets Inc.
Goldman Sachs

Macquarie Research

Miliman Research Associates
Moody?s

Morgan Stanley

Morningstar Inc.

Northcoast Research
Narthland Securities Inc.
Oppenheimer & Co. Inc.
Stephens, Inc.

UBS Investment Bank

‘Wall Street Consensus vs. Parformance

Far fiscal year 2012, analysts estimate that HRB

will earn $1.54, For the 2nd quarter of fiscal year

2012, HRE announced earnings per share of

$-0.47, representing -31% of the total annual

estimate, For fiscal yaar 2013, analysts estimate

;hat HRB's earnings per share will grow by 12% to
1.73.

Source: SAP, Capitel [0 Estimates, Inc.
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S&P STARS

Since January 1, 1987, Standard and Poor's Equity
Research Services has ranked a universe of common
stocks based on a given stock’s potential for future
performanca. Under proprietary STARS {STock
Appreciation Ranking System), S8P equity analysts rank
stocks according to their individual forecast of a stock’s
future total return potential versus the expected total
return of a relevant benchmark [e.q., a regional index
(S&P Asia 50 Index, S&P Europe 350 Index or S&P 500
Index})), based on a 12-month time horizon. STARS was
dasigned to meet the needs of investors looking to put
thair investment decisions in perspective, Data used to
assist in determining the STARS ranking may be the
rasult of the analyst’s ewn models as well as internal
praprietary moedals resulting from dynamic data inputs.

S&P 12-Month Target Price

The S&P equity analyst's projection of the market price a
given security will command 12 months hence, based on
& combination of intrinsic, relative, and private markat
valuation metrics, including S&P Fair Value.

Invastmant Style Classification

Characterizes the stock as Growth or Value, and
indicates its capitalization level. Growth is evaluated
aiong three dimensions {earnings, sales and internal
growth}, while Value is evaluated along four dimansions
{book-to-price, cash flow-to-price, dividend yield and
sale-to-price). Growth stocks scors higher than the
market average on growth dimensicns and lower on
value dimensions. The reverse is true for Value stacks.
Certain stocks are classified as Blend, indicating a
mixture of growth and value characteristics and cannat
be classified as purely growth or value.

SE&F EPS Estimates

Standard & Poor's earnings per share {EPS) estimates
reflect analyst projections of future EPS from continuing
operations, and generally exclude various itams that are
viewed as special, non-recurring, or extraordinary. Also,
S&P EPS astimates reflact either forecasts of S&P equity
analysts; or, the consensus (average) EPS estimate,
which ars independently compilad by Capital |0, & data
provider to Standard & Poor's Equity Research. Among
the itams typically excluded from EP$ estimates are
assat salo gains; impairment, restructuring or
merger-related charges; legal and insurance
settlements; in process research and development
expenses; gains or logses on the extinguishment of debt;
the cumulative effect of accounting changes; and
earnings related to operations that have been classified
by the company as discontinuad. Tha inclusion of some
items, such as stock option expense and recurring types
of othar charges, may vary, and depend on such factors
as industry practice, analyst judgment, and the extent to
which some types of data is disclosed by companies.

S&P Core Earnings

Standard & Foor's Core Earings is a uniform
methoedology for adjusting operating sarnings by
focusing on a company's after-tax earnings generated
from its principal businesses, Included in the Standard &
Poor's definition are employee stock option grant
expenses, pension costs, restructuring charges from
ongeing cperations, write-downs of depraciable or
amortizable operating assets, purchased research and
developmant, M&A related expenses and unrealized
gains/losses from hedging activities. Excluded from the
definition are pension gains, impairment of goodwill
charges, gains or losses from asset sales, reversal of
prior-ysar charges and provision from litigation or
insurance settlements.

Qualitative Risk Assessment

The 3&P equity analyst's view of a given company’s
operational risk, or the risk of a firm’s ability to continue
a5 an ongoing concern. The Qualitative Risk Assassment

Is & relative ranking to the S&P U.S. STARS universe, and
should be reflective of risk factors related to a
company’s operations, as opposed to risk and volatility
measures associated with share prices.

Quantitative Evaluations

In contrastto our qualitative STARS recommendations,
which are assigned by S&P analysts, the quantitative
svaluations described below are derived from
proprietary arithmetic models. These computer-driven
evaluations may at times contradict an analyst's
qualitative assessment of a stock. One primary reason
for this is that different measures are used to determine
each. Forinstance, when designating STARS, S&P
analysts assess many factors that cannat be reflacted in
a model, such as risks and opportunities, management
thanyes, recent competitive shifts, patent expiration,
litigation risk, ete,

S&P Quality Ranking

Growth and stability of earnings and dividends are
deemed key slements in establishing S&P's Quality
Rankings for common stocks, which are designed to
capsulize the nature of this racord in a single symbol. It
should be noted, however, that the process also takes
into consideration certain adjustments and modifications
deemad desirable in establishing such rankings. The
final score for each stockis measured against a scoring
matrix determined by analysis of the scores of a farge
and reprasentative sample of stocks. The range of
scores in the array of this sample has been aligned with
the following ladder of rankings:

A+ Highest B  Below Averags
A High B- Lower

A-  Above Average L Lowest

B+ Average D  InReorganization
MR Mot Ranked

S&P Fair Value Rank

Using S&P's exclusive propristary quantitative model,
stocks are ranked in one of five groups, ranging from
Group 5, listing the most undervaiued stocks, to Group 1,
the most overvalued issues. Group 5 stocks are expected
to generally outperform all others. A positive [+) or
negative {-} Timing Index is placed next to the Fair Valus
ranking to further aid the selection process. A stock with
a {+) added to the Fair Value Rank simply means that this
stock has a somawhat batter chance t6 outparform other
stocks with the same Fair Value Rank. A stock with a {-}
has a someawhat lesser chance to outperform other
stocks with the same Fair Value Rank. The Fair Value
rankings imply the following: 5-Stock is significantly
undervalued; 4-Stock is modarately undervalued; 3-Stock
is fairly valued; 2-Stock is modestly overvalued; 1-Stock
is significantly overvaluad.

S&P Fair Value Calculation

The price at which a stock sheuld trade at, according to
S&P's proprietary quantitative model that incorporates
both actual and astimated variables [as opposed to only
actual variables in tha case of S&P Quality Ranking),
Relying heavily on a company's actual return on equity,
the S&P Fair Value model places a value on a security
based on placing a formula-derived price-to-book
multiple on & company's consensus earnings per share
estimate.

Insider Activity

Gives an insight as to insider sentiment by showing
whether directors, officers and key employees wheo have
proprietary information not available to the general
public, ara buying or selling the company's stock during
the most recent six months.

Funds From Operations FFO

FFO ig Funds from Operetions and squal to a REIT's net
income, excluding gains or losses from sales of property,
plus real astate depreciation.

Investability Cuotient {10}
The 1Qis a measure of investment desirability. It sarves

as an indicator of potential medium-to-long term return
and as a caution against downside risk. The maasura
takes into account variables such as technical
indicators, samings estimates, liquidity, financial ratios
and selected S&P proprietary measures.

S&P's |10 Rationale:

H &R Black

Raw Score Max Value
Propristary S&P Measures 238 115
Technical Indicators 20 40
Liquidity/Volatility Measures 17 20
Ouantitative Measures 61 75
10 Total 126 250
Volatility

Rates the volatility of the stock’s price over the past year.

Technical Evaluation

In researching the past market history of prices and
trading volume for each company, $&P’'s computer
models apply spacial technical methods and formulas to
identify and project price trends for the stock,

Relative Strangth Rank

Shows, on a scale of 1to 99, how the steck has
performed versus all other companias in S&P's universe
on a rolling 13-week basis.

Global Industry Glassification Standard (GICS)

An industry classification standard, developed by
Standard & Poor's in collaboration with Margan Stanley
Capital International {(MSCI). GICS is currently compriged
of 10 Sectors, 24 Industry Groups, 68 Industries, and 154
Sub-Industries.

S&P Issuor Grodit Rating

A Standard & Poor's Issuer Credit Rating is a current
opinion of an ebligor's overall financial capacity (its
creditworthiness) to pay its financial obligations, This
opinion focuses on the obligor’s capacity and willingness
o meet its financial commitmants as they come due, it
does not apply to any specific financial obligation, as it
does not take into account the nature of and provisions
of the obligation, its standing in bankruptcy or liquidation,
statutory preferances, or the legality and enforceability
of the obligation. In addition, it does not take into
account the creditworthiness of the guarantors, insurers,
or other forms of credit enhancement on the obligation,
The Issuer Credit Rating is not a recommendation to
purchase, sell, or hold a financial obligation issued by an
obligor, as it dees not comment on market price or
suitability for a particular investor. Issuer Credit Ratings
are hased on currant information furnished by obligors or
ohtained by Standard & Poor's from other sources it
considers reliable. Standard & Poor’s does not perform
an audit in connaction with any Issuer Credit Rating and
fmay, on occasion, rely on unaudited financial
information. Issuer Credit Ratings may be changed,
suspended, or withdrawn as a result of changes in, or
unavailability of, such infarmation, or based on other
circumstances,

Exchange Typa

ASE - American Stock Exchange; NNM - Nasdag
National Market; NSC - Nasdaq SmallCap; NYSE - New
York Stock Exchange; BB - OTC Bulletin Board; OT -
Over-the-Counter; TO - Toronto Stock Exchange.

S&P Equity Research Services

Standard & Poor’s Equity Research Services U.S.
includes Standard & Poor's Investmant Advisory
Services LLC; Standard & Poor's Equity Research
Services Europe includes McGraw-Hill Financial
Research Europe Limited trading as Standard & Poor’s;
Standard & Poor's Equity Research Servicas Asia
includes Standard & Poor's LLC's offices in Singapore,
Standard & Poor's Investment Advisory Services (HK)
Limited in Hong Kong, Standard & Poor's Malaysia Sdn
Bhd, and Standard & Poor’s Information Services
{Australia) Pty Ltd.

Radistribution or reproduction is prohibited without written parmission. Capyright © 2011 Standard & Poor's Financial Services LLC.
STANDARD & POOR'S, S&F, S&P 500, S&P Europe 350 and STARS are registered tradamerks of Standard & Poar's Financial Services LLG.
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Abbraviations Used in S&P Equity Research Reports
CABR- Compound Annual Growth Rate; GAPEX- Capital
Expenditures; GY- Calendar Year; DCF- Discounted Cash
Flow; EBIT- Earnings Befora Interast and Taxes; EBITDA-
Eamings Before Interest, Taxes, Depreciation and
Amortization; EPS- Earnings Per Share; EV- Enterprise
Value; FGF- Free Cash Flow; FF0- Funds From Operations;
FY- Fiscal Year; P/E- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; P¥- Present Value; B&D- Research
& Devetopment; ROE- Return on Equity: ROI- Keturn on
Investment; ROIG- Return en Invested Capital; ROA-
Return on Assets; SGRA- Selling, General &
Administrative Expensas; WACG- Waighted Avarage
Cost of Capital

Dividends on American Depository Raceipts (ADRs) and
American Depository Shares {ADSs) are net of taxes
[paid in the country of origin).

Required Disclosures

In contrast to the qualitative STARS recommendations
cavered in this repart, which are determined and
assigned by S&P equity analysts, S&P's quantitative
evaluations are derived from S&P's propriatary Fair
Value quantitative model. In particular, the Fair Value
Ranking methodology is a ralative ranking mathodology,
whereas the STARS methodology is not. Because the
Fair Value model and the STARS mathodology reflact
diffarent criteria, assumptions and analytical methods,
quantitative evaluations may at imes differ from {or even
contradict} an equity analyst’s STARS recommendations.
As a quantitative model, Fair Value ralies on history and
consensus estimatas and does not introduce an elament
of subjectivity as can be the case with equity analysts in
assigning STARS recommendations.

S&P Glohal STARS Distribution

In North America: As of September 30, 2011, research
analysts at Standard & Poor's Equity Research Sarvices
North America recommended 42.2% of issuers with buy
racommendations, 54.2% with hold recommendations
and 3.6% with sell recommendations.

In Europe: As of September 30, 2011, research analysts
at Standard & Poor's Equity Research Services Europa
racommended 34.4% of issuers with buy
recommendations, 49.4% with hold recommendations
and 16.2% with sel! recommendations.

In Asia: As of September 30, 2011, research analysts at
Standard & Poor's Equity Research Services Asia
recommended 48.4% of issuers with buy
recommendations, 45.7% with hold recommeandations
and 5.9% with sell recommendations.

Globally: As of September 30, 2011, research analysts at
Standard & Poor's Equity Research Services glabally
recommended 41.5% of issuers with buy
recommendations, 52.6% with hold recommendations
and 5.9% with sell recommaendations.

Yok ok ¥ 5-STARS (Strong Buy): Total retumn is
expected to outperform the totai return of a relevant
henchmark, by a wide margin over the coming 12
months, with shares rising in price on an absalute basis.

Jedkkk  4-STARS (Buy): Total retum is expected to
outperform the total return of a relevant benchmark aver
the coming 12 menths, with shares rising in price on an
absolute basis.

ek 3-STARS {Hold}: Tatal return is expected to
closely appreximate the total return of 4 relevant
benchmark over the coming 12 months, with shares
generally rising in price on an absolute basis.

Jooh 2-STARS (Sall): Total raturn is axpected to
underperform the total return of a relevant benchmark
over the coming 12 months, and the shara price not
anticipated to show a gain.

* 1-STARS (Strong Sell}: Total retumn is
expectad to underparform the total return of a ralevant
benchmark by a wide margin over the coming 12 months,
with shares falling in price on an absolute basis.

Relavant banchmarks: In North America tha reievant
benchmark is the S&P 500 Index, in Europe and in Asia,
the relevant banchmarks ars generally the S&P Europe
350 Index and the S&P Asia 50 Index.

For All Regions: All of the views expressed in this
research report accurately raflect the research analyst’s
personal views regarding any and all of the subject
securities or issuers. No part of analyst compensation
was, is, or will be directly or indirectly, related to the
specific recommendations or views expressed in this
research report.

S&P Global Duantitative Recommendations Distribution

In Europe: As of September 30, 2011, Standard & Poor's
Ouantitative Services Europe recommended 51.0% of
issuers with buy racommandations, 18.0% with hold
recommendations and 29.0% with sall recommendations.

In Asia: As of September 30, 2011, Standard & Poor’s
Quantitative Services Asia racommanded 48.4% of
issuers with buy recommendations, 22.0% with hold
recommendations and 30.0% with sell recommendations.

Glohally: As of September 30, 2011, Standard & Poor's
Quantitative Services globally recommended 45.0% of
issuers with buy recommendations, 20.0% with hold
recommendations and 33.0% with sell recommendations.

Additional informatian is availabls upon raquest.

Other Disclozurcs

This report has been prepared and issued by Standard &
Poor's and/or one of its affikates. In the United States,
research reports are prepared by Standard & Poor's
Investment Advisory Services LLC {"SPIAS’). Inthe
United States, research reports ara issued by Standard
& Poor's ["S&P"}; in the United Kingdom by McGraw-Hill
Financial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
trades as Standard & Poor's; in Hong Kong by Standard
& Poor's Investment Advisory Services (HK) Limited,
which is regulated by the Hong Kong Securities Futures
Commission; in Singapore by Standard & Poor's LEC,
which is regulated by the Monetary Authority of
Singapore; in Malaysia by Standard & Poor’s Malaysia
Sdn Bhd ("S&PM°), which is regulated by the Securities
Commission; in Australia by Standard & Poor's
Information Services (Australia} Pty Ltd {"SPiS"), which is
regulated by the Australian Securities & Investments
Commission; and in Korea by SPIAS, which is also
registered in Korea as a cross-border investment
advisory company.

The research and analytical sarvices performed by
SPIAS, McGraw-Hill Financial Research Europe Limited,
S&PM, and SPIS are each conducted separately from
any other analytical activity of Standard & Poor's.

Standard & Poor's or an affiliate may license cartain
intellectual property or provide pricing ar gther services
1o, or otherwise have a financial intarest in, certain
issuars of securities, including exchange-traded
investments whose investment objective is to
substantially replicate the returns of a proprietary
Standard & Poor's index, such as the S&P 500. In cases
where Standard & Poor's or an affiliate is paid fees that
are tied to the amount of assats that are invested in the
fund or the volume of trading activity in the fund,
investment in the fund will generally result in Standard &
Poar's or an affiliate earning compensation in addition to
the subscription fees or other compensation for services
rendered by Standard & Poor's. A reference to a
particular investment or security by Standard & Poor's

and one of its affiliates is not a recommendation to buy,
sell, or hold such investment or security, nor is it
considered to be investment advice.

Indexes are unmanaged, statistical composites and their
returns do not include payment of any sales charges or
fees an investor would pay to purchase the securities
they represent. Such costs would lower performance. It
is not possible to invest directly in an index.

Standard & Poor's and its affiliates provide a wide range
of services to, or relating to, many organizations,
including issuers of securities, investmant advisers,
broker-dealers, investment banks, other financial
institutions and financial intermediaries, and accordingly
may receive fees or other economic benefits from those
organizations, including organizations whose socurities
or services thay may recommend, rate, include in modal
portfalios, evaluate or athenwise address.

S&P Capital 10 and/or ane of its affiliates has performed
servicas for and received compensation from this
company during the past twalve manths.

Disclaimers

With respect to reports issued to clients in Japan and in
the case of inconsistencies between the English and
Japanese version of a raport, the English varsion
provails. With respect to reports issued to clients in
German and in the case of incensistencies betwaan the
English and German version of a report, the English
version prevails, Neither S&P nor its affiliates guarantee
the accuracy of the translation. Assumptions, opinions
and estimates constitute our judgment as of the date of
this material and are subject to change without notica.
Past parformanca is not necessarily indicative of futura
resuits,

Standard & Poor’s, its affiliates, and any third-party
providers, as well as their diractors, officars,
shareholders, employees, or agents [collectively S&P
Parties} do not guarantea tha accuracy, complateness or
adequacy of this material, and S&P Parties shall have no
liability for any errors, omissions, or intarruptions therein,
regardless of the cause, or for tha results obtained from
the use of the information provided by the S&P Parties.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY,
SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. in no avent shall 3&P Parties be liable to any
party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special ar consequantial
damages, Gosts, expenses, lagal foes, or losses
{including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of the
infermation contained in this document even if advised of
the possibility of such damages. Capital 10 is a business
of Standard & Poor's.

Ratings from Standard & Poor’s Ratings Services are
statements of opinion as of the date they are expressed
and not statements of fact or recommendations to
purchase, hold, or sell any sacurities or to make any
investment decisions. Standard & Poor's assumes no
obiigation to update its opinions following publication in
any form or format. Standard & Poor’s ratings should not
be relied on and are not substitutes for the skill,
judgment and experiance of the user, its management,
omployees, advisors and/or clients when making
investment and other business decisions. Standard &
Poor’s rating opinions do not address the suitability of
any security. Standard & Poor's does notactas a
fiduciary. While Standard & Poor’s has obtained
information from sources it believes to be reliable,
Standard & Poor's does not perform an audit and
undertzkes no duty of due diligance or independent
verification of any information it receives.

Redistribution ar reproduction is prohitited without written parmission. Copyright ® 2011 Standard & Poor's Financial Servicas LLE.
STAMDARD & POOR'S, S&P, $&P 500, S&P Furope 350 and STARS are ragistarad trademarks of Standard & Paor's Financial Sevvices LLC.
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Standard & Poor’s keeps certain activities of its business
units separate from each other in order to preserve the
independence and objectivity of their respective
activities. As a result, certain businese units of Standard
& Poor's may have information that is not available to
other Standard & Poor's business units. Standard &
Poor’s has established paolicies and procedures to
maintain the confidentiality of certain non-public
information received in connaction with each analytical
process.

Standard & Poor's Ratings Services did not participate in
the development of this report Standard & Poor's may
receive compensation for its ratings and certain
cradit-ralated analyses, normally from issuers or
underwriters of securities or from obligors, Standard &
Poor's reserves the right to disseminata its opinions and
analyses. Standard & Poor's public ratings and analyses
are made available on its Web sitas,
www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com
{subscription}, and may be distributed through other
means, including via Standard & Poor's publications and
third-party redistributors. Additional information about
our ratings foes is available at
www.standardandpoors.comfusratingsfees.

This mataerial is not intended as an offer or solicitation for
the purchase or sale of any sacurity or other financial
instrument. Securities, financial instruments or
strategies mentioned herein may not ke suitable for all
investors. Any opinions expressed hergin are given in
good faith, are subject to change without notice, and are
only current as of the stated date of their issue. Prices,
values, or income from any securities or investments
mentioned in this report may all against the interests of
the investor and the investor may get back less than the
amount invested. Where an investment is described as
being likely to yield income, p'ease note that the amount
of income that the investor will receive from such an
investment may fluctuate. Where an investment or
security is denorninated in a different currency to the
investor's currency of raference, changes in rates of
exchange may have an adverse effact on the value, price
or income of or from that investment to the investor. The
information contained in this report does not constitute
advice on the tax consaquences of making any particular
investment decision. This material is not intended for any
specific investor and dpes not take into account your
particular investment objectives, financial situations or
needs and is not intended as a recommendation of
particular securities, financia! instruments or strategies
to you. Before acting on any recornmendation in this
material, you should consider whether it is suitabde for
your particular ¢circumstances and, if necessary, seek
professional advice.

This document does not constitute an offer of services in
jurisdictions where Standard & Poor's or its affiliates do
not have the necessary licenses.

For residents of the U.K. - This report is only dirscted at
and should only ba relied on by persons outside of the
United Kingdom or persens who ara inside the United
Kingdom and who have professional experience in
matters relating to investments or who are high net
worth persons, as defined in Article 13(5) or Article 49(2}
{a} to (d) of the Financial Services and Markets Act 2000
{Financial Promotion) Order 2005, respectively.

Far residants of Singapore - Anything herein that may be
construed as a recommendation is intended for general
circulation and dees not take into account the specific
investment objectives, financial situation or particular
naeds of any particutar person. Advice should be sought
from a financial adviser regarding the suitability of an
investment, taking into account the specific investment

chjectives, financial situation or particular needs of any
person in receipt of the recommendation, before the
person makes a commitment to purchase the investment
product.

For rasidents of Malaysia - All queries in relation to this
report should be refarrad to Ching Wah Tam.

For rasidents of Indonesia - This research report does
not constitute an offering document and it should not be
construed as an offer of securities in Indonaesia, and that
any such securities will only be offered or sold through a
financial institution.

Far residents of the Philippines - The securities being
offered or sold have not been registered with the
Securities and Exchange Commission under the
Securities Regulaticn Code of the Philippines. Any future
offer or eale theraof is subject to registration
requirements under the Code unless such offer or sale
qualifies as an exempt transaction.

U.5. STARS Cumulative Model Performance
Hypothetical Growth Due te Price Appraciation of $100
For tha Period 12/31/1986 through 11/30/2011
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The performance above represants only the results of
Standard & Poor's model portfolios. Model performance
has inherent limitations. Standard & Poor's maintains the
models and calculates the mode! performance shown,
but does not manage actual assets. The U8, STARS
madel performance chartis only an illustration of
Standard & Poor's (S&P] research; it shows how U.S,
commen stocks, ADRs (American Depositary Recaipts)
and ADSs {American Depositary Shares), collactively
“pquities”, that received particular STARS rankings
performed. STARS categories are madels only; they are
not collective investmant funds, The STARS performance
does not show how any actual portfolio has performed.
STARS model performance does not represent the
results of actual trading of investor assets. Thus, the
model performance shown does not reflect the impact
that material economic and market factors might have
had on decision-making if actual investor maney had
been managed. Performance is calculated using a
time-weightad rate of return. While model performance
for some or all STARS categories performed better than
the S&P 500 for the period shown, the performancs
during any shorter period may not have, and thare is no
assurance that they will parform better than the S&P 500
in the future. STARS does not take into account any
particular investment objective, financial situation or
need and is not intended as an investmant
recommendation or strategy. Investmants based on the
STARS methodology may lose money. High returns are
not necessarily the norm and there is no assurance that
they can be sustainad. Past model performance of
STARS is no guarantee of future performance.

For model performance calculation purposes, the
equities within each STARS category at December 31,
1986 ware equally waighted. Thereafter, additions to the
composition of the equities in each STARS category are
madae at the average value of the STARS category atthe
preceding month end with no rebalancing. Deletians are

made atthe closing price of the day that the deletion is
made. Performance was calculated from inception
through March 31, 2003 on a monthly basis. Thereafter,
performance is caleulated daily. Equities in each STARS
category will change over time, and soma or all of the
equities that received STARS rankings during the time
period shown may not have maintained thair STARS
ranking during the entira period.

The model performance doas not consider taxes and
brokerage commissions, nor daes it reflect the deduction
of any advisory or other fees charged by advisors or
other parties that investors will incur when their
accounts are managed in accordance with the modals.
The imposition of these fees and charges would cause
actual parformance to be lower than the performance
shown. For example, if a medel returned 10 percent on a
$100,000 investment for a 12-month period {or $10,000)
and an annual asset-based fee of 1.5 percent were
imposed at the end of the period {or $1,650), the net
return would be 8.35 percent |or $8,350) for the yaar.
Over 3 years, an annual 1.5% fee taken at yoar end with
an assumed 10% return per year would result in a
curnulative gross return of 33.1%, a total fea of $5,375
and a cumnulative net return of 27.2% [or $27,200). Fees
daducted on a frequency other than annual would result
in a different cumulative net return in the preceding
example.

The Standard & Poor's 500 index is the benchmark for
LS. STARS. The S&P 500 index is calculated in U.S.
dollars and does not take into account the reinvestment
of dividends. Indexes are unmanaged, statistical
composites and their retums do not include payment of
any sales charges or fees an investor would pay to
purchasae the securities they represent. Such costs
would lower performanca. It is not possible to invest
directly in an index. The S&P 500 index includes a
different number of constituents and has different risk
characteristics than the STARS equities. Somae of the
STARS equities may have been included in the S&P 500
index for some (but not necessarily all] of the period
coverad in the chart, and some such equities may not
have been included at ail. The &P 500 excludes ADRs
and AD§s. The methodology for calculating the return of
the S&P 500 index differs from the methodology of
calculating the return for STARS. Past performance of
the S&P 500 index is no guarantes of future
performance.

An investment based upon the models should only be
made after consulting with a financial advisor and with
an understanding of the risks associated with any
investment in securities, including, but not limitad to,
market risk, currency risk, political and credit risks, the
risk of economic recession and the risk that issuers of
sacurities or general stock market conditions may
worsen, over time, Foreign investing invelves certain
risks, including currency fluctuations and controls,
restrictions on foreign investments, less governmental
supervision and regulation, |ess liguidity and the
potential for market volatility and political instability. As
with any investment, investment retums and principal
value will fluctuate, so that when redeemed, an
investor's shares may be worth more or less than their
original cost.

For rasidents of Australia — This report is distributed by
Standard & Poor's Information Services {Australia) Pty
Led "SPIS"} in Australia. The entirety of this report is
approved by Charles Baumann, who has reviewed and
authorised its content as at the date of publication.

Any express or implied opinion contained in this report is
limited to “General Advice® and based solaly on
consideration of the investment merits of the financial
praductis) alone. The information in this raport has not
been prepared for use by retail investors and has bean
preparad without taking account of any particular
person's financial or investment objectives, financial
situation or needs. Before acting on any advice, any
person using the advice should consider its

Redistribution or reproduction is prohibited without written permission. Copyright ® 2011 Standard & Poor's Ainancial Services LLC.
STANDARD & POOR'S, S&P, S&P 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Services LLC.
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appropriatenass having regard t their own or their
cliants’ objectives, financial situation and needs. You
should obtain a Product Disclosure Statemant relating to
the product and consider the statement before making
any dacision or recommendation about whether to
acquire the product. Each opinion must be weighed
solely as one factor in any investment decision made by
or on behalf of any adviser and any such adviser must
accordingly make their own assessment taking into
account an individual’s particular circumstances.

SPIS holds an Australian Financial Services Licence
Number 258236. Plaasa refer to the SP1S Financial
Services Guide for mora information at

www fundsinsights.com_au.

Redistribution or reproduction is prohibitad without written permission. Copyright ® 2011 Standard & Poor's Anancial Services LLC.
STANDARD & POOR'S, S&P, S&P 500, S&P Ecrope 350 and STARS ere ragisterad trademarks of Standard & Paar's Finencial Services LLC.
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RECOMMENDATION

1-Yr Target Price $16.98
1-Yr Forecast Rtn 4.40%
Last Trade $16.24
Trade Date 01/0312
Last 1-Yr Rtn 35 90%
1-Yr Forecast Rtn Rank top 37%
Market Cap(billion) $4.96564
Tralling 4 Qtrs P/E 10.54
Forward 4 Qtrs P/E 10.08
PEG Ratlo 2.3
PiS Ratio 139
Est 5-Yr EPS Growth 11.00%
Annual Dividend $0.60
Dividend Yleld 369%
LT Debt/Equity 622
Beta 0.68
5-Yr Avg Annual Rtn -7.00%
Sactor Consumer Discrationary
Industry Consumer Prod-misc Staples

For important disclosure information
regarding relationships that Wells
Fargo Advisors may have with the
issuer of the securities that are the
subject of the accompanying third-
Wrty research report please visit the
ells Fargo Advisors website, or
contact your Financial Advisor.

Contact ValuEngine:

ValuEngine, Inc.

PO Box 399

Melbourne, FL 32902
(800} 381-5576
support@ValuEngine.com
www.ValuEngine.com
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VALUENGINE RECOMMENDATION

ValuEngine has issued a HOLD recommendation for BLOCK H & R on Jan. 04,
2012. Based on the information we have gathered and our resulting research,
we feel that BLOCK H & R has the probability to ROUGHLY MATCH average
market performance for the next year. The company exhibits ATTRACTIVE
Momentum but UNATTRACTIVE Book Market Ratio.

FORECASTED TARGET PRICES

The predictive variables used in ValuEngine's forecast target price models
include both proprietary and well-established forecasting variables derived from
credible financial research studies and publications. The ValuEngine Forecast
Model relies on a variety of predictive variables including the ValuEngine Fair
Value for the equity calculated by the ValuEngine Valuation Model, the
Price/Earnings ratio, the stock's Momentum-based on the Last 12 Manth
Return, the company’s Market Capitalization, Earnings Growth, and Earnings
Revision. Our forecasting models capture, among other things, several
important tendencies that stock prices consistently exhibit: Short-term price
reversals, Intermediate-term momentum continuation, and Long-term price
reversals. We use a distinct forecasting model for each time horizon and for
every industry. We then apply advanced statistical/econometric technigues to
ensure that our stock return forecasts are as reliable as possibie. Click HERE
for additional information on ValuEngine's research.

RECOMMENDATION OVERVIEW

ValuEngine's stock recommendations are based on the proprietary ValuEngine
one-year forecast return (1YFR) model output for each individual equity. A
stock is rated Strong Buy, Buy, Hold, Sell, Strong Sell based on the Forecast
One Year Retumn. The breakdown for each rating is as follows:

= Strong Buy: Better than +12% 1YFR

+ Buy: Between +5% and +12% 1YFR

+ Hold: Between -5% and +5% 1YFR

« Sell: Between -12% and -5% 1YFR

+ Strong Sell: Worse than -12% 1YFR

ValuEngine's Strong Buy-rated stocks have an averaged annual return of 19%
since 2001. For more details on the ValuEngine One Year Forecast Target
price and its components, please go HERE,



BLOCKH & R(HRB
BUSINESS DESCRIPTION, DATA SUMMARY & MARKET RATIO BASED VALUATION

BUSINESS DESCRIPTION

H&R Block Inc. is a diversified company involved in tax
return preparation, electronic filing of income tax returns
and other tax-related services. The Company’'s
subsidiaries also offer investment services through broker-
dealers, originate, purchase, service, sell and securitize
mortgages, offer personal productivity software, purchase
participation interests in refund anticipation loans made by
a third-party lender, and offer accounting, tax and
consulting services to business clients.

EVALUATION & RANKINGS
Value Rank

1-Yr Forecast Return 4.40% 64
Last 1-Yr Return 35.90% a3
P/E Ratio 10.54 81
Volatility 32.28% 75
EPS Growth 4.57% 26
Market Cap{billion) 4.97 88
Sharpe Ratio -0.22 45
P/S Ratio 1.39 46
M/B Ratio 30.59 3
5-Yr Avg Ann Rtn -7.00% 52

EVALUATION & RANKINGS SUMMARY

Just as important as the percentages shown for our ten
predictive variables for each stock is the way they are
ranked against the 7000 plus stocks in our database. This
is sometimes confusing to newcomers to ValuEngine.
Each of these quantitative measurements is ranked on a
scale of 1 to 100. Generally the higher the ranking, the
more positive the influence each measurement has on the
overall attractiveness of the stock. In other words a high
rank is always better. Let's take them one by one:

« Forecast rank 64: 36% of stocks have a higher
forecast price.

+ 12-month Return Momentum rank 93: 7% of stocks
have higher momentum.

« P/E rank 81: 19% of stocks have lower P/E ratios.

Volatility rank 75: 25% of stocks have less volatility.

= EPS growth rank 26: 74% of stocks have greater

projected EPS growth.

Size rank 88: 12% of companies have higher market

capitalization.

=« Sharpe Ratio rank 45: 55% of stocks have a higher

Sharpe Ratio.

Price/Sales rank 46: 54% of stocks have lower

pricefsales ratios.

Market/Book rank 3: 97% of stocks have lower

market/book valua ratios.

5-Yr Average Annual Returmn 52: 48% of stocks have

higher average annual return.

MARKET RATIO BASED VALUATION

Portfolio managers and professionals traditionally rely on
market ratios to gauge whether a stock is fair valued or
overvalued. On this page, we present such a valuation
based on one of three market ratios: PEG {price to trailing
4 quarter earnings ratio, divided by the consensus analyst
forecasted next year EPS growth), P/E Ratio (price to
forward 4 quarter earnings ratio), and P/S ratic (price to
trailing 4 quarter sales). Among the three, PEG is the most
informative as it reflects both the price/earnings ratio and
expected future EPS growth, while P/E is better than P/S.
For each given stock, we apply the PEG to give a fair value
assessment if both its trailing 4 quarter EPS and
forecasted EPS growth rate are positive. If its forecasted
EPS growth is negative but its forward 4 quarter EPS is
positive, we apply the P/E to give a fair value for the stock
as of today. Otherwise, we resort to the P/S to assess its
fair value.

To establish a valuation standard, we use both (i} the
average historical market ratio of the stock over the past
10 years {or however long there is data available for the
stock), and (ii) the average market ratio today of five
comparable stocks in the same sector and from companies
of similar size. These two alternative perspectives should
give you a goed idea about where this stock's valuation
stands today.

1. Valuation Based on HRB's Past PEG

Over the past 10 years, HRB's average PEG is 1.22, HRB
earned $1.54 per share in its recent 4 quarters. The
analyst consensus estimate is $1.61 for its 4 quarter
forward EPS. HRB's current Price Sales ratio is 1.39. The
following assessment is based on multiplying the historical
PEG with recent 4 quarter EPS and the forecasted EPS
growth rate over the next 4 quarters for HRB.

Fair Value

Historical Average PEG 1.22
PEG-Based Fair Value $8.56

2. Valuation Based on Comparables’ PEG

HRB's comparables are CGPI, CPY, CSTR, MNRO and
WTW. The current PEG average of these comparables is
0.79. HRB earmned $1.54 per share in its recent 4 quarters.
The analyst consensus estimate is $1.61 for its 4-quarter-
forward EPS. HRE's current Price Sales ratio is 1.39. The
following assessment is based on multiplying comparable
stocks' average PEG today with HRB's recent 4 quarter
EPS and the forecasted EPS growth rate over the next 4
quarters .

Comparables’ PEG
Comparables Cureal BEG

CGPI n/a

CPY 0.02

CSTR 1.08

MNRO 1.04

WTW 1.02
Fair Value
Comparable Stocks' Avg PEG 0.79
Comparable PEG-Based Fair Value $5.58

Copyright © 1998 - 2011 ValuEngine Inc
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ANNUAL/QUARTERLY FINANCIALS - BALANCE SHEET (millions:-}

201104 207004 302011 202011 1Q2011 42010
ASSETS N
Cash 1726.22 1838.39 1057.11 1726.22 1801.8 995.21
Marketable Securities 0 0 0 0 0 0
Receivabies 492.29 517.98 329.38 492.29 1371.15 416.33
Inventory 0 0 o 0 0 0
Notes Receivable 0 0 0 0 0 0
Cther Current Assets 259.21 29285 281.32 259.21 401.1 324.01
Total Current Assets 2477.73 2649.03 16867.82 2477.73 3274.06 1735.56
Property, Plant & Equipment 984.54 1002.47 - 984.54 - -
Accumulated Depreciation 677.22 857 - 877.22 - -
Net Property, Plant & Equipment 307.32 34547 295.22 307.32 321.07 327.88
Investment & Advances 485 595.4 466.66 485 513.19 537.22
Other non-current Assets 0 0 0 0 0 0
Deferred Charges 0 1] 0 0 0 0
Intangibles 1214.16 1207.87 1102.64 1214.16 1224.67 1240.74
Deposits & Other Assets 723.73 436.52 775.69 723.73 469.73 466.36
TOTAL ASSETS 5207.96 5234.31 4308.05 5207.96 5802.73 4307.78
LIABILITIES & SHAREHOLDER'S EQUITY
Notes Payable 0] g 0 0 632.56 39.51
Accounts Payable 618.07 756.57 522.13 618.07 671.68 660.99
Current Portion of Long-term Debt 28.43 53.68 55.94 2843 53.58 53.4
Current Portion of Capital Leases 0 0 0 0 0 ¢
Accrued Expenses 257.03 199.49 83.25 257.03 153.61 81.16
Income Taxes Payable 458 91 459.17 275.83 458.91 95.99 151.7
Other Current Liabilities 852.22 852.55 666.26 852.22 1855.19 929.89
Total Current Liabilities 2214.867 232149 1603.23 2214.67 3462.62 1916.69
Mortgages 0 0 0 0 0 0
Deferred Charges (taxesfincome) 1] 1] 0 0 0 0
Convertible Debt 1] 1] 0 0 1] 0
Long Term Debt 1049.75 1060.14 1019.43 1049.75 1074.35 1066.1
Non-Current Capital Leases 0 0 0 o 0 0
Other Long-Term Liabilities 493.95 412.05 451.51 493.95 438.06 445.18
Minority Interest (liabilities) 0 1] 0 0 0 0
Total Liabilities 3758.38 3793.68 307417 3758.38 4975.05 3427.97
Preferred Stock 0 0 0 0 0 0
Common Stock, Net 412 4.31 412 412 4.12 4.12
Capital Surplus 812.66 832.6 808.66 812.66 809.73 8104
Retained Eamings 2658.1 2658.58 2437.01 2658.1 2045.44 2104.05
Treasury Stock 2036.55 2056.55 2028.61 2036.55 2038.78 2041.52
Other Equity 11.23 187 12.69 11.23 7186 2.75
Total Shareholders' Equity 1449.57 1440.63 1233.87 1449.57 827.68 879.8

Total Liabllites & Shareholders Equity 5207.96 5234.31 4308.05 5207.96 5802.73 4307.78
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ANNUAL/QUARTERLY FINANCIALS - INCOME STATEMENT (millioh-

201104 201004 302011 202011 102011 402010
Net Sales or Revenues 377429 3874.33 26763 232545 85148 32289
Cost of Goods Sold 241459 2467.99 160.25 1018.47 635.16 362,95
Gross Profit 1350.7 1406.33 107.37 1306.99 216.31 -70.06
Research & Development Expense 0 0 0 0 0 0
Selling, General, & Admin. Expense 694.13 631.49 260.56 232.38 235.79 108.94
Income Before Depreciaticn, Depletion, 665.56 774.83 -153.18 1074.61 -19.48 -179
Depreciation, Depletion, Amortization 0 0 120.74 Q 0 0
Non-Operating Income 11.45 9.29 4.08 229 2.03 3.88
Interest Expense 0 0 23.3 0 0 0
Pretax Income 677.02 784.13 -293.14 1076.88 -17 44 -175.11
Pravision for Income Taxes 257.62 295.18 -119.69 418.66 -13.07 -68.3
Minority Interest : 0 ] 0 0 0 o
Investment Gains (Losses) 0 0 0 0 0 0
Other Income 0 0 0 0 0 1]
Income Before Extraordinaries & Disc 419.4 488.94 ~173.44 658.23 4.38 -106.81
Extraordinary ltems & Discontinued -13.28 9.7 -1.65 0.33 -8.35 -2.24
Net Income 406.11 479.24 -175.1 658.56 -12.72 -109.05
Average Shares Used to Compute Diluted 309.777 333.236 305.581 306.118 305.144 306.804
Average Shares Used to Compute Basic 309.23 332.283 305.491 305.283 305.144 306.804
Income Before Non-Recurring Hems 470.6 488.95 -120.24 675.23 19.05 -106.81
Income From Non-Recurring ltems -51.19 0 -53.2 -7 -23.42 0
EPS - Basic, Net 1.31 1.44 -0.57 215 -0.04 -0.36
EPS - Diluted, Net 1.31 1.43 -0.57 2.14 -0.04 -0.36
EPS - Diluted, Befors Non-recurring ltems 1.52 1.46 -0.38 2.2 0.08 -0.35
Dividends (common) 183.15 197.54 4581 45.79 45.77 48.28
Dividend Per Share {common) 0.6 0.6 0.15 0.15 0.15 0.15

Copyright © 1998 - 2011 ValuEngine Inc 4
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VALUENGINE'S METHODOLOGY

ValuEngine's research combines advanced academic concepts with real world Wall Street practice. The result is state-of-the-
art fair market valuation and price forecasting technologies.

VE'S FAIR VALUE MODEL:

ValuEngine's stock valuation model employs a sophisticated, three-factor approach. Fundamental variables, such as a
company's trailing 12-month Earnings-Per-Share (EPS), the analyst consensus estimates of the company's future 12-month
EPS, and correlations to the 30-year Treasury yield, are all used to create a more accurate reflection of a company's fair
value. Together with eleven additional variables, VaiuEngine paints a detailed picture of a company's fair value, representing
the VE 'madel price'. This is the price that ValuEngine believes the equity should trade at, if the market were perfectly
efficient.

The VE Fair Value for BLOCK H & R is currently: $8.56

The VE Fair Value is only the first of many steps in ValuEngine's full analysis. VE believes that just because a stock is
undervalued today, does not mean that the market will recognize the true value immediately. Different stocks in different
sectors can take a wide range of time frames to return t fair value. In some cases, other data may indicate that even though
the stock is undervalued, it may continue to drop in price due to such things as strong short term momentum or overall
market conditions. The opposite can also occur with ovaervalued stocks continuing to rise in value.

VE'S FORECAST TARGET PRICE MODEL:

The VE one year forecast target prices uses the VE Fair Value as the base data point. In addition, VE's stock forecasts
examine short-term price reversals, intermediate-term momentum continuation, and long-term price reversals over six time
horizons for every industry to ensure forecasts are established relative to a stock's proper peer groups. Advanced
statistical/econometric techniques are used to run thousands of simulations estimating the probability of meeting and
exceeding any given stock investment target. All of this is laid on top of the VE Fair Value to compute an actual price target
one year from date of this report.

VE RECOMMENDATION:

The recommendation is an assessment of its overall attractiveness, according to VE. It is based on the one year forecast
target price, which is the final evolution of the two step process listed above (fair value computation, with additional
momentum, price reversal and other market indicators). On average, only 2 percent of ValuEngine's 5,500 stocks under
coverage achieve a strong buy rating at a given time, but this can vary depending upon market conditions.

For additional information about ValuEngine's financial research and financial modeling on over 5,500 companies, please
click HERE.

Definitions:

Sharpe Ratio: measures the risk-retum tradeoff offered by the stock, and it is named after the Nobel Prize winner William
Sharpe. It is the stock’s average annual return (over the recent 5 years) divided by its annualized volatility over the same 5
years. High quality stocks are usually associated with high Sharpe ratios.

Momentum Rank: as defined before, it is the relative return performance of the stock over the recent 12 months. On a
scale of 1 to 100, the higher the momentum rank, the stronger the stock has performed in the recent 12 months.

Abbreviations:

= 1YRF: ValuEngine 1 Year Forecast Target Price
« Avg: Average

*LT: Long Term

* MB: Market Book

= P/E: Price to Earnings

* P/S: Price to Sales

= Qtrs: Quarters

* Rin: Return

* ¥Yr: Year

ValuEngine DISCLOSURES

ValuEngine offers equity recommendations and related return estimates to investors and their advisors. It uses a five-class
Strong Buy/Buy/Hold/Sell/Strong Sell rating system.
STOCK RATINGS: The terms below are used to rate a stock's 12-month performance:

= Strong Buy: Better than +12% One Year Forecast

= Buy: Between +5% and +12% QOne Year Forecast

* Hold: Between -5% and +5% One Year Forecast

* Sell: Between -5% and -12% One Year Forecast

= Strong Sell: Worse than -12% One Year Forecast

Quotes provided by Zacks Investment Research(www.zacks.com). ValuEngine's full DISCLAIMER can be viewed HERE.
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Equity Research
Illinois Tool Works Inc.

ITW: ncreasing 2012 Aiad 2013 Expectations
Raising Valuation Range And Maintaining Outperform

¢ Summary: We continue to view the stock as inexpensive compared to its longer-
term earnings potential, and we expect investor interest to return to the stock
with improved EBIT margin performance (started to occur in Q4 2011),
increased automotive and developed market construction market activity, and
continued investment in inorganic growth. We are inereasing our 2012E EPS to
$4.16 from $4.10 (vs. prior consensus 2012E $4.13 and guidance midpoint
$4.14) and 2013E to $4.75 from $4.70 (vs. prior consensus 2013E $4.57) on
slightly faster revenue growth and lower tax rate that offset higher share count.
Within this, we are adjusting down our Q1 2012E $0.96 from $0.97. At the same
time ITW provided more explicit 2012 guidance (including consistent 3-5% yr/yr
base revenue forecast as outlined in the company’s December 2011 Investor
Day), management announced it will cease providing its monthly revenue trend
reports beginning 2012. ITW explained its decision to do this as a way to refocus
investor attention on longer-term growth potential and away from short-term
trends. We expect this may cause some quarter-to-quarter volatility but
ultimately shift the discussion more toward longer-term potential. Given short-
term consensus appears to include low expectations and potential improvement
in some of the company’s long dormant markets (i.e., automotive and
construction), the removal of monthly revenue trend reports could drive a period
of earnings beats and positive guidance revisions. Longer term, we continue to
expect the company to drive growth through shifting its portfolio to faster
growth exposures (i.e., through both portfolio pruning and acquisition), and
continued operational and capital management discipline. We maintain our
Outperform rating and are increasing our valuation range to $58-60 from $52-
54 on increased expectations and higher valuation multiples.

Valuation Range: $58.00 to $60.00 from $52.00 to $54.00

Our 12-18 month valuation range of $58-60 is based on an EV-to-2012E EBITDA of
8.6-8.8x and price-to-book value of 2.8-2.9x. Our valuation range implies a price-
to-2012E earnings multiple of 13.9-14.4x and price-t0-2012E sales multiple of 1.5-
1.5%. The risks to our valuation range include raw material inflation, and lack of
acceleration in the pace of acquisitions.

Investment Thesis:
We continue to believe the stock represents a good value at current levels and like
the longer-term earnings growth potential due to current internal margin
improvement initiatives and incremental acquisition contribution that should drive
above-market growth.

Please see page 6 for rating definitions, important disclosures
and reqguired analyst certifications

Wells Fargo Securities, LLC does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that
the firmx may have a conflict of interest that could affect the objectivity of the
report and investors should consider this report as only a single factor in
making their investment decision.

WELLS

Outperform

Sector: Machinery
Market Weight

Earnings Estimates Revised Up

Rev.MM) $17.787 $18,943

2011A 2012E 2013E
EPS Curr. Prior Cwmrr. Prior
Qu.(Mar.) $0.88 $0.96 097 $111
Qz{(June) 0.06 L.05 103 121
Q3 (Sep.) 1.00 L1 105 126
Q4 (Dec) 0.50 105 104 117
FY $374  $4a6 4.10 $4.75
CcY $374  $416 $4.75
FYP/E 14.2% 12.8x 1L.2x

$20,490

: Company Dirta, Wells Fargo SecuﬂTiu, LLC estimates, ‘and Reuters

Sorrce;
NA = Not Auailable, NC = No Changa, N = No Estimate, NM = Not Memningful
V = Volatile, & = Company; is an the Priority Stock List

Ticker I™w
Price (01/31/2012) $53.03
52-Week Range: $39-60
Shares Outstanding: (MM) 483.2
Market Cap.: (MM) $25,624.1
S&P 500: 1,312.41
Avg. Daily Vol.: 3,580,960
Dividend/Yield: $1.44/2.7%
LT Debt: (MM) $3.488.0
LT Debt/Total Cap.: 30.0%
ROE: 17.0%
3-5 Yr. Est. Growth Rate: 6.0%
CY 2012 Est. P/E-to-Growth: 2.1x
Last Reporting Date: 01/31/2012

Before Open

Source: Company Daie, Wells Fargo Securities, LLC estimates, and Reuters
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Company Description:

Nlinois Tool Works (ITW), based in Glenview, Illinois, manufactures and markets a variety of products and
systems that provide specific, problem-solving solutions for a diverse customer base, including automotive,
construction, industrial, electronics, and food and beverage institutions, and retailers, The company has
approximately 700 operations in 48 countries.

After Mixed Guidance and Management’s Decision to Stop Providing Monthly Revenue Trends,
We Believe ITW May Be Poised to Begin Outperforming Expectations And Investors May
Refocus on Longer-term Potential. We Are Increasing 2012 (Including Reduced Q1 12 Due
Mostly to Front End Loaded Restructuring) and 2013. We are increasing our 2012E to $4.16 from
$4.10 (vs. prior consensus 2012E $4.13) and 2013E to $4.75 from $4.70 (vs. prior consensus 2013E $4.57) on
slightly faster revenue growth and lower tax rate that offset higher share count. Within this, we are adjusting
down our Q1 12E $0.96 from $0.97 (Exhibit 1). At the same time ITW provided more explicit 2012 guidance
(including consistent 3-5% yr/yr base revenue forecast as outlined in the company’s December 2011 Investor
Day), management announced it will cease providing its monthly revenue irend reports beginning 2012, ITW
explained its decision to do this as a way to refocus investor attention on longer-term growth potential and
away from short-term trends. We expect this may cause some quarter to quarter volatility but ultimately shift
the discussion more toward longer-term potential, on which we continue to view the stock positively. ITW
provided 2012 guidance $4.02-4.26 (midpoint $4.14 consistent with prior consensus 2012E $4.13) based on
total revenue growth of 5-8% yr/yr (3-5% base consistent with prior guidance, 4-5% acquisition and negative
2% currency representing an approximate $0-,07 yr/yr headwind), $70-8o million restructuring (with $25-30
million included in Q1 12) and 28.5-29.5% tax rate. Within this, management guided Q1 12 to $0.89-0.97
based on 5-8% total revenue growth. The midpeint $0.93 is beneath prior consensus $0.98 mostly due to the
front loading of restructuring- approximately $0.04 of anticipated $0.10-0.12 2012 restructuring expected to
occur in Q1 12.

In sum, we are adjusting our 2012 and 2013 expectations up on higher revenue expectations, lower tax rate
and higher share count.

Exhibit 1

[ITw Eamings Estimate Revision Analysis

Q1 2012E 2012E
New Prlor

[Revenie Growth Expeciatians. ,\n.,’""”“\';‘m%"i{ @.5’1&1, TR
Operating Mergln Expactatlnns .

Tum

Shara Gounl

[Continumg Ops EPS (1) - SRR IAT RESIRL I ey | o am
[Note: (1) Excludes Finishlng Business reclassﬂ'ed as a discontinued operation
|Source: Wells Fargo Securities, LLC Estimates

Q4 11 Outperformed on Lower Tax and Other Expense. ITW reported Q4 11 net $0.91, which included
$0.01 of discontinued operations (i.e., Finishing business that is pending divestiture). Excluding this, Q4 11
continuing operations $0.90 grew 37% yr/yT on 10.4% yr/yr revenue (5.9% base with North America up 8.7%
and International up 3%- EU and China grew 2.6% and 9.8%, respectively, 4.7% acquisition, and negative
0.4% currency) and 270 bps yr/yr EBIT margin growth (330bps base business improvement offset by acquired
revenue dilution) to 15.0% on 41% yr/yr incremental EBIT margins. Company beat our Q4 11E $0.88 by $0.02
on the following components: consistent operating profit and $0.02 from lower tax rate. Within the
consistent operating profit performance, most segments were within $0.03 of our operating profit expectations
(Exhibits 2-3), including a surprisingly positive EBIT margin performance in Food Equipment. Relative to our
operating profit expectations, the company generated higher margin performance (15% vs. 14.8% expected)
that offset lower revenue growth (i.e., 10.4% vs. 12.1% expected).

In sum, the company’s Q4 11 earnings cutperformed driven by lower tax rate on consistent operating profit
performance with our expectations.
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Exhibit 2
ITW Eamings Growth Component Analysis (Yr/Yr and Relative to Wells Fargo Expactations}
Yr/Yr Earnings Improvement Relative to Wells Farge Securities, LLC Estmates
e - Gnmnbuﬂon C ponants _EPS \{afiance Compenents Continuing Ops EPS

Q4 2010 ERS (1) Aot TR
Q4 2011E Cnnlinumg Ops EPS (1

e Bt wm-&%w“ B
i mmm ;}QQ‘*@?
R @@Lﬁ%ﬁiﬁ; e
#Mﬁm%ﬂf
TR L} EM@MEM

CQnsT-ucﬂon Products

Hpome w—m“mﬁﬂ & .' i
Decorative Surfaces
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| Share Cc Count
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; aHone %1"&«.@ ot S T :
Ad]usled Q4 2011 EPS (1) $0.80 $0. 90

Note: (1) Amounts include reclassification of Finishing Business to discontinued operations.
Source: Company reports, Wells Fargo Securities, LLC estimates

7 g AR S

Exhibit 3
ITW Q4 2011 Operating Segment Growth Analysis
Revenue (yriyr Change} EBIT Margin EPS Contribution Variance
— Base Business  Acq/ orted Yn'Yr Changs (bps) | From Wells Fargo Expamtlon
Rz sem i A, M RSt

‘ﬁfﬁ M R

|Source: Company Repors, Wells Fargo Sequrities, LLG Estimates

Q4 11 Operating Profit Margin Increased From Q4 10, Reversing a 2 Quarter Trend of Yr/Yr
EBIT Margin Compression. Volume and Non-Operating Benefit Offset Dilution from Currency,
Acquisitions, and Other. ITW generated strong EBIT margin improvement that surprised our expectations
despite slower revenue growth than expected. Q4 11 15.0% operating profit margin decreased 60bps from Q3
11 but increased 270bps yr/yr from Q3 10 12.3%. The Q4 11 improvement reversed a two quarter trend of yr/yr
declines (Exhibits 4-5). All in, the company realized a 270bps yr/yr operating margin increase.

Exhibit 4
ITW Q4 2011 Operating Segment Margin Change Analysis

EBIT Margin Contribution {(yryr Change in bps)
Base Business Acquisition Cumency Restructuring Other (1) Total
perating Leverags  Non-Operating Total Base

*ﬁ,mdwm:@ e
i’"’%E__wﬂEx.l’F;& L
A a’ﬁ"m“m %,&“m RS
sl 8 5 S ) m Mﬁﬁ@?ﬂ"m’ e
Tainl Gpenating Segmants (1] [T < m iﬁ &._

Note: (t} Other includes Impairment.
Source: Company Reports, Wells Fargo Sacurities, LLC Estimates
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Exhibit 5
ITW Q3 2011 Operating Segment Margin Change Analysls

EBIT Margin Contribution (yr/yr Change in bps})

Base Business Acquisition Cumency Restructuring Other (1) Total

| | Operating Leverage_ Non-Operating __Total Base |

Inchistnal Packeging. ™" T4 1 L0 80" ol g 1900 0, 90y j@l l';;_\;._ i 0 GRE
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Note: (1) Cther includes Impalrmem.
Source: Com Reports, Wells Fargo Securities, LLC Estimates

Free Cash Flow Generation Was Positive. Acquired $867 Million Revenue During 2011 With
Additional $210 Million Revenue Acquired During January 2012. Company Continues to Have
Adequate Capacity to Pursue Additional Inorganic Growth Opportunities. Reported cash flow was
positive (at 122% of net income}, and ITW’s balance sheet remained strong as net debt to total capital to
decreased to 20% from Q3 11 23% (Exhibit 6). The sequential decrease was driven by lower cash allocation to
acquisitions and share repurchase than occurred in Q3 11. For 2011, ITW acquired approximately $867 million
of revenue (i.e., near the midpeint of its $800 million- $1 billion range), and ITW announced that it closed on
the acquisition of Brooks Instrument (i.e., $210 million revenue in 2011 with half of revenue coming from Asia,
Europe and Middle East) in January 2012. ITW continues has adequate reserves to drive above market growth
through additional acquisitions.

Ex]nblt 6
Iy Gash Flow & Sheet Analysi
108 Q200 Q309 Q408 Q110 Q210 Q310

Cash Flow Analysls ' S ’
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Mete: {1) Remaved non-recurring cherges from Q3 08, Q2 08 and Q1 08 for EBIT ROIC Calculation.
{2) Pre-Q2 11 are not restated for divestiture of Finlshing Business.
|Source: Company Reparts, Wells Fargo Securttjes, LLC Estimates

Valuation and Risks

Maintain Outperform And Increasing Valuation Range. We are maintaining our Qutperform and
increasing our valuation range to $58-60 from $52-54 valuation range. Despite some noise surrounding the
stock (i.e., yet to be completed divestiture, increased interest from an activist shareholder, and higher
acquisition transaction costs as the company pursues higher growth/return properties), we continue to both
view the stock as inexpensive and also like the longer term earnings growth prospects due to current internal
margin improvement initiatives, construction activity recovery and anticipated incremental acquisition
contribution that should drive above market growth. The company is generally adhering to its business model
discipline (optimize cost structure to current demand levels; acquire good businesses at reasonable prices,
improve returns and cash flow; and use excess cash to make other reasonably priced acquisitons). This
discipline has enabled ITW to drive earnings growth through difficult market conditions in the past. In the
near-term, acquisition activity is increasing against moderating end market growth, and the company is
emerging from a period of cost pressure on margins which should support a continued good return profile. We
anticipate that earnings performance will begin to turn more positive over the next several quarters.

Our valuation range is based on projected ROIC and an historical relationship between ROIC and both price to
book and EV to EBITDA multiples.
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Exhibit 6
ITW Valuation Range Analysis

Expected Valuation Range 10-yr Historical Valuation Range

Average Maximum Minimum

IR 560 N L
Price to Book Value _ 28 38 83x 13 |
EVto 2012EEBITDA 8.8 _89x  163x  3.8x
Price to 20128 Eamings 4 187x 286x  100x
Price to 2012E Sales 1.5 3.6x 6.3x 1.1x
Source: ITW Reports, Factset, Wells Fargo Securities, LLC Estimates

Risk Assessment, Within our analysis, we did not include the following impacts, which could alter our

conclusions if they were to oceur:

s+ We are not anticipating a credit availability tightening in our expectations. If this occurs, then our
expectations could have significant downside and lead us to reassess our valuation range and rating,.

s 'We are currently expecting demand growth moderation will continue with a mild European industrial
recession beginning H1 12, However, this could prove to pessimistic due to continued production growth
and distributor decision to hold higher inventory levels, Alternatively, demand could drop significantly
beneath expectations due to significant tightening in credit market conditions as a consequence of the
current European debt issues. We will continue to monitor for any significant inflection.

s The company should be emerging from a margin headwind driven by negative net pricing (price less raw
material cost increases). If ITW is unable to achieve pricing actions, margins and earnings performance

could be negatively impacted.

s We anticipate ITW will progressively increase its pace of acquired revenue but are not expecting the
company to make a major acquisition. If that happens, we would have to re-evaluate our earnings and

opinion.

¢ General equity market fund flows could affect the stock price in a non-fundamental way.
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lllincis Tool Works Inc. (ITW) 3-yr. Price Performance
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Date
Date Publication Price ($) Rating Coda Val. Rng. Low Val. Rng. High Close Price (§]
17282000 Casay
1/28/2009 NA 1 37.00 40.00 34.90
. 3/16/2009 26.73 1 30.00 33.00 26.54
A4 4172008 3,15 2 30.00 33.00 2,22
* 611612000 6.86 2 2.00 35.00 6.60
L 512612008 6.80 1 45.00 48,00 745
[] 9/15/2009 43,03 0.00 53.00 3.87
[ 10/21/2008 48.52 60.00 63.00 4787
L] 712012010 42.75 55.00 58.00 42,75
[ /372011 54.39 1 62.00 4,00 54.39
. 4127120 57.73 £5.00 7.00 57.67
[ 712720 52.3 £2.00 4.00 50.72
» 514,20 434 52.00 54.00 44.80
Scurce: Walls Fargo Securltles, LLC estimates and Reuters data
Symbol Key Rating Code Key
¥  Rating Downgrade #  Initiation, Resumption, Drop or Suspend 1 OQutperform/Buy SR Suspended
4 Rating Upgrade B Analyst Change 2 MarketPerform/Hold  NR Mot Rated
®  Valyation Range Change T Split Adjustment 3 Underperform/Sell NE  No Estimate

Additional Information Available Upon Request

I certify that:
1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or
issuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
by me in this research report.

= Wells Fargo Securities, LLC maintains a market in the commeon stock of Illinois Tool Works Inc.

= Wells Fargo Securities, LLC or its affiliates managed or comanaged a public offering of securities for Hlinois Tool Works Inc.
within the past 12 months.

= Wells Fargo Securities, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in
the next three months from Mlinois Tool Works Inc.

= Wells Fargo Securities, LLC or its affiliates received compensation for investment banking services from Illinois Tool Works Inc.
in the past 12 months.

= Illinois Tool Works Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was,
a client of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided investment banking services to Illinois Tool Works
Ine.

= Wells Fargo Securities, LLC or its affiliates may have a significant financial interest in Illinois Tool Works Inc.

= Wells Fargo Securities, LLC is acting as financial advisor to Graco, Inc. in the announced acquisition of the finishing businesses of
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TMlinois Tool Works,
ITW: The risks to cur valuation range include raw material inflation, and lack of acceleration in the pace of acquisitions.

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability
and revenue of the firm, which includes, but is not limited to investment banking revenue.

STOCK RATING

1=Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the
next 12 months. BUY

2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market
over the next 12 months. HOLD

3=Underperform: The stock appears overvalued, and we believe the stock’s total return will be below the market over the next 12
months, SELL

SECTOR RATING

0O=0verweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

M=Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
U=Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

VOLATILITY RATING
V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the
analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading.

As of: January 31, 2012
48% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Outperform. services for 41% of its Equity Research Outperform-rated
companies.

50% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Market Perform. services for 36% of its Equity Research Market Perform-rated
companies.

2% of companies eovered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Underperform. services for 22% of its Equity Research Underperform-rated
companies.

Important Disclosure for International Clients

EEA - The securities and related financial instruments deseribed herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited
(“WFSIL”). WFSIL is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority. For the
purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial
Instruments Directive 2007. The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail
clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for,
and should not be relied upon by, retail clients.

Australia — Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the
course of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Hong Kong — This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (“WFSAL"), a Hong Kong
incorporated investment firm licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and 9
regulated activities (as defined in the Securities and Futures Ordinance, “the SFO”). This report is not intended for, and should not
be relied on by, any person other than professional investors (as defined in the SFO)}. Any securities and related financial
instruments described herein are not intended for sale, nor will be sold, to any person other than professional investors (as defined
in the SFO).




‘WELLS FARGO SECURITIES, LLC
Machinery EQUITY RESEARCH DEPARTMENT

Japan — This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into
investment advisory or discretionary investment contracts. This report is intended for distribution only to professional investors
(Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika).

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan
(JFSA) but by group companies of JFSA-registered rating agencies. These group companies may include Moody’s Investors Services
Inc, Standard & Poor’s Rating Services and/or Fitch Ratings. Any decisions to invest in securities or transactions should be made
after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of the
credit ratings stated on the respective rating agencies’ wehsites.

Abhout Wells Fargo Securities, LLC
Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of
the New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wells Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC, does not represent that this
information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services
Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, and
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2012
Wells Fargo Securities, LLC.
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1-Yr Target Price $52.99

1-¥Yr Forecast Rtn -0.08%

Last Trade $53.03

Trade Date 01/31/12

BASIC INFORMATIOM

Last 4-Yr Rtn 1 96%
1-Yr Forecast Rtn Rank bim 47%
Market Cap{billion) $26 0597
Trailing 4 Qtrs P/E 141
Forward 4 Qtrs P/E 12.84
PEG Ratlo 143
P/S Ratio 1.47
Est 5-Yr EPS Growth 13.20%
Annual Dividend $144
Dividend Yleld 272%
LT Debt/Equity 146
Beta 117
5-Yr Avg Annual Rtn 0.78%

Sector
Industry

For important disclosure information
regarding relationships that Wells
Fargo Advisors may have with the
issuer of the securities that are the
subject of the accompanying third-
party research report please visit the
Wells Fargo Advisors website, or
contact your Financial Advisor.

Contact ValuEngine:

ValuEngine, Inc.

PO Box 399

Melbourne, FL 32902
(800) 381-5576
support@ValuEngine.com
www.ValuEngine.com
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VALUENGINE RECOMMENDATION

ValuEngine has issued a HOLD recommendation for ILL TOOL WORKS ¢n
Feb. 01, 2012. Based on the information we have gathered and our resulting
research, we feel that ILL TOOL WORKS has the probability to ROUGHLY
MATCH average market performance for the next year. The company exhibits
ATTRACTIVE Company Size but UNATTRACTIVE Book Market Ratio.

FORECASTED TARGET PRICES

The predictive variables used in ValuEngine's forecast target price models
inciude both proprietary and well-established forecasting variables derived from
credible financial research studies and publications. The ValuEngine Forecast
Model relies on a variety of predictive variables including the ValuEngine Fair
Value for the equity calculated by the ValuEngine Valuation Model, the
Price/Earnings ratio, the stock's Momentum-based on the Last 12 Month
Return, the company's Market Capitalization, Earnings Growth, and Eamings
Revision. Our forecasting models capture, among other things, several
important tendencies that stock prices consistently exhibit: Short-term price
reversals, Intermediate-term momentum continuation, and Long-term price
reversals. We use a distinct forecasting model for each time horizon and for
every industry. We then apply advanced statistical/feconometric techniques to
ensure that our stock return forecasts are as reliable as possible. Click HERE
for additional information on ValuEngine's research.

RECOMMENDATION OVERVIEW

ValuEngine's stock recommendations are based on the proprietary ValuEngine
one-year forecast return {1YFR) model output for each individual equity. A
stock is rated Strong Buy, Buy, Hold, Sell, Strong Sell based on the Forecast
One Year Return. The breakdown for each rating is as follows:

+ Strong Buy: Better than +12% 1YFR

* Buy: Between +5% and +12% 1YFR

* Hold: Between -5% and +5% 1YFR

+ Sell: Between -12% and -5% 1YFR

+ 8trong Sell: Worse than -12% 1YFR

ValuEngine's Strong Buy-rated stocks have an averaged annual return of 19%
since 2001. For more details on the ValuEngine One Year Forecast Target
price and its components, please go HERE.

Copyright © 1998 - 2012 ValuEngine Inc



ILL TOOL WORKS(I
BUSINESS DESCRIPTION, DATA SUMMARY & MARKET RATIO BASED VALUATION

BUSINESS DESCRIPTION

lllinois Tool Works, Inc. manufactures and markets a
variety of products and systems that provide specific,
problem-solving solutions for a diverse customer base
wortdwide. The company's business units are divided into
six segments: Engineered Products-North America;
Engineered Products-Internationai; Specialty Systems-
North America; Specialty Systems-International; Consumer
Products; and Leasing and Investments.

EVALUATION & RANKINGS

Value Rank
1-Yr Forecast Return -0.08% 47
Last 1-Yr Return 1.96% 64
P/E Ratlo 14.1 69
Volatility 27.99% 82
EPS Growth 9.84% 35
Market Cap(billion) 26.06 a7
Sharpe Ratio 0.03 70
PIS Ratlo 147 45
M/B Ratio 10.77 8
5-Yr Avg Ann Rtn 0.78% 70

EVALUATION & RANKINGS SUMMARY

Just as important as the percentages shown for our ten
predictive variables for each stock is the way they are
ranked against the 7000 plus stocks in our database. This
is sometimes confusing to newcomers to ValuEngine.
Each of these guantitative measurements is ranked on a
scale of 1 to 100. Generally the higher the ranking, the
more positive the influence each measurement has on the
overali attractiveness of the stock. In other words a high
rank is always better. Let's take them one by one:

Forecast rank 47: 53% of stocks have a higher
forecast price.

12-month Return Momentum rank 64: 36% of stocks
have higher momentum.

P/E rank 69: 31% of stocks have lower P/E ratios.
Volatility rank 82: 18% of stocks have less volatility.
EPS growth rank 35: 65% of stocks have greater
projected EPS growth.

Size rank 97: 3% of companies have higher market
capitalization.

Sharpe Ratio rank 70: 30% of stocks have a higher
Sharpe Ratio.

Price/Sales rank 45:; 55% of stocks have lower
pricefsales ratios.

Market/Book rank 8: 92% of stocks have lower
market/book value ratios.

5-Yr Average Annual Return 70: 30% of stocks have
higher average annual return.

MARKET RATIO BASED VALUATION

Portfolio managers and professionals traditionally rely on
market ratios to gauge whether a stock is fair valued or
overvalued. On this page, we present such a valuation
based on one of three market ratios: PEG (price to trailing
4 quarter earmnings ratio, divided by the consensus analyst
forecasted next year EPS growth), P/E Ratio (price to
forward 4 quarter earnings ratio), and P/S ratio {price to
trailing 4 quarter sales). Among the three, PEG is the most
informative as it reflects both the price/earnings ratio and
expected future EPS growth, while P/E is better than P/S,
For each given stock, we apply the PEG to give a fair value
assessment if both its trailing 4 quarter EPS and
forecasted EPS growth rate are positive. If its forecasted
EPS growth is negative but its forward 4 quarter EPS is
positive, we apply the P/E to give a fair value for the stock
as of today. Otherwise, we resort to the P/S to assess its
fair value.

To establish a valuation standard, we use both (i) the
average historical market ratio of the stock over the past
10 years (or however long there is data available for the
stock), and (i} the average market ratio today of five
comparable stocks in the same sector and from companies
of similar size. These two alternative perspectives should
give you a good idea about where this stock's valuation
stands today.

1. Valuation Based on ITW's Past PEG

Over the past 10 years, ITW's average PEG is 1.28. ITW
earned $3.76 per share in its recent 4 quarters. The
analyst consensus estimate is $4.13 for its 4 quarter
forward EPS. ITW's current Price Sales ratio is 1.47. The
following assessment is based on multiplying the historical
PEG with recent 4 quarter EPS and the forecasted EPS
growth rate over the next 4 quarters for ITW.

Fair Value

Historical Average PEG 1.28
PEG-Based Fair Value $47.32

2. Valuation Based on Comparables’ PEG

ITW's comparables are ATLKY, DOV, ETN, IR and PH.
The current PEG average of these comparables is 3.26.
ITW earned $3.76 per share in its recent 4 quarters. The
analyst consensus estimate is $4.13 for its 4-quarter-
forward EPS. ITW's current Price Sales ratio is 1.47. The
following assessment is based on multiplying comparable
stocks’ average PEG today with ITW's recent 4 quarter
EPS and the forecasted EPS growth rate over the next 4
quarters .

Comparables' PEG

Cumparables Currant PEG

ATLKY 11.89

DoV 1.22

ETN 0.93

IR 0.83

PH 1.43

Fair Vaiue

Comparable Stocks' Avg PEG 3.26
Comparable PEG-Based Fair Value $120.69

Copyright © 1998 - 2012 ValuEngine Inc



ILL TOOL WORKS(ITW)

ANNUAL/QUARTERLY FINANCIALS - EALANCE SHEET (millionS.i

201012 200912 3G2011 2Q2011 102011 402010
ASSETS
Cash 1190.03 1318.77 1318.88 1230.66 108447 1190.03
Marketable Securities 0 0 0 0 0 0
Receivables 2678.08 2491.49 2985.35 3146 2981.23 2678.08
Inventory 1547.44 1356.23 1794.32 1919.67 1824.08 1547.44
Raw Materials 530.96 417.31 613.54 644.36 598.78 530.96
Work in Progress 157.22 137.46 176.13 17727 182,75 157.22
Finished Goods 859.26 801.45 1004.64 1098.04 1042.54 850.26
Notes Receivable 0 Q 0 0 0 0
Other Current Assets 854.42 739.95 1562.08 1590.25 1018.39 854.42
Total Current Assets 5963.4 5674.59 7334.41 7557.07 6596.42 5968.4
Property, Plant & Equipment 5960.6 6056.53 6096.89 6281.85 6248.25 5960.5
Accumulated Depreciation 3937.55 3920 4058.95 4149.84 4125 95 3937.55
Net Property, Plant & Equipment 2023.04 2136.52 2037.93 2132.01 2122.28 2023.04
Investment & Advances 441.6 451.29 424.44 43557 430.97 441.6
Other non-current Assets 0 0 0 0 0 0
Deaterred Charges 623.34 673.04 519.1 566.62 61341 623,34
Intangibles 6573.94 6584.14 7431.69 7206.86 723547 6573.94
Deposits & Other Assets 619.93 562.37 615.67 628.01 642.61 619.93
TOTAL ASSETS 16250.27  16081.98 18363.27 18526.18  17641.21 16250.27
LIABILITIES & SHAREHOLDER'S EQUITY
Notss Payable 0 0 0 0 0 0
Accounts Payable 754.11 689 57 770.38 864.95 866.65 754.11
Current Portion of Long-term Debt 317.78 213.68 1040.8 1450.33 750.77 317.78
Curment Portion of Capital Leases [} 0 0 1} 0 0
Accrued Expenses 1393.39 1359.39 1483.24 1430.84 1391.48 1393.39
Income Taxes Payable 450.05 417.26 70.42 46.77 70.63 459.05
Other Current Liabilities 169.23 155.72 271.04 269.25 170.01 169.23
Total Current Llabilities 3093.59 2835.63 3635.89 4062.15 3249.55 3093.59
Mortgages 0 0 0 0 0 0
Deferrad Charges (taxes/income) 186.93 207.67 122.56 114.12 11177 186.93
Convertible Debt 0 0 0 0 0 0
Long Term Debt 251195 2914.87 352212 262279 2597.31 2511.95
Non-Current Capital Leases 0 0 0 0 1] 0
Other Long-Term Liabilities 1076.54 1305.H1 1230.66 1305.08 1303.26 1076.54
Minority Interest (liabilities) 0 0 0 ¢ 0 0
Total Liabliities 6869.02 7264.1 8511.26 8104.15 7261.9 6869.02
Preferred Stock 0 0 0 0 0 0
Common Stock, Net 5.38 5.35 542 5.41 54 5.38
Capital Surplus 460.8 270.98 656.71 631.62 573.72 460.8
Retained Eamings 10399.22 9521.74 11526.09 1119242  10861.07 10399.22
Treasury Stack 1740.68 1390.59 2691.97 2291.85 1740.85 1740.68
Other Equity 256.51 410.39 355.77 88441 679.96 256 51
Total Shareholders' Equity 9381.24 B817.87 9852 10422.02 10379.3 9381.24
Total Liabilites & Shareholders Equity 16250.27  16081.98 18363.27 1852618  17641.21 16250.27

Copyright © 1998 - 2012 ValuEngine Inc 3



ILL TOOL WORKS(ITW}

ANNUAL/QUARTERLY FINANCIALS - INCOME STATEMENT (million{r}

201012 200912 3Q2011 2012011 12011 402010
Net Sales or Revenues 15870.38 13877.07 4580.52 4614.91 4387.58 4169.27
Cost of Goods Sold 10240.45 9144.85 2061.49 2596.01 26826.69 2738.85
Gross Profit 5629.92 4732.21 1619.01 1618.9 1560.88 1430.44
Research & Development Expense 0 0 0 0 0 [}
Selling, General, & Admin. Expense 3059.36 3037.43 836.43 845.14 821.91 797.14
income Befora Depreciation, Depletion, 2570.56 1694.78 782.58 773.75 738.97 633.31
Depreciation, Depletion, Amortization 211.87 97.66 68.3 62.7 56.36 51.81
Non-Operating Income 30.77 -7.36 24.68 15.35 5.55 3.14
Interest Expense 175.45 164.83 48.58 45.39 44,02 44 04
Pretax Income 2211.99 1213.79 £90.38 681.01 644,14 538.6
Provision for Income Taxes 684.8 244.3 200.25 197.48 21 145.8
Minority Interest 0 0 0 0 0 0
Investment Gains {Losses) 0 0 0 0 0 0
Cther Income 0 0 0 0 0 0
Income Before Extraordinaries & Disc 1527.19 969.48 490.13 483.53 623.14 392.79
Extraordinary ltems & Discontinued 0 -22.48 17.48 14.9 0 0
Net income 1527.19 947 507.62 498.43 623.14 392,79
Average Shares Used to Compute Diluted 503.35 501.921 488.776 501.861 502.71 499,898
Average Shares Used to Compute Basic 500.772 500.177 486.253 497.798 498.562 496.71
Income Befare Non-Recurring tems 1527.19 1099.54 490.13 483.53 458.61 392,79
Income From Non-Recurring Items 0 -130.05 +] 1] 164.52 0
EPS - Basic, Net 3.05 1.89 1.04 1 1.25 0.79
EPS - Diluted, Net 3.03 1.89 1.04 0.99 1.24 0.79
EPS - Diluted, Before Non-recurring ltems 3.03 219 1 0.98 o9 0.79
Dividends {comman) 644.71 621.13 176.91 170.02 169.55 168.62
Dividend Per Share {common) 1.3 1.24 0.36 0.34 0.34 0.34

Copyright @ 1998 - 2012 ValuEngine Inc 4



ILL TOOL WORKS/ITW!
VALUENGINE'S METHODOLOGY

ValuEngine's research combines advanced academic concepts with real world Wall Strest practice. The result is state-of-the-
art fair market valuation and price forecasting technologies.

VE'S FAIR VALUE MODEL:

ValuEngine's stock valuation model employs a sophisticated, three-factor approach. Fundamental variables, such as a
company’s trailing 12-month Eamings-Per-Share {EPS), the analyst consensus estimates of the company's future 12-month
EPS, and correlations to the 30-year Treasury yield, are all used to create a more accurate reflection of a company's fair
value. Together with eleven additional variables, ValuEngine paints a detailed picture of a company's fair value, representing
the VE 'model price’. This is the price that ValuEngine helieves the equity should trade at, if the market were perfectly
efficient.

The VE Fair Value for ILL TOOL WORKS is currently: $47.32

The VE Fair Value is only the first of many steps in ValuEngine's full analysis. VE believes that just because a stock is
undervalued today, does not mean that the market will recognize the true value immediately. Different stocks in different
sectors can take a wide range of time frames to return to fair value. In some cases, other data may indicate that even though
the stock is undervalued, it may continue to drop in price due to such things as strong short term momentum or overall
market conditions. The opposite can also occur with overvalued stocks continuing to rise in value.

VE'S FORECAST TARGET PRICE MODEL:

The VE one year forecast target prices uses the VE Fair Value as the base data point. In addition, VE's stock forecasts
examine short-term price reversals, intermediate-term momentum continuation, and long-term price reversals over six time
horizons for every industry to ensure forecasts are established relative to a stock's proper peer groups. Advanced
statistical/econometric techniques are used to run thousands of simulations estimating the probability of meeting and
exceeding any given stock investment target. All of this is laid on top of the VE Fair Value to compute an actual price target
one year from date of this report.

VE RECOMMENDATION:

The recommendation is an assessment of its overall attractiveness, according to VE. It is based on the one year forecast
target price, which is the final evolution of the two step process listed above (fair value computation, with additional
momentum, price reversal and other market indicators). On average, only 2 percent of ValuEngine's 5,500 stocks under
coverage achieve a strong buy rating at a given time, but this can vary depending upon market conditions.

For additional informaticn about ValuEngine's financial research and financial modeling on over 5,500 companies, please
click HERE.

Definitions:

Sharpe Ratio: measures the risk-return tradeoff offered by the stock, and it is named after the Nobel Prize winner William
Sharpe. It is the stock's average annual return {over the recent 5 years) divided by its annualized volatility over the same 5
years. High quality stocks are usually associated with high Sharpe ratios.

Momentum Rank: as defined before, it is the relatlve return performance of the stock over the recent 12 months. On a
scale of 1 to 100, the higher the momentum rank, the stronger the stock has performed in the recent 12 months,

Abbreviations:

* 1YRF: ValuEngine 1 Year Forecast Target Price
« Avg: Average

«.T: Long Term

= MB: Market Book

=« P/E: Price to Eamings

« P/S: Price to Sales

» Qtrs: Quarters

+ Rin: Return

«Yr: Year

ValuEngine DISCLOSURES
ValuEngine offers equity recommendations and related return estimates to investors and their advisors. It uses a five-class
Strong Buy/Buy/Hold/Sell/Strong Sell rating system.
STOCK RATINGS: The terms below are used fo rate a stock's 12-month performance:
* Strong Buy: Better than +12% One Year Forecast
*» Buy: Between +5% and +12% One Year Forecast
* Hold: Between -5% and +5% One Year Forecast
» Sell: Between -5% and -12% One Year Forecast
» Strong Sell: Worse than -12% One Year Forecast

Quotes provided by Zacks Investment Research(www.zacks.com). ValuEngine's full DISCLAIMER can be viewed HERE.

Copyright © 1998 - 2012 ValuEngine Inc 5






Preparing for Better Days
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A special publication from our Investment Strategy Committee

Economy U.5. equities Fized income International

Will the economic recovery ~ What’s ahead for stocks? How should you respond to What about investments
continue? today’s low interest rates? outside the United States?
See what our Chief Macro Strategist Our Chief Equity Strategist laoks at what Get useful ideas from our Chief Fixed Qur Chief International Investment
forecasts for GDP, unemployment may be down the road for earnings and Income Strategist. Strategist alsg checks up on commodities
and inflation. stock prices. and cutrencies,
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Qur forecasts and
recommendations tn

this report are produced
by analysts and strategists
on Wells Fargo Advisors”
Investment Strategy
Committee.

Economic and market forecast

As of December 12, 2011, unless otherwise noted

Inflation-adjusted GDP rolfing four quarters 11% 1.5%:! 2.2%
Inflation-adjusted GDP latest quarter percent change annuai rate 20%"
Unemployment end of perfod/latest 94% 8.6%? 8.0%
CPlinflation 12-month average 1.6% 28%? 2.5%
Federal deficit rofling 12-months $13trll. $131rit.? $1.21rl.
Existing home sales (SAAR*) end of perfod/latest 5.2mil. 49mil.? 55 mil
B ol o W B L OO . NS S e
58P 500index latest as of 12/12/11) 125764 113647 13251375
S&P operating eamings treifing four quarters $83.77/shr. $94.66/shr. $103.00/shr.
S&P SDD price/eamings traifing four guarters operating earnings 15.01 13.06' 131

Fixed incom'-_l:l

Target federal funds rate latest (as of 12/12/17)
10-year Treasury yield latest (os of 12/12/11)
30-year Treasury yield latest {asof 12/12/1)

drarararanan

Internaticnal, commaoedities and cuurency

MSQ EAFE index Intest {as of 12/12/T1}
MSQ Emerging Markets index latest {as of 12/12/11) 1,151.38 924 51 1,108.00
Qil (per barrel) latest fas of 12/12/11) %9138 9777 $107.00
Gold (pertroy ounce) latest (as of 12/12/11) 9142078 $1,666.57 $1.900.00
U dotal P U Y e e Ly I e $1.42 oL
*SAAR = Seasonally adjusted annual rate 1=Data asofthint-quarier 2011 2 =DataasofNovember 2011  Source: Bloomberg, Wells Fargo Advisors

Recommended portislic weightings

As of December 12,2011
Equity sectors
TR h Lulshe W Sgddiie | Evenveoight LIS fnderyeinh gl i
Industrials 18.7% 12.0% Consumer Discret. 10.8% 11.0% {onsumer Staples 114% 9.5%
Materials 3.5% 4.0% Energy 123% 120% Financial 13.4% 11.006
Telecom. 31% 5.5% Health Care 11.5% 10.8%
UUREES .. eesecenenns . S . LD S T - . R
Mote: Weightings may not add to 100% due o rounding. Source: Bloomberg, Wells Fargo Advisors
Asset classes
Growth stocks Dollar Commoditles
Short-term IG" bonds Emerging-market stocks Leng-term IG' bonds
High-yield securities Value stocks
Intermediate-term IG* bonds
International developed stocks
Intemational fixed income
REITs
(.5, large—cap stocks
1.5, mid-cap stocks

1.5, small-cap stocks

........................................................................................................................................................................

Note:Welghtings ar relative to current firm asset allocation models, Source: Bloomberg, Wetls Targo Advisors
*1@ - Investinent grade - Treasuries, agency securities, marigage-backed securitles, corporate bands and municipal bonds.

Please see page 15 for important disclaimers and analyst certification.



Overview

When laying siege to a fortress back in the day, you might have encountered
layered walls. If you were able to overcome the outermost wall, you would hit
a second and then, possibly, a third. It seems the economy and the markets

could be facing just such a “fortress” when it comes to the recovery from the

2008-2009 recession. Every time one obstacle has been overcome, another

has raised its head.

The good news is that in spite of this, there has
been ongoing - although slow - improvement in
a number of areas. Qutput is rising, and profits
are inereasing,

Although it would be nice if the last “wall” had
been overcome, we still see plenty of others down
the road, ineluding the Furopean debt situation,
less-than-robust housing market, U5 -government-
debt challenges, ongoing high unemployment, etc.
However, we also expect to see better days in 2012

as a result of continuing slow improvement in the
economy and the markets.

What this outlook means for your investments
depends on a number of factors, including your
situation and objectives. That's why we invite
you to read the analyses on the following pages
and talk with your Financial Advisor about
what adjustments, if any, you want to make.

If you don'’t have a Financial Advisor, visit
wellsfargoadvisors.com to locate a

Wells Fargo Advisors branch near you,

Economy 4

The slow recovery should
continue, Expectations are low;
look for any upside surprises

to have significant effects.

U.S. equities 6

Anticipate slow earnings
growth and continued volatility.
Large-cap and growth stocks
are likely to perform best.

Fixed income 8

Expect no relief from low
interest rates. Diversification,
not “reaching for yield,” should
be the name of the game.

International 10

Everyone’s talking about
Europe, but divergence
between developed countties
and most everyone else is

a trend to watch,

Cerelusion 12

Investors should maintain
a balanced strategy to ride
out the storm and prepare
for better days.
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Economy

Waiting for the storm clouds to clear

Things should continue to slowly improve rather than get worse

Gary Thayer
Chief Macro Strategist

:@i Forecasts
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Slow recovery continues

The U.S. economy has been recovering from the
2008-2009 recession for 2% years. Normally, the
economy rebounds rapidly after a steep contraction.
This time is different. The current recovery has been
relatively slow because of lingering problems from
the recession. In particular, housing remains
depressed despite record low mortgage interest
rates. In addition, companies traditionally hire more
workers after the economy and corporate profits
rebound, In this recovery, profits have increased,

but companies have been slow to add workers. As

a result, unernployment remains stubbormnly high,
which lirnits income growth and consumer
spending. Finally, state- and local-government
spending usually recovers as the economy improves
and tax revenues increase, Unfortunately, state and
local governments are still cutting spending because
of budget constraints. All these problems limit
economic expansion, and as a result, the U.S.
economy is growing at only a modest rate.

We look for inflation-adjusted gross domestic
product (GDP) to increase at a 2.2% annual rate in
2012, This would be below the 30-year 2.7% average
GDP growth rate. We expect consumer spending
and business investment to remain the two biggest
contributors to GDP growth. On the negative side,
a slowdown in the global economy will probably
reduce net exports. In addition, state- and local-
government spending will probably subtract from
growth; however, the impact should be less in

2012 than in 2011.

Slow growth likely to reduce inflationary
pressures

‘We look for a eouple of factors to kelp reduce
inflationary pressure in the year ahead, First, the
global economic slowdown will probably decrease
inflation because the demand for resources has
declined. At the same time, the high unemployment
rate has dampened wage increases. As a result, labor
costs have moderated, keeping inflation in check.
Monetary officials have pumped a lot of liquidity

U.S. economy continues to rebound
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Unemployment has improved but remains relatively high

Unemployment has 12%
declined from 10.1%in

October 2009 to 8.6% "
in November 2011. 8

At this pace, it could

take several years
to get back to

Percent
o

pre-recession levels. 4

2
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into the global economy during the past few years.
But this money is not turning over rapidly. In fact,
net lending is still low. Financial institutions are
making new loans, but businesses and consumers
are deleveraging by paying off old loans to get their
finances in better shape, The added liquidity from
the Federal Reserve would be inflationary only if the
velocity or turnover of that money increases. That

is not happening now.

We look for the consumer price index (CPI)

to increase 2.5% in 2012, This would be slightly
above the growth in underlying core prices, or CPI
excluding the volatile food and energy compenents.
Inflation was a concern in early 2011, but the global
economic slowdown is likely to prevent any
shortages that would drive prices substantially
higher in the year ahead. However, locking out

over the longer term, we expect inflation to average
2.0% over the next 10-15 years.

Unemployment likely to remain high

The good news is that more industries are adding
jobs than are cutting jobs. Unfortunately, not encugh
jobs are being created to substantiaily reduce the
unemployment rate, After all, businesses need to
create jobs faster than the labor force expands to
bring the unemployment rate down.

Please see page 15 for important disclaimers and analyst certification.
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We expect the unemployment rate to remain high
through most of 2012, ending the year only slightly
lower than in 2011. Specifically, we believe the
unemployment rate is likely to be around 8.0% at
the end of 2012. This is well above the 4.6% average
prevailing rate in the two years ahead of the
2008-2009 recession.

Good news would probably surprise
more than negative news

After several years of disappointing economic
performance, expectations for growth are currently
very low. Therefore, investors are more likely to be
surprised in 2012 by better economic performance
than continued weak economic activity.

Investors are still worried that the U.S. economy
could fall into recession. We currently put the
double-dip recession probability at 35%. Obviously,
anything could happen. However, the economy may
be more resilient than many people think Moreover,
during the past few years, home sales have been
running below the trend of individuals forming
households (household formation). This condition
is unlikely to last forever. We believe we are getting
closer to the point where housing will begin to turn
up. When housing activity starts to increase, the
economy is likely to surprise on the upside.

2012 Economic and Marlet Cutlook



U.S. equities

Geopolitical events should continue
to drive the markets

Large-cap and growth stocks may offer the best opportunities

Stuart Freeman, CFA®
Chief Equity Strategist

:éi Forecasts
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Saurce: Wells Fargo Advisors

Slow earnings growth expected

In the equity arena, we continue to lock for slow
earnings growth. We expect S&P 500 operating
earnings to increase approximately 51% in 2012,
We see this growth being driven half by unit (sales)
growth and half by price (inflation) growth but are
anticipating little increase in margins.

In 2011, the overall broad market was roughly flat.
The best performance took place through early May,
but the markets settled to lower levels as the year
wore on. A number of factors led to volatility,
including the mid-year end of the Fed’s second
bond purchase program to boost liquidity, known

as quantitative easing (QEIT), the Japanese tsunami,
concerns over European sovereign debt troubles,
the U.S. government’s fimancial condition, rating
company downgrades and concerns that the U.S.
government may not generate material defieit
reduction ahead of next year’s presidential election.

Larger-cap equities should outperform

Overall, given slowing international growth and
high visibility eoneerns regarding European
recession, we generally expect that large-
capitalization and mid-capitalization domestic
equities will be best positioned for performance
during 2012, at least until the uncertainties of
European financial difficulties and slowing growth
in China become clearer. In general, larger-cap
companies tend to have greater access to capital and
more potential to make acquisitions and/or to buy
back shares. These companies usually represent
lower risk than small-cap companies when global
growth is slow. In addition, large- and mid-cap
equities provide more liquidity than small-cap
equities, which can help to moderate volatility:

Growth versus value equities

While a strong rebound in financial stocks would
materially benefit the value category, generally slow
economic and loan growth as well as regulatory
action within the sector are likely to limit the rate

of margin growth within the Financial sector in

the intermediate term. However, we foresee better
performance potential in next year’s slower-growth
environment to be generated by companies capable
of expanding their market shares and growing their
reveniues here and abroad at a faster pace than the
general economy.

Sector exposure should remain balanced

In the current below-average-growth economic
recovery, we continue to recommend that investors
keep their sector exposure relatively balanced. We
currently recommend investors carry overweight
positions in the more defensive Utility and Telecom
Services sectors, which offer the potential for less
volatile total returns in addition to above-average
dividend yields. Our overweight recommendations
for the Industrial and Materials sectors offer upside
potential for a 2012 environment in which we expect
inflation-adjusted GDP to grow at a 2.2% average
annual rate. While both sectors’ market prices

have picked up steam since early October, these

two cyclical segments lost some ground versus the
market in the second half of 2011 as investors moved
to a more cautious stance on the economy and stocks
from a more optimistic one earlier in the year.

For now, we continue to recommend investors
maintain underweighted positions in the
Technology (which now represents the largest
market capitalization sector in the S&P 500) and
Financial sectors. Should investor concerns
surrounding Europe’s financial issues mederate
and domestic growth outperform our current
expectations, cur stance on these two more
cyclically driven segments could potentially lift
over the course of 2012’ first half,

Please see page 15 for important disclaimers and analyst certification.



A bumpy ride for the S&P 500

Stocks appear to
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Higher stock prices and continued
volatility

Given the economy’s modest growth rate and signs
of a slow decline in initial unemployment claims, we
foresee stronger consumer and investor confidence
by late next year. On that basis, we believe a 51%
increase in operating eamnings growth has the
potential to push the S&P 500 toward the 1,325-1,375
range by year-end 2012, These target range
boundaries represent price/earnings (P/E)
valuations of approximately 12.9x% to 13.3x on

our 2012 operating earnings estimate,

Please see page 15 for important disclaimers and analyst certification,
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Given our 2012 projections of below-average 2.2%
inflation-adjusted GDP growth and 51% operating
earnings per share growth for the S&P 500, we
believe unexpected events and burmps in the road
will continue to have material impacts on volatility
and the market’s trend. We anticipate that a number
of factors will play a part in keeping volatility alive
within the domestic equity markets, including
European Union (EU) sovereign debt issues that
appear to eurrently be spreading in Europe,
concerns over US. government debt and deficit
issues, the noise of a presidential election year,
ongoing anxieties regarding Iran’s nuclear
programs, the direction of the price of oil, and
other potential unexpected geopolitical events.

2012 Econemic and Market Qutlook
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Fixed income

Continued low interest rates will
present challenges

Fixed income investors should focus on diversification

Brian Rehling, CFA®
Chief Fixed Income Strategist

'@{ Forecasts
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Fixed income investment challenges
will continue

Next year is setting up to be another difficult year
for investors seeking interest income. Short-term,
high-quality fixed income securities can help
preserve capital and liquidity, but these investments
offer very little in the way of yield. We currently see
little reason to be optimistic that the challenging
investment environment will change in 2012

given the Federal Reserve’s commitment to keep
short-term rates unchanged at 0% to 0.25% through
mid-2013. Fixed income investors who are locking
to achieve incremental yield or return will be forced
to take on additional risks by extending their time
horizon (buying longer maturities), lowering their
quality parameters (purchasing lower quality
bonds) or some combination of the two.

The Fed has exhausted its ability to lower short-term
rates and has beer relying on unconventional
measures to further ease monetary policy. Over the
past two years, the Fed has implemented two rounds
of quantitative easing (bond purchase programs
designed to boost liquidity in the economy) and is
currently executing “operation twist,” which involves
buying longer-term bonds and selling shorter-term
securities. This is intended to lower long-term rates,
Additional monetary-easing measures in 2012 are
not a foregone conclusion; however, an unexpected
slowdown in the U.S. economy would likely lead

the Federal Open Market Committee (FOMC) to
annournce a third round of quantitative easing.

10-year Treasury yields remain historically low

Investors may want to 18%
think carefully before

locking in today's
historically low rates

for significant periods

oftime.
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‘We expect that the economy and employment
picture will gradually improve in 2012, which could,
in our view, lead to longer-term rates moving higher
throughout the year. We expect this trend to be
gradual and do not see a seenario in which the

Fed would be willing to let rates move substantially
higher. For 2012, we look for the 10-year US.
Treasury yield to trade in a range between 1.75%
and 3.25%, ending the year at 3.00%.

While we do not expect a rapid rise in long-term
rates over the next 12 menths, investors purchasing
longer-dated bonds face an investment horizon that
may include significantly higher yields, which would
negatively impact bond prices. It is important that
investors not become complacent. Much like equity
prices, interest rates do not move in a straight line,
While we see rate movements somewhat benign
over the next 12 months, the timing of significant
moves often takes the market by surprise.

Consider adding allocations to
credit-sensitive sectors

We encourage investors looking to increase yield
within their fixed income portfolios to consider
adding allocations to credit-sensitive sectors, such
as corporate bonds and preferred securities. Many
corporations have improved their balance sheets in
recent years, and we think these securities currently
offer better value than Treasury securities, We
recommend that investors with short investment
herizons use caution in adding to the more credit-
sensilive sectors given these sectors’ potentially
volatile nature. We advise that investors refrain
from “reaching for yield” by moving lower in credit
quality than is appropriate for their risk tolerance.

2012 opportunities in fixed income

Shght

Shight

Evenwiaight

Tax-exempt fixed income investors should take
advantage of any wealmess in the municipal bond
market to accumulate high-quality positions. While
municipal issuers will continue to face significant
budgetary challenges in 2012, we believe the
primary risk will be rating downgrades rather than
actual default risk. We recommend that investors
focus on accumulating positions of single “A”-rated
or better (by Standard & Poor’s) general-obligation
and essential-service revenue bonds,

Investors should remain diversified

The risk of European debt contagion next year
remains heightened. The 1.8, Treasury is stilt
perceived as a safe-haven instrument and would
likely see further gains if Furopean debt concerns
increase. Looking past 2012, the debt issue currently
wreaking havoc in Europe has the potential to
impact the United States if investors act on concerns
over the growing U.S. government debt load.
Political differences in the United States pose
ongoing risks to the fixed income market, and we
believe we are unlikely to see a substantial long-
term 1.8, debt solution before the 2012 presidential
and congressional elections. Investors should take
care to diversify their holdings in fixed income
allocations, holding positions both outside of the
United States and in currencies other than the dollar
to be better prepared for any future market issues.

“Ouarwiictit nuorwelgh e e irht Undarweigli i
Corporate bends Municipal bonds Mol ?ge-backed Agency securities U.S. Treasuries Slightly short*
securities
Preferred Securities High-yleld securities Treasury Inflation-
Protected Securities
Emerging-market debt
International developed
O esvemeoe. Wsssron OO .| = I
Source: Wells Fargo Advisors

*We recommend o duration slightly short of an investor’s target duration. If an investor does not have a target duration, then we recommend
a duration of approximately 4 vears in taxable portfolios, and 6.75 years for tax-exempt portfolios. Duration, stated in years, can be used to
estimate the percentage change in a bond'’s value that results from a 1% change in interest rutes. The longer (higher) the duration, the more
prices will fluctuate os interest rates rise and fall
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International

Austerity, especially in Europe,
may hinder growth

Investors should allocate across countries and commodities

Paul Christopher, CFA®

Chief International
Investment Strategist

'5& Forecasts
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Divergence remains a strong trend

The strongest trend in the global economy has been,
and remains, the divergent growth rates between
the heavily indebted developed economies and most
of the rest of the world. The heavily indebted group
includes the U.S, eurc-zone and Japanese
economies. The rest of the world is led by China

but includes many emerging economies and the
developed economies of Canada, Australia and
Scandinavia. As those in the former group struggle
with large debts, their outlook is for austerity

and slow economic grewth in the coming years.

By contrast, economie growth in the latter group

has stronger prospects and is well positioned to
benefit from domestic economic stimulus and

lower commodity prices in 2012,

Spillover risks

Stili, globalization has made it hard for any part

of the world to avoid the serious problems that

spill over from other parts. China, the Middle East
and Europe are the three areas we consider most
important for markets right now. China has been
trying to engineer an economic slowdown to ease
inflationary pressures and appears to be succeeding.
Managing an economy of China’s size is not easy,
and a sharp slowdown could adversely affect China’s
Asian and Latin American trade partners. And even
after a year of political upheaval in the Middle East,
conditions remain unstable, and world oil prices
remain vulnerable to tensions - especialty between
Iran and Saudi Arabia.

European debt crisis remains primary
concern

The most prominent issue remains Furope’s debt
crisis and the concern that it will trigger a financial
collapse that will lead to a new global economic
recession. Europe’s leaders have made progress, and
the worst case (government default or a series of
large bank failures) seems low. The leaders’ dual
challenge is to implement long-term reforms while
assuring investors that the crisis can be contained
in the present. Despite progress, more questions
remain. Our highest probability scenario is mere
partial measures and volatility, until Europe can
convinee investors it has contained the problem.

Even if Europe suceeeds, global economic growth
differences may widen in 2012, Austerity measures
in Europe should continue to weigh on growth,
Near-zero interest rates may not fuel much
additional growth, but the emerging markets

have room to cut interest rates to stimulate their
economies as inflation fears dissipate,

Diversification is key

The ongoing divergence in economic growth rates
implies that correlations between markets should
decline over time. In other words, just because one
market does well will not mean that others will
necessary follow suit. These lower correlations
should lead to higher benefits from portfolio
diversification. This is why we recommend holding
core, diversified positions in international equities,
sovereign debt and commodities. It is important to
remember that diversification does not eliminate
losses but can help reduce the risk from any one
market, especially when correlations are low.

Please see page 15 for important disclaimers and analyst certification.



Expect more strength in the dollar

The dollar's current 120%
relative strength should
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*Note: The index is a composite of exchange rates of the U.S. dollar against the euro, Japanese yen, British pound, Canadian dollar,
Swedish krona and Swiss franc, weighted by their respective shares in total trade with the United States.

Focus on economic growth Strong global currency performance
International markets enter 2012 on a weak note. against the dollar

Sluggish growth, a low level of confidence around If the questions about Europe and China begin to
the North Atlantic and open questions about Europe  resolve favorably in the first half of the year, as we
and China will weigh on markets during the first expect, then investment conditions could start to
half. Choppy commeodity and equity markets that recover by mid-year. The possibility of accelerating
have trouble gaining traction are likely in the first growth eould recharge international equities,
quarter or two. The dollar should stay strong, commodities and emerging-market debt. Any new
especially against the euro and other developed- stability in Europe and signs of re-acceleration in
market currencies (except the yen). However, the Chinese economy may also boost confidence
international developed bond markets may benefit and reverse the demand for perceived safe havens,
from the continued caution and slow economic such as developed-market sovereign debt, the dollar,
momentum Long-term investors should expect and the yen. In this scenario, we expect stronger
range-bound markets that react sharply to headlines performances, especially among emerging-market
in the first quarter or two. Continued caution is in currencies, against the dollar in the year’s

order, and investors are advised to use selloffs to second half.

gradually rebalance core, diversified positions in
international financial and commodity markets,

2012 opportunities in international investments

Japan Austrafia Australia
Malaysia New Zealand Sweden
Indonesia

Mexico

Source; Wells Fargo Advisors
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Storms buffeted the U.S. economy this year.

The econormy is growing, but problems here and
overseas are hindering expansion. As a result, the
financial markets have been volatile, and investors
have been worn down by a seemingly unending
stream of bad news. At this point, investors would
probably like a little relief. Unfortunately, the storm
clouds are yet to clear. As a result, investors should
maintain a balanced investment strategy to ride out
the storm and be ready to take advantage of better
times when the storms pass.

We believe the most likely scenario is that the global
economy will work through its current problems
during the next year. Of course, anything can
happen, The efforts to contain the financial erisis

in Europe could fail, pushing the global economy
into a deep contraction. However, policyrmakers are
making progress and could eventually get ahead

of the problems. In the meantime, investors should
probably not take on too much risk. The storm is

not over yet.

In the United States, the economy is still struggling
with a weak housing market and cauticus consumer
and business spending. In addition, the government
will need to reduce its deficit trajectory, or within a
few years, it could iind itself in a situation like some
European countries today. Reduced government
spending and/or higher taxes would be good for
government finances over the long run but would
dampen economic growth in the short run, much
like consumer and business deleveraging has
hindered the economie recovery during the past
few years.

In this environment, investors should keep a
well-diversified portfolio that has a balanced risk
profile. Equity exposure is still appropriate with
corporate profits rising and valuations attractive.
However, sector weightings should not be too
defensive nor too cyclical. In the fixed income area,
investors may need to take some risk to find yield
but should probably take modest credit risk rather
than a lot of long-term maturity risk.

On the international front, the growth opportunities
still look best in emerging markets. More important,
if the dollar's value increases against other
developed-country currencies in the year ahead,
investors may benefit from more U.S. exposure
compared to developed international markets.

Many investors are probably worried that the
increase in liquidity used to fight the European
financial crisis could lead to inflation. However,
this may not be a problem as long as the global
economy is soft. In fact, the extra liquidity could
help financial assets at the same time that the
wesk global economy restrains resource inflation.
If so, U.S. stocks could outperform commodities
as investors prepare for clearer skies.
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Have an overal! strategy before you act

Our models can help you and your Financial Advisor get started

Assessing and, possibly, making adjustments to point, your Finencial Advisor can work
your investments based on expectations forthenear  with you to create a custom asset allocation
future can be an effective approach. However, we (investment mix) specifically addressing
believe that this should be done within the context your situation and goals.

of an overall investment strategy designed to help

you work toward your goals For more information and to start or update

your strategy, contact your Financial Advisor

To make the process uf developing your overall with Wells Fargo Advisors or go to
strateqgy easier, Wells Fargo Advisors has crafted wellsfargoadvisors.com to locate a branch
nine models {shown below) that cover a wide range neat you.

of objectives from conservative income to long-term
growth. Using the appropriate model as a starting

Strategic asset-allocation models

Conservative

Income

Long-term income

2% 3%

Conservative growth and income Moderate growth and income Long-term growth and income

4% 2% 4% 2% 2%

Growth

Conservative growth Moderate growth Long-term growth

Please see page 15 for important disclaimers and analyst certification.

investmeant obiectives

Growth. Emphasis is on
potential capital appreciation.

Growth and income, Balance
in emphasis between potential
capital appreciation

and income.

Income. Emphasis on
achieving current income.

Risk tolerance

Conservative. The least risk
for 2 given investment objective.

Moderate. A higher degree of
risk for the potennal to receive
higher returns.

Long-term, The highest
risk within a given
investment objective.

Cash alternatives
Fixed income
M Altemative income
M Equities
Commpgdities
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Alternative income includes international fixed income, high
yield, emerging-market debt and real estate investment trusts.

Commodities are basic goods used in commerce that are generally
interchangeable with other commedities of the same type.
Commodities are most often used as inputs in the production

of other goods or services.

Consumer Price Index (CPI) is a measure of the weighted
average of prices of a basket of consumer goods and services, such
as transportation, food and medical care. The CPl is calculated by
taking price changes for each item in the predetermined basket of
goods and averaging them; the goods are weighted according to
their importance. Changes in CPI are used to assess price changes
associated with the cost of living.

Emerging markets are financial markets in countries with
developing economies. These markets are typically immature
compared to those of the world’s major finarcial centers but are
becoming increasingly sophisticated and integrated into
international markets; they provide potentially higher returns
but are intensely volatile.

High vield is noninvestment-grade fixed income securities

(rated Bal or lower by Moody’s and/or BB+ or lower by S&P). These
investments are considered to be speculative and are subject to a
higher degree of risk.

Intermediate-term fixed income includes instruments that mature
in six to 12 years.

International investing involves putting money into financial
markets in developed economies outside of the United States.

Large-cap growth stocks have a market cap greater than
$10 billion and a price-to-book ratio greater than 2.3.

14

Large-cap value stocks have a market cap greater than
$10 billion and a price-to-book ratio less than or equal to 2.3.

Long-term fixed income includes instruments whose maturities
are greater than 12 years.

MSCI EAFE (Europe, Australasia and Far East) index

compiled by Morgan Stanley Capital International (MSCI) is a
value-weighted index of the equity performance of major foreign
markets. In effect, it is a non-American world index of more than
1,000 stocks.

MSCI Emerging-market index was created by MSCI and
designed to measure equity market performance in global
emerging markets.

Mid-cap growth stocks have a market cap between $2 billion -
$10 billion and a price-to-book ratio greater than 2.3,

Mid-cap value stocks have a rarket cap between $2 billion -
$10 billion and a price-to-book ratio less than or equal to 2.3.

Real estate investment trusts (REITs) trade on the major
exchanges and invest in real estate directly, either through
properties or mortgages.

Short-term fixed income includes instruments that mature in
one to six years.

Small-cap growth stocks have a market cap less than $2 billion
and a price-to-book ratio greater than 2.3,

8&P 500 index consists of 500 industrial, financial, utility and
transportation companies with market capitalizations of $4 billien
or more.



Some information contained in this report was prepared by or obtained
from sources that Wells Fargo Advisors believes to be reliable. Any market
prices are only indications of market values and are subject to change.

Wells Fargo Advisors may not offer direct investments into the products
mentioned in this report.

Past performance is not an indication of future results.
An index is not managed and is unavailable for direct investment.

Investing in foreign securities presents certain risks not associated with
domestic investments, such as currency Auctuations, political and economic
instability, and different accounting standords. This may result in greater
share price volatility.

Dividends can be increased, decreased or totally eliminated at any point
without notice.

Diversification does not guarantee a profit or protect against loss in
declining markets.

Technology and Internet-related stocks, especially of smailer, less-seasoned
companigs, tend to be more volatile than the overall market.

The prices of small- and mid-cap company stocks are generally more
volatile than large-company stocks. They often involve higher risks because
smaller companies may lack the management expertise, financial
resourees, product diversification and competitive strengths to endure
adverse economic conditions.

Investing in fixed income securities involves certain risks, such as market
risk if sold prior to maturity and credit risk, especially if investing in
high=vield bonds, which have lower ratings and are subject fo greater
volatility. All fixed income investments may be worth less than original cost
upon redemption or maturity. Income from municipal securities is generally
free from federal taxes and state taxes for residents of the issuing state.
While the interest income is taox-free, capital gains, if any, will be subject to
taxes. Income for some investors may be subject to the federal alternative
minimum tax (AMT).

High-yield bonds, also known as junk bonds, are subject to greater risk

of loss of principal and interest, including default risk, than higher-rated
bonds. The prices of these bonds may be volatile, and they are generally
only suitable for aggressive investors.

Bond prices fluctuate inversely to changes in interest rates. Therefore,
a general rise in interest rates can result in the decline of the value of
Your investment.

There are special risks associated with investing in preferred securities.
Preferred securities generally offer no voting rights with respect to the
issuer. Preferred securities are generally subordinated to bonds or other
debt instruments in an issuer’s capital structure, subjecting them to a
greater risk of non-payment than more senior securities. In addition, the
issue may be callable, which may negatively impact the return of the
security. Preferred dividends are not guaranteed and are subject to
deferral or elimination.

The interest rate for Treasury Inflation-Protected Securities (TIPS),

which is set at auction, remains fixed throughout the term of the security.
The principal amount of the security is adjusted for inflation, but the
inflation-adjusted principal will not be paid until maturity although

the adjustment will be subject to income tax in the year it was earned.

Wells Fargo Advisors is not a tax advisor. TIPS have special tax
consequences, generating phantom income on the “inflation compensation”
component of the principal. A holder of TIPS may be required to report this
income annually although no income related to “inflation compensation”

is received until maturity.

There are special risks associated with an investment in real estate,
including credit risk, interest rate Auctuations and the impact of varied
economic conditions. Distributions from REIT investments are taxed at
the owner’s tax bracket.

While stocks generally have a greater potential return than government
bends and Treasury securities, they involve a higher degree of risk.
Government bonds and Treasury bills, unlike stocks, are guaranteed as to
payment of principal and interest by the U.S. government if held to maturity.
Although Treasuries are considered free from credit risk, thay are subject to
other types of risks. These risks include interest rate risk, which may cause
the underlying value of the bond to fluctuate inversely to a change in
interest rates.

Buying commodities allows for a source of diversification for those
sophisticated persons who wish to add commodities to their portfolios and
who are prepared to assume the risks inherent in the commodities market.
Any purchase represents o transaction in a non-income-producing
commodity and is highly speculative. Therefore, commodities should

not represent ¢ significant portion of an individual’s portfolio.

Buying gold, silver, platinum or palladium allows for a source of
diversification for those sophisticated persons who wish to add precicus
metals to their portfolios and who are prepared to assume the risks inherent
in the bullion market. Any bullion or coin purchase represents a transaction
in a hon-incorme-producing commedity and is highly speculative. Therefore,
precious metals should not represent a significant portion of an individual’s
portfolio,

There is no assurance that any of the target prices or other foward-looking
statements mentioned will be artained Any market prices are only
indications of market values and are subject to change.

Investments that are concentrated in a specific sector or industry may
be subject to a higher degree of market risk than investments that are
more diversified.

Standard & Poor’s eredit rating: A-rated securities are upper-medium grade,
Bonds, that possess many favorable investment attributes are considered
as upper-medium-grade obligations. Factors giving security to principal
and interest are considered adequate, but elements may be present which
suggest a susceptibility to impairment sometime in the future.

within this report.

Analyst certification: The analyst who is primarily responsible for commentary on any subject company/companies and securities
in this report has represented that the commentary accurately reflects that analyst’s personal views. The analyst further certifies
that he/she receives no compensation that is directly or indirectly related to the specific recommendation or views contained
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Objective investment advice

‘Wells Fargo Advisors is one of the nation’s
premier financial services firms. Represented
by more than 15,000 Financial Advisors,*
Wells Fargo Advisors offers more than just
knowledge and insight — we offer an objective
and comprehensive approach to financial
solutions for all aspects of our clients’ lives,

Qur Finaneial Advisors and their clients
benefit from the research and advice of aur
Advisory Services Group (ASG). It combines all

of Wells Fargo Advisors’ analysts’ and strategists’
collective experience into a unified effort.
Through its original research as well as reports
and resources from other research providers,
ASG provides advice and commentary on the
economy and markets including U.S. equity

and fixed-income, international equity and
fixed-income, commodities, and currencies.

Talk to a Wells Fargo Advisors Financial Advisor for
a list of the reports and research that are available.

*Data (as of Sept. 30, 2011) are @ combination of Weils Fargo Advisors, LLC, Wells Fargo Investments, LLC, Wells Fargo Advizors Financial

Network, LLC, and First Clearing LLC.

Wells Fargo Advisors is one broker/dealer affliate of Wells Fargo & Company; other broker/dealer affiliates of Wells Fargo & Company rmay
have differing opinions than thoce expressed in this report. Contact your Financial Advisor if you would like copies of additional reports.

L Investment and Insurance Products: » NOTFDICInsured » NOBank Guarantee P MAY Lose Value

Wells Fargo Advisars s the trade name used by two separate registered braker-dealers: Wells Fargo Advisors, LLC and Wells Farga Advisors Financial Netwark, LLC, Members SIPC, non-bank
affilfates af Wells Fargo & Company. First Clearing, 1€ is a registered broker-dealer and non-bank 2ffiliate of Wells Fargo & Company, © 207 Wells Farga Advisars, LLC. Al rights reserved,
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The Zatkin Group
of Wells Fargo Advisors

Wells Fargo Advisors, LLC

255 East Brown Street, Suite 400
Birmingham, MI 48009

Fax; 248-433-8575
800-521-9463

Member FINRA/SIPC

MEMBERS OF THE BOARD

CITY OF TROY

JANUARY 2012

We recommend adding the following position to our equity portfolio:

H&R Block Inc (HRB...$16.24 )*
Industry: Specialized Consumer Services
Economic Sector: Consumer Discretionary
Exchange: NYSE
P/E = 13.82* Yield = 4.905%*
Standard & Poors: Buy
Value Engine: Hold

We appreciate your continued support and consideration.

Sincerely,

Doue Wegher
Financial Consultant

Enclosures

* as of January 3, 2012

Steven F. Zatkin

Maznaging Director - Investments
Tel: 248-433-8534
steven.fzatkin@wfadvisors.com

Douglas C. Wegner

Financial Consultant

Tel: 248-433-8507
douglas.cwegner@wladvisors.com

Marisol Arroyo

Client Associate

Tel: 248-433-8511
marisol.arroyo@wiadvisor..com



The Zatkin Group
of Wells Fargo Advisors

Wells Fargo Advisors, LLC

255 East Brown Street, Suite 400
Birmingham, MI 48009

Fax: 248-433-8575
800-521-9483

Member FINRA/SIPC

January 4, 2012

Dear City of Troy - Members of the Board:

This investment research is provided to us under licenses from various third party
Investment Research Providers. Please direct any questions regarding this information
to me and not fo the Investment Research Provider, its analysts or other representatives.
Investment Research Providers prepare research reports for their clients. The
information in these reports is NOT personalized investment advice and is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Securities,
financial instruments, or strategies mentioned in these reports may not be suitable for all
investors. Information and opinions regarding specific securities do not take into
account individual circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies. You
should evaluate this report in light of your own circumstances. Opinions and estimates
constitute the Investment Research Provider's judgment as of the date of these reports
and are subject to change without notice. These reports may have been made
avdilable to the Investment Research Provider's clients before being made available
to our clients. We are solely responsibte for the distribution and use of these reports.

To review important information about certain relafionshipk and potential conflicts of
interest that may exist between Wells Fargo Advisors, Its affiliates, and the company
that is the subject of this report, please visit the Research Disclosure page of
wellsfargoadvisors.com or call your Financial Advisor.
http://www.wellsfargoadyvisors.com/researchdisclosures

Sincerely,

Doug Wegner
Financial Consultant

Steven F. Zatkin Douglas C. Wegner Mariscl Arroyo
Managing Director - Investments Financial Consultant Client Associate
Tel: 248-433-8534 Tel: 248-433-8507 Tel: 248-433-8511

steven.fzatkin@wfadvisors.com douglas.cwegner@wfadvisors.com marisol.arroyo@ wiadvisors.com
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February 01, 2012

Portfolio Report
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Prepared for:
CITY OF TROY

Prepared by:
The Zatkin Group
Wells Fargo Advisors, LLC

255 E. Brown St. Ste. 400
Birmingham, Ml 48009

This report is not complete unless all pages, as noted, are included. Please read the information in 'Disclosures’ found within this report for an explanation of the terms and concepts presented in this
report.

Investment and Insurance Products: | » NOT FDIC Insured > NO Bank Guarantse > MAY Lose Value |
This Report is prepared by your Financial Advisor using software provided by Wells Fargo Advisors.

® 2012 Wells Fargo Advisors. All Rights Reserved. Page 1 of 17
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Portfolio Repotts CITY OF TROY

Accounts Inciuded in the Report

CITY OF TROYIRELAN MONICA Exempt Internal

02/01/2012 ® 2012 Wells Fargo Advisors. All Rights Reserved. Page 3 of 17
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Portfolio Reports ) CITY OF TROY

Account Summary

{CITY OF TROYIRELAN MONICA) {INTERNAL)
$se ocation

Security Level - Long Positions

e Cacrom (604154 Name  Amount %
[B] Large Cap value (7.96%)

B Mid Cap Growth (10.38%) DIRECTYV CLASS A COM $ 93,620.80 2.34
] Mid cap value (2.10%) DISCOVERY COMMUNICATIONS $ 20,202.00 0.50
[ cash alternative (10.66%) DISCOVERY COMMUNICATN A $22,297.60 0.56
DISNEY WALT COMPANY $ 116,700.00 2.91
GENERAL ELECTRIC COMPANY $ 202,068.00 5.056
GLOBAL PAYMENTS INC $ 250,100.00 8.25
HARTFORD FINL SYCS GROUP $ 84,096.00 2.10
INTUITIVE SURGICAL INC $ 2,299,550.00 57.43
LIBERTY MEDIA CORP-SER A $15,081.03 0.38
PEPSICO INCORPORATED $ 328,350.00 8.20
RESMED INC $ 145,150.00 3.63
Long Mkt Value: $3,577,215.43
Short Mkt Value: $0.00
Cash Alternative Balance: $ 426,629.93
Account Value: $ 4,003,845.36
Security-Level Holdings: $4,003,845.36
Asset Class-Level Holdings: $0.00
Asset Class and Security Level Holdings: $0.00
Total Holdings: $4,003,845.36

02/01/2012 ® 2012 Wells Fargo Advisors. All Rights Reserved. Page 4 of 17
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Portfolio Reports

General Information

Investing involves risk, including the pessible loss of principal. This repor is intended to provide
you with a descriptive overview of your current portfolio. The report may encompass one account or
multiple accounts as specified in the report. The material has been prepared or is distributed solely
for information purposes and does not supersede the proper use of your Wells Fargo Advisors
client statements andfor trade confirmations, which are considered to be the official and accurate
records of your account activity. Any market prices are only indications of market values, are
subject to change, and may not reflect the value at which the securities could be sold. Reported
prices should not be considered actual bids. For these reports, in cerfain groupings, Corporate
Bonds includes Certificates of Deposit. Additionally, the report is prepared as of trade date, rather
than settlement date, and may be prepared on a different date than your statement. The information
contained in this report may not reflect all holdings or transacfions, their costs, or proceeds in your
account.

The report may also include information you provided about assets held at other firms. Information
on assets held away from Wells Fargo Advisors was provided by you and may not be covered
by SIPC. We have relied solely on information from you regarding those assets. We do not verify
or confirm those assets held with other firms or affiliates and you are responsible for notifying
your Financial Advisor of any changes in your extemally held investments including cost basis.
Incomplete or inaccurate cost basis will affect your plan results because the tax assumptions are
incorrect. Due to timing issues, if this report includes assets held at Wells Fargo Trust Company,
positions and market data should be verified. Before making any decisions please validate your
account information with your Financial Advisor. The financial dafa used to generate this report
is provided to Wells Fargo Advisors by third party vendors. While this information is believed to
be reliable, it has not been verified. Security ID will be ticker symbol, CUSIP number, Sacurity
Number or, if you have provided us with a market value of a generic asset classification type,
we will assign a dash, This report is not complete unless all pages noted are included. For more
detailed information, including current pricing, call your Financial Advisor.

If we have included or if you have provided us with information on accounts managed by an
affiliate of Wells Fargo Advisors, including fiductary accounts at Wells Fargo Bank, N A, you should
understand that Wells Fargo Advisars has no authority to manage or influence the management
of such accounts. The views, opinions, asset allocation models and forecasts may differ from our
affiliates.

To the extent that this report includes fixed income securities, you should be aware that the
descriptions of fixed income securities are general in nature and do not reflect important information
that you should consider, such as but not limited to, vield, call features, credit quality, and various
tax implications. Before making any decisions regarding fixed income investments, contact your
advisor to obtain more detailed information regarding specific fixed income securities.

Asset Classes for mutual funds, variable annuities and exchange-traded funds are derived
from Momingstar Categories. Underlying holdings classification provided by Momingstar. ©2011
Mormingstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to
Momingstar and/or its content providers; (2) may not be copied or distributed; and (3) is not
warranted to be accurate, complete or timely. Neither Momingstar nor its content providers are
responsible for any damages or losses arising from any use of this information.

02/01/2012

© 2012 Wells Fargo Advisors. All Rights Reserved.

CITY OF TROY

Wells Fargo Advisors is the frade name used by two separate registered broker-dealers: Wells
Fargo Advisors, LLC, and Wells Fargo Advisors Financial Network, LLC, Members SIPC, non-
bank affiliates of Wells Fargo and Company.

Page 5 of 17
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Latest Price : $ 45.01 (01/31/2012)

Shares Qutstanding (Mil) © 706 (01/27/2012)
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Performance (as of 12/31/2011)

25 %
20 %
15 %
10 %

[ Total Retuns (%) T S&P 50D (%)

YTD 1 Year
Total Returns (%) 700 708
S&P 500 (%) 0.00 0.00

*Banchmark: 3&P S00 Composite Index

3 Year

2312
11.86

5 Year 10 Year 15 Year 20 Year
" 1139 1072 1043 15.63
238 0.92 358 5.67

Financial Statement (as of 12/31/2010)

Income Statement ($Mil) - Incomb Balance Sheet (as of 12/31/2010)
120 Expenses
T e Total Assets ($Mil) 17,589
Net Income Current Assets 4,253
Cash 1,572
Inventories 247
500 Non-Current Assets 13,336
Total Liabilities 17,559
Current Liabilities 4,450
0 Long Term Debt 10,995
3 o o1 Q2 a3 Total Equity 84
2010 2011
Revenus - Expsnses Cash Flow Statement (Annual)
T e Cash Flow From Oper 5185
5000 s tororTaororoa Depr & Amor 2,482
[ T - Deffered Taxes 375
- Other Income 2,328
0 —— Capital Spending 2,416
Q3 Q4 Q1 Q2 @ Free Cash Flows 2,769
2010 2011
Profitability Ratios (as of 12/31/2010) Dividends (as of 12/31/2010)
Return on Equity (ROE) 161.8  Current Div/Share 0.00
Return on Assets (ROA) 14.3 Dividend Yield % 0.00
Return on Invested Capital 22.0 5 Year Growth % 0.00
Pre-Tax Profit Margin (%) 14.2  Payout Ratio % 0
Post-Tax Profit Margin (%) 9.1  Split Ratio 3.00
Net Profit Margin (%) 9.1 Last Split 07/03/2000

02/01/2012

Copyright© 2012. Thomson Reuters. All Rights Reserved.

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $3.21 $16.70
Dividend Yield % 0.00 2.03
Net Profit Margin $9.12 $8.60
Market Cap (Mil) $31,300 $24,029
52 Week High $53.40 $47.12
52 Week Low $39.82 $31.75
P/E Current 13.82 -
Price/Bock 19.89 0.19
Price/Sales 1.47 0.1
Price/Cash Flow 6.54 1.81
First Call Consensus

BUY ] HOLD HOLD/SELL SELL
25
1 3 4 3
Current Mean 2.5
High 4
Low 1
Number of Analysts 24
ompany Overview

Sector Consumer Discretionary
Industry Media
Address 2230 East Imperial Highway, El

Segundo, CA 90245
Investor Relations +1 310 964-5000

DIRECTV is a provider of digital television
entertainment. The Company operates two
direct-to-home (DTH), cperating segments:
DIRECTV U.S. and DIRECTV Latin America
(DTVLA), which are engaged in acquiring,
promoting, selling and/or distributing digital
entertainment programming primarily via
satellite fo residential and commercial
subscribers. It also operates three regional
sports networks (RSNs) and owns a 65%
interest in Game Show Network, LLC

(GSN), a television network for game-related
programming and Internet interactive game
playing. DIRECTV Holdings LLC and its
subsidiaries (referred to as DIRECTV U.S.} is
a provider of DTH digital television services.
DTVLA is a provider of DTH digital television
services throughout Latin America. DIRECTV
Sports Networks LLC and its subsidiaries
{DSN) consist of three RSNs based in Seattle,
Washington, Denver, Colorado and Pittsburgh,
Pennsylvania, FSN Northwest, FSN Rocky
Mountain and FSN Pitt.

Liquidity Ratios (as of 12/31/2010)

Current Ratio 0.86
Quick Ratio 0.80
Debt/Equity -56.87
Leverage Ratio -566.75
Initial Coverage from Cont.Operations 7.07
Page 8 of 17
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Discovery Communications Inco-Disca pisca naspaq
Latest Price : $ 42.88 (01/31/2012) Shares Cutstanding (Mil) =141 (01/27/2012)
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Performance (as of 12/31/2011) W Total Retums (%) 1 S&P 500 (%)
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YTD 3 Year

42.50
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5 Year 10 Year 15 Year 20 Year

20.55 - . 2
.2.38 0.92 359 567

1 Year

Total Retums (%) AT6 | -ATE
S&P 500 (%) 0.00 0.00
*Benchmark; S&P 500 Composite Index

Financial Statement (as of 12/31/2010)

Income Statement ($Mil) _ NetIncame

__ Balance Sheet (as of 12/31/2010)
L Expenses

Fundamentals {as of 01/27/2012)

Co. *S&P 500
Month End EPS $2.42 $16.70
Dividend Yield % 0.00 2.03
Net Profit Margin $17.31 $8.60
Market Cap (Mil) $6,163 $24,029
52 Week High $45.814 $47.12
52 Week Low $35.95 $31,75
P/E Current 18.05 -
Price/Book 1.83 0.19
Price/Sales 4.74 0.11
Price/Cash Flow 8.55 1.81
First Call Consensus

BUY HoOLD HOLD/SELL SELL
2.5
1 3 4 5

Current Mean 25
High 4
Low 1
Number of Analysts 25
Company Overview
Sector Consumer Discretlonary
Industry Media
Address One Discoveary Place, Silver

Spring, MD 20910
Investor Relations +1 240 662-2000

Discovery Communications Inc. {Discovery) is
a global nonfiction media and entertainment
company that provides programming across
multiple distribution platforms worldwide. It
also has a diversified portfolio of Websites
and other digital media services, develops and
sells curriculum-based education products
and services, and provides postproduction

FPIRE e Total Assets ($Mil) 11,019  audio services. It operates in three segments:
Net Income 0T Current Assets 4,735  U.S. Networks, International Networks and
Cash 466 Education and Other. Its U.S. Networks
Inventories ¢  segment consists principally of domestic cable
250 Non-Current Assels 0,284  and satellite television networks, Websites
125 Total Liabilities 4,786  and other digital media services. International
Current Liabilities 785 Networks consists primarily of international
o= Long Term Debt 3,508  cable and satellite television networks and
Q2 Q@ o @ a3 Tatal Equity 6,223 Websites. Education and Other consists
2010 2011 principally of curriculum-based product and
Revenue - Expenses Cash Flow Statement {Annual) service offerings, and postproduction audio
. st iS4 Cash Flow From Oper 1,804  services. On November 12, 2010, Discovery
W0 e R g R R R Depr & Amor 132  acquired the remaining 50% interest in the
sog £ M 10 kG T Deffered Taxes 11  international Animal Planet an.
W e T Other Income 1,681 i o s o animdiandny
- , fs 7 O Capital Spending s  Liquidity Ratios (as of 12/31/2010)
Q3 Q4 Q1 Q2 Q3 Free Cash Flows 1,755 gumle(n; Rt_atio ‘:.:;
uick Ratio i
e o Debl/Equity 0.58
— - — Leverage Ratio 5.78
Profitability Ratios (as of 12/31/2010) Dividends (as of 12/31/2010) Initial Coverage from Cont.Operations 6.31
Return on Equity (ROE) 10.5 Curment Div/Share 0.00
Return on Assets (ROA) 7.0 Dividend Yield % 0.00
Return on invested Capital 7.9 & Year Growth % 0.00
Pre-Tax Profit Margin (%) 26.3 Payout Ratio % 0
Post-Tax Profit Margin {%) 17.3  Spiit Ratio 0.00
Net Profit Margin (%) 17.3  Last Split -
02/01/2012 Copyright© 2012. Thomson Reuters. All Rights Reserved. Page 9 of 17
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General Electric Co. genvsg)

Latest Price : $ 18.71 (01/31/2012) Shares Outstanding (Mil) : 10,557 (01/27/2012)

Price Graph {up to 60 months)
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Performance {as of 12/31/2011) W Total Retums (%) [ S&P 500 {%)

15 %
10 %
5%
0

5%
-10%
-15%
YTD 1 Year 3 Year 5 Year 10 Year 15 Year 20 Year
Total Returns (%) 1.26 1.26 7.34 -0.18 468 328 8.14
S&P 500 (%) 0.00 0.00 11.66 -2.38 0.92 3.59 5.67

*Benchmark: S&P 500 Composite Index

Financial Statement (as of 12/31/2011)

Income Statement ($Mil} Net income Balance Sheet (as of 12/31/2011)

Profile Report

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $1.24 $16.70
Dividend Yield % 3.57 2.03
Net Profit Margin $9.95 $8.60
Market Cap (Mil) $200,906 $24,029
52 Week High $21.65 $47.12
52 Week Low $14,02 $31.75
P/E Current 15.40 -
Price/Book 1.73 0.19
Price/Sales 1.34 0.1
Price/Cash Flow 6.37 1.81
First Call Consensus

EU_V = BUY/HOLD HOLD HOLD/SELL SELL
2 3 4 (3

Current Mean 1.9
High 3
Low 1
Number of Analysts 17
Company Overview
Sector Industrials
Industry Industrial Conglomerates
Address 3135 Easton Turnpike, Fairfield,

CT 06828-0001
Investor Relations +1 203 373-2211

General Electric Company (GE) is a diversified
technolegy and financial services comoration.
The products and services of the Company
range from aircraft engines, power generation,
water processing, and household appliances
to medical imaging, business and consumer
financing and industrial products. Effective
January 28, 2011, it held a 49% interest in a

i' T -_:E:::::a Total Assets ($Mil) 717,300  media entity that includes the NBC Universal
Net Incame 0T Current Assets 445,600  businesses. Its segments include Energy
Cash 131,800 Infrastructure, Technolegy Infrastructure,
. Inventories 11,526  NBC Universal, GE Capital and Home &
Non-Current Assets 274,700  Business Solutions. Effective January 1, 2011, it
2500 Total Liabilities 599,200  reorganized Technology Infrasfructure segment
Current Liabilities 453,400 into three segments: Aviation, Healthcare
A Long Term Debt 0 and Transportation. On February 1, 2011, it
Q4 @ Q2 a3 Q4 Total Equity 116,400  acquired Dresser, Inc. On February 3, 2011,
2010 2011 it acquired Wellstream PLC. In September
Revenue - Expenses Cash Flow Statement {Annual) 2011, it launched a new entity, Research Circle
50000 ) Cash Flow From Oper 31,204  Technology Inc. (RCT). In October 2011, the
A A ST B Depr & Amor 10,013 Company's GE Energy Financial Services unit
28000 . 4o a e e Deffered Taxes 1,045  bought a 58% interest in.
T - B Other Income 20145 T oo ey
it LoD Capital Spending 9,800 Liquidity Ratios {(as of 12/31/2011)
a4 a1 Q2 Q3 Q4 Free Cash Flows 16,614 gurrent Ratio 0.98
uick Ratio 0.90
e o Debt/Equity 3.90
A " " Leverage Ratio 0.00
Profitability Ratios (as of 12/31/2011)  Dividends (as of 12/31/2011) Initial Coverage from Cont.Operations ~ 1.84
Return on Equity (ROE) 11.2  Current Div/Share 0.68
Return on Assets (ROA) 1.8 Dividend Yield % 3.57
Return on invested Capital 3.5 5Year Growth % -9.95
Pre-Tax Prefit Margin (%) 141 Payout Ratio % 42
Post-Tax Profit Margin (%) 9.9 Split Ratio 3.00
Net Profit Margin (%) 9.9 Last Split 05/08/2000
02/01/2012 Copyright© 2012. Thomson Reuters. All Rights Reserved. Page 10 of 17
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Global Payments Inc. cen nvsg

Latest Price : $ 50.02 (01/31/2012)

Shares Outstanding (Mil) : 78 {01/27/2012)
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Performance (as of 12/31/2011)

15 % .
10 %
5%
0
5%
YTD 1 Year
Total Returns (%) 270 270
S&P 500 (%) 0.00 0.00

*Benchmark: S&P 500 Composite Index

3 Year

13.27
11.66

W Total Returns {%) & S&P 500 (%)

5 Year 10 Year 15 Year 20 Year
066 1097 - =
-2.38 0.92 3.69 6.67

Financial Statement (as of 05/31/2011)

Income Statement ($Mil} _  Netincome Balance Sheet (as of 05/31/2011)
TR Evp
S iy Total Assets (SMi) 3,246
Net Income Current Assels 1,848
Cash 1,354
75 Inventories 8
50 Non-Current Assets 1,398
25 Totak Liabilities 1,775
Current Liabiliies 1,444
C Long Term Debt 268
Q4 @ Q2 @ o4 Total Equity 1,195
2010 2011
Revers - Expenses Cash Flow Statement {Annual)
500 per BRY e Cash Flow From Oper 383
M P R A B agd Depr & Amor 82
250 ;_;-;. ;__5 i_' o8 i : Deffered Taxes 19
sl R o i Other Income 282
o Capital Spending 99
Q4 Q1 Q2 Q3 Q4 Free Cash Flows 258
2010 2014
Profitability Ratios (as of 05/31/2011) Dividends (as of 05/31/2011)
Return on Equity (ROE) 20.5 Current Div/Share 0.08
Return on Assets (ROA} 8.5 Dividend Yield % 0.16
Return on Invested Capital 12.4 5 Year Growth % 0.00
Pre-Tax Prefit Margin (%) 174 Payout Ratio % 3
Post-Tax Profit Margin (%) 11.3  Split Ratio 2,00
Net Profit Margin (%) 11.3  Last Split 10/31/2005
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $2.89 $16.70
Dividend Yield % 0.18 2.03
Net Profit Margin $11.25 $8.60
Market Cap (Mil) $3,935 $24,029
52 Week High $53.67 $47.12
52 Week Low $38.26 $31.75
P/E Current 17.38 -
Price/Book 3.43 0.19
Price/Sales 2.05 0.11
Price/Cash Flow 9.7 1.81
First Call Consensus
BUY HoLD HOLDSELL SELL
22
1 3 A4 [
Current Mean 2.2
High 3
Low 1
Number of Analysts 30
Company Overview
Sactor Information Technology
Industry IT Services
Address 10 Glenlake Parkway North Tower,
Atlanta, GA 30328-3473

Investor Relations +1 770 829-8000

Global Payments Inc. is a provider of electronic
payments transaction processing services for
cohsumers, merchants, independent sales
organizations (ISOs), financial institutions,
government agencies and multi-national
corporations located throughout the United
States, Canada, the United Kingdormn, the
Asia-Pacific region, the Czech Republic

and the Russian Federation. The Company
serves as an intermediary to facilitate
payments transactions, and operates in two
segments: North America Merchant Services
and Intemational Merchant Services. The
Company's North America Merchant Services
and Interational Merchant Services segments
target customers in a number of vertical
industries, including financial institutions,
gaming, government, health care, professicnal
services, restaurants, retail, universities,
nenprofit arganizations and utilities. On
December 20, 2010, the Company acquired

a 51% interest in Comercia Global Payments
Entidad de P.

Liquidity Ratios (as of 05/31/2011)

Current Ratio 1.28
Quick Ratio 1.25
Debt/Equity 0.53
Leverage Ratio 2.26
Initial Coverage from Cont.Operations 18.85

Page 11 of 17
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Hartford Finl Svcs Group (The) ue mvsg

Latest Price : $ 17.52 (01/31/2012)

Shares Cutstanding (Mil) : 446 (01/27/2012)
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Performance (as of 12/31/2011)

B Total Returns (%) {5 S&P 500 (%)

20 % —
10 % —]
o i — =
-10 % .
-20 % e
50 %
-40 %
Year 3 Year 5 Year 10 Year 15 Year 20 Year
Total Returns (%) -37.52 37.82 1.05 -27.68 ~10.69 276 -
S&P 500 (%) 0.00 0.00 11.66 238 0.92 3.59 667

*Benchmark: S&P 500 Composite Index

Financial Statement (as of 12/31/2010)

income Statement ($Mil) s Net Income

T4 Expensse

Balance Sheet (as of 12/31/2010)

£ evenue Total Assets ($Mil) 314,621
Net Income Current Assets 0
Cash 2,082
750 Inventories [1]
500 Non-Current Assets 0
250 Total Liabilities 293,614
Current Liabilities 1]
o= Long Term Debt 6,589
@ M o @2 o Total Equity 20,432
2010 201
Revenue - Expenses Cash Flow Statement (Annual)
P . Cash Flow From Oper 3,309
s000 L oa P a o boeorty oo, Depr & Amor o
R Deffered Taxes o
N B .E Other Income o
o Capital Spending o
Q3 4 o1 Q2 a3 Free Cash Flows 3,139
2010 2011
Profitability Ratios (as of 12/31/2010) Dividends (as of 12/31/2010)
Return on Equity (ROE) 6.2 Current Div/Share 0.40
Retumn on Assets (ROA) 0.7 Dividend Yield % 2.28
Return on Invested Capitaf 7.7 5 Year Growth % -25.13
Pre-Tax Profit Margin (%) 9.9 Payout Ratio % 7
Poest-Tax Profit Margin (%) 7.4  Split Ratio 2.00
Net Profit Margin (%) 7.4 Last Split 07/16/1988
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

Fundamentals (as of 01/27/2012)

Go. *S&P 500
Month End EPS $2.14 $18.70
Dividend Yield % 2.28 2.03
Net Profit Margin $7.36 $8.60
Market Cap (Mil) $7.832 $24,029
52 Week High $31.08 $47.12
52 Week Low $14,56 $31.75
P/E Current 8.21 -
Price/Book 0.38 0.19
Price/Sales 0.56 0.1
Price/Cash Flow 3.27 1.81
First Call Consensus

BUY Bl _LC:L"; HOLD HOLD/SELL SELL
2.3
1 1 1 4 §

Current Mean 23
High 3
Low 1
Number of Analysts 19
Company Overview
Sector Financlals
Industry Insurance
Address 690 Asylum Avenue One Hartford

Plaza, Hartford, CT 06115
Investor Relations +1 860 547-5000

The Hartford Financial Services Group, Inc.
(together with its subsidiaries, The Hartford) is
an insurance and financial services company.
The Company maintains a retail mutual fund
operation, wheraby the Company, through
wholly-owned subsidiaries, provides investment
management and administrative services

to The Hartford Mutual Funds, Inc. and The
Hartford Mutual Funds |1, Inc. (collectively,
mutual funds), consisting of 52 mutual funds,
as of December 31, 2010. In October 2011,
the Company sold Trumbull Services, LLC to
ExiService Holdings, Inc.

L]quuhty Ratios (as of 12!31/2010)

Current Ratio 0.00
Quick Ratio 0.00
Debt/Equity 0.34
Leverage Ratio 3.22
Initial Coverage frem Cont.Operations 213

Page 12 of 17
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Latest Price : § 469.91 (01/31/2012)

Shares Outstanding (M) : 39 (01/27/2012)
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Performance (as of 12/31/2011)

[ Total Retums (%) & S&P 500 (%}

80 %
60 %
40 %
20 %
0 % -
20%
YTD 1 Year 3 Year 5 Year 10 ¥Year  15Year 20 Year
Total Retumns (%) 79.64  79.64  53.91 37.01 48.70 - z
S&P 500 (%) 0.00 0.00 11,66 2.38 0.92 3.69 6.67
*Benchmark: S&P 500 Composite Index
Financial Statement (as of 12/31/2011)
Income Statement (SMIl) ___ Netlncome Balance Sheet (as of 12/31/2011)
e nse
;-_-_-;E:,:m: Total Assets ($Mil) 2,988
Net Income Current Assets 2,582
Cash 2,172
200 Inventories 87
Non-Current Assets 406
100 Total Liabilities 342
Current Liabilities 418
e Long Term Debt 0
4 a1 2 @ o Total Equity 2,646
2010 2011
Revenue - Expenses Cash Flow Statement (Annual)
500 L Cash Flow From Oper 513
R A Depr & Amor 40
e Deffered Taxes -22
B b v v B Other Income 492
o Capital Spending 96
4 Q@ G2 Q3 o4 Free Cash Flows 417
2010 201
Profitability Ratios (as of 12/31/2011) Dividends (as of 12/31/2011)
Return on Equity {ROE) 21.1  Current Div/Share 0.00
Return on Assets (ROA) 18.7 Dividend Yield % 0.00
Return on Invested Capital 21.4 5 Year Growth % 0.00
Pre-Tax Profit Margin (%) 40.4 Payout Ratio % 0
Post-Tax Profit Margin (%) 28.2  Split Ratio 0.00
Net Profit Margin {%) 28.2  Last Split -
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

—

Profile Report

—

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $12.32 $16.70
Dividend Yield % 0.00 2.03
Net Profit Margin $28.17 $8.60
Market Cap (Mil) $17,898 $24,029
52 Week High $476.49 $47.12
52 Week Low $315.01 $31.75
P/E Current 37.27 -
Price/Book 6.77 0.19
Price/Sales 10.59 0.1
Price/Cash Flow 35.98 1.81

First Call Consensus

BUY HOLD HOLD/SELL SELL
26
1 3 4 [
Current Mean 2.6
High 4
Low 1
Number of Analysts 17
Company Overview

Sector Health Care
Industry Health Care Equipment &
Supplies
Address 1266 KIFER RD, SUNNYVALE, CA
94086
Investor Relations +1 408 523-2100

Intuitive Surgical, Inc. (Intuitive Surgical)
designs, manufactures and market da Vinci
Surgical Systems, which are advanced surgical
systems.The Company's principal products
include three models of da Vinci Surgical
System: da Vinci Si Surgical System, da Vinci S
Surgical System and standard da Vinci Surgical
System, along with a variety of EndoVvrist
instruments and accessories. The da Vinci
Surgical System is used to perform surgery
across multiple surgical specialties, including
urology, gynecology, cardiothoracic surgery,
transoral surgery, and general surgery. As

of December 31, 2010, the Company had

an installed base of 1,752 da Vinci Surgical
Systems. During the year ended December
31, 2010, the Company introduced da Vinci Si-
e systems and da Vinci Si Surgical System.
During 2010, it sold nine da Vinci Si-e systems.
The da Vinci Surgical System consists of a
surgeon's console, or consoles, a patient-side
cart and vision system.

Liquidity Ratios (as of 12/31/2011)

Current Ratio 6.18
Quick Ratio 4.23
Debt/Equity 0.00
Leverage Ratio 0.00

Initiaf Coverage from Cont.Operations 4,342,58

Page 13 of 17
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CITY OF TROY
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Liberty Media-Capital Group-Lmca Luca jaspaq)

Latest Price : § 82.41 (01/31/2012)

Shares Outstanding (Mil) : 72 (01/27/2012)

Profile Report

Price Graph (up to 60 months)
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Performance (as of 12/31/2011)

200 %~

150 %
100 % &
50 %
0
-50 %

Y10 1 Year

Total Returns (%) 2476 2476
S&P 500 (%) 0.00 0.00

*Benchmark: $&P 500 Composite Index

3 Year

154.95
11.68

[ Total Returms (%) 1) S&P 500 (%)

5 Year 10 Ysar 15 Year

" 3820 . .
2.38 0.92 3.59

20 Year

6.67

Financial Statement (as of 12/31/2010)

Income Statement ($MIl) _ Netincame Balance Sheet (as of 12/31/2010)
1277 Expenses
ey E:,enue Total Assets ($Mil) 7,807
Net Income Current Assets 1721
Cash 1,546
1000 Inventories 0
500 Non-Current Assets 6,086
o Total Liabilities 5,027
Q3 4 1 Q2 a3 Current Liabilities 2,268
— Long Term Debt 2,033
Total Equity 2,780
2010 2011
R Cash Flow Statement (Annual)
evenue - Expenses
500 ey Cash Flow From Oper =50
"o Depr & Amor 72
260 -o ‘o Deffered Taxes -846
TR N Other Income 724
v Capital Spending g
Q3 Q4 o1 Q2 Q3 Free Cash Flows 0
2010 2011
Profitahility Ratios (as of 12/31/2010) Dividends (as of 12/31/2010)
Return on Equity (ROE) 40.2 Curmrent Div/Share 0.00
Return on Assets (ROA) 10.0 Dividend Yield % 0.00
Return on Invested Capital 17.6 5 Year Growth % 0.00
Pre-Tax Profit Margin (%) 27.8 Payout Ratio % 0
Post-Tax Prefit Margin (%) 1151  Split Ratio 0.00
Net Profit Margin (%) 1151 Last Split -
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $11.49 $16.70
Dividend Yield % 0.00 2.03
Net Profit Margin $115.11 $8.60
Market Cap (Mil} $5,863 $24,029
52 Week High $104.34 $47.12
52 Week Low $58.51 $31.75
P/E Current 712 -
Price/Book 2.28 0.19
Price/Sales 8.22 .11
Price/Cash Flow 3731 1.81
First Call Consensus

BUY BUYHOLD HOLD HOLD/SELL SELL

| 2 3 4 5
Current Mean 18
High 3
Low 1
Number of Analysts 9

————v e

Company Overview

Sector Consumer Discretionary
Industry Media
Address 12300 Liberty Boulevard,

Englewood, CO 80112
Investor Relations +1 720 875-5400

Liberty Media Corporation, formerly Liberty
CapStarz, Inc., owns interest in a range of
media, communications and entertainment
businesses. Those interests are attributed tc
two fracking stock groups: the Liberty Starz
group, and the Liberty Capital group. The
Liberty Starz group includes Liberty Media's
interest in Starz, LLC. The Liberty Capital
group includes its subsidiaries Atlanta National
League Baseball Club, Inc., and TruePosition,
Inc., Liberty Media's interest in SiriusXM, Live
Nation and Barnes & Noble, and minority
investments in Time Warner Inc. and Viacom.

r

Liquidity Ratios (as of 12/31/2010)

o o e S =T W

Current Ratio 0,76
Quick Ratio C.69
DCebt/Equity 0.73
Leverage Ratio 7.31
Initial Coverage from Cont.Operations 413

Page 14 of 17
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CITY OF TROY

Pepsico Inc. pee nvse)

Latest Price : $ 65.67 (01/31/2012) Shares Outstanding (MIl) : 1,563 (01/27/2012)

Price Graph (up to 60 months)
380 o i
550 e
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Performance (as of 12/31/2011) W Total Retums (%) (& S&F 500 (%)

12 %
10 %
8%

20 Year

9.49
8.67

3 Year

9.93
11.86

5 Year

-2.38

10 Year

5.43
0.92

15 Year
'B.23
3.59

YTD 1 Year

Total Retums (%} 4.76 4.76
S&P 500 (%) 0.00 0.00
*Benchmark: S&P 500 Composite Index

Financial Statement (as of 12/25/2010)

Profile i-l‘;-_rport

FJndamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $3.99 $16.70
Dividend Yield % 3.13 2.03
Net Profit Margin $10.93 $8.60
Market Cap (Mil) $102,888 $24,029
52 Week High $71.89 §$47.12
52 Week Low $58.50 $31.75
P/E Current 16.49 -
Price/Book 4.41 0.19
Price/Sales 1.82 0.11
Price/Cash Flow 10.97 1.81
First Call Consensus
BUY HoLD HOLD/SELL SELL
23
1 3 4 &
Current Mean 2.3
High 4
Low 1
Number of Analysts 18
Company Overview
Sector Consumer Staples
Industry Beverages
Address 700 Anderson Hill Road,
Purchase, NY 10577
Investor Relations +1 914 253-2000

PepsiCo, Inc. is a global food, snack and
beverage company. The Company's brands
include Quaker Oats, Tropicana, Gatorade,
Lay's, Pepsi, Walkers, Gamesa and Sabritas.
The Company is organized inte four business
units: PepsiCo Americas Foods (PAF), which
includes Frito-Lay North America (FLNA),

i Net |
Incoma Statement (SMI . troaen Balance Sheet (as of 12/25/2010) Quaker Foods North America (QFNA) and all of
i Total Assets (SMil) 88,153  its Latin American food and snack businesses
Net Income o Current Assets 17,669  (LAF), including its Sabritas and Gamesa
Cash 6,369 businesses in Mexico; PepsiCo Americas
2000 Inventories 3,372  Beverages (PAB}, which includes PepsiCo
Neon-Current Assets 50,584  Beverages Americas and Pepsi Beverages
1000 Total Liabilities 46,677 Company, PepsiCo Europe, which includes
Current Liabilities 15,892 all beverage, food and snack businesses in
o Long Term Debt 19,999 Europe, and PepsiCo Asia, Middle East and
Q3 Q4 @ qz a3 Total Equity 21,123  Affica, which includes all beverage, food and
2010 2011 snack businesses. lis four business units are
Revenus - Expenses Cash Flow Statement {Annual) consisted of six segments: FLNA, QFNA,
20000 — " Cash Flow From Oper 7.817  LAF, PAB, Europe and AMEA. On February 3,
-y b, F=1 P = :
Y e e Depr & Amor 2,327 2011, it acquired approximately 77% of Wimm-
o000 o) 7TV L0 : Deffered Taxes sog  Bill-Dann Foods OJSC. In November 2011, it
o 0 b b G Other Income 4990  acquired Mabel. 2 pro.
o Capital Spending 3,253 P TP TP T
a2 G4 o1 az Q3 Free Cash Flows 1,586 Liquidity Ratios (as of 12/25/2010)
Current Ratio 1.1
2011
2010 Quick Ratio 0.80
— = i Debt/Equi 1.18
Profitability Ratios (as of 12/25/2010) Dividends (as of 12/25/2010) Leverage Eaﬁo 9.47
Return on Equity (ROE) 33.3  Cument Div/Share 2.06 Initial Coverage from Cont.Operations 8.59
Return on Assets (ROA) 12.8 Dividend Yield % 313
Return on Invested Capital 19.4 5 Year Growth % 11.79
Pre-Tax Profit Margin (%) 13.0  Payout Ratio % 47
Post-Tax Profit Margin (%) 10,8  Split Ratio 2.00
Net Profit Margin (%) 10.9 Last Split 05/29/19%6
02/01/2012 Copyright®© 2012. Thomson Reuters. All Rights Reserved. Page 15 of 17
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Resmed Inc. ruo nvvss
Latest Price : § 29.03 (01/21/2012)

Shares Outstanding (Mil) : 147 (01/27/2012)

CITY OF TROY

Profue Report

Price Graph (up fo 60 months)
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Performance (as of 12/31/2011)

| Total Retums (%) [ S&P 500 (%)

30 %

20 %

i

0 —— — o

10 %

20 %

30%

YD 1Year  3Year  5Year  1DYear  15Year 20 Year

Total Returns (%)  -26.67  -26.67 10.67 0.63 6.54 2146 z
S&P 500 (%) 0.00 0.00 11.86 2.8 0.92 3.59 5.67

*Benchmark: S&P 500 Composite Index

Financial Statement (as of 06/30/2011)

Income Statement ($Mil} ~  Netincome Balance Sheet (as of 06/30/2011)
= = Expenses
5 i Total Assets (SMil 2,050
Net Income Current Assets 1,292
Cash 735
75 Inventories 201
50 Non-Current Assets 758
25 Total Liabilities 319
Current Liabilities 208
= Long Term Debt 100
@ o a2 o o Total Equity 1,731
2010 2011
Revenue - Expenses Cash Flow Statement {Annual)
PETE Cash Flow From Oper 307
250 o e, Depr & Amor 7
E: B Deffered Taxes 3
BR Other Income 233
o ; Capital Spending 67
4 Q1 Q2 Q o4 Free Cash Flows 240
2010 2081
Profitability Ratios (as of 06/30/2011) Dividends (as of 06/30/2011)
Return on Equity (ROE) 15.0  Current Div/Share 0.00
Return on Assets (ROA) 124 Dividend Yield % 0.00
Return on Invested Capital 14.0 5 Year Growth % 0.00
Pre-Tax Profit Margin (%) 244 Payout Ratio % 0
Post-Tax Profit Margin (%) 18.3  Split Ratio 2,00
Net Profit Margin (%} 18.3  Last Split 08/31/2010
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

Fundamentals (as of 01/27/2012)

Co. *S&P 500
Month End EPS $1.46 $16.70
Dividend Yield % 0.00 2.03
Net Profit Margin $18.26 $8.60
Market Cap {Mil) $4,422 $24,029
52 Week High $35.32 $47.12
52 Week Low $23.37 $31.78
P/E Current 20.59 -
Price/Book 2.58 0.19
Price/Sales 3 0.1
Price/Cash Flow 14.76 1.81
First Call Consensus
BUY HOLD HOLDYSELL SELL
23
1 3 4 H
Current Mean 2.3
High 3
Low 1
Number of Analysts 1"
Company Overview
Sector Health Care
Industry Health Care Equipment &
Supplies
Address 8001 Spectrum Genter Blvd, San
Dlego, CA 92123
Investor Relations +1 858 836-5000

ResMed Inc. (ResMed) is a holding company
for the ResMed Group. The Company, through
its subsidiaries, is a developer, manufacturer
and distributor of medical equipment for
freating, diagnosing, and managing steep-
disordered breathing and other respiratory
disorders. Sleep-disordered breathing (SDB)
includes obstruclive sleep apnea (OSA), and
other respiratory disorders that eceur during
sieep, The Company has developed a number
of products for SDB and other respiratory
disorders including airflow generators,
diagnostic products, mask systems, headgear
and other accessories. lts manufacturing
operations are located in Australia, Singapore,
France and the United States. Distribution
and sales sites are located in the United
States, Germany, France, the United Kingdom,
Switzerland, Australia, Norway and Sweden.
©n July 6, 2011, the Company acquired
BiancaMed Ltd.

Liquidity Ratios (as of 06/30/2011)

=

Current Ratic 6.19
Quick Ratio 4.88
Debt/Equity 0.06
Leverage Ratio 0.58
Initial Coverage from Cont.Operations  120.59

Page 16 of 17
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A
Walt Disney Co. (The) ois nyse

Latest Price : § 38.9 (01/31/2012)

Shares QOutstanding (Mil) : 1,797 (01/27/2012)

Price Graph (up to 60 months})
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Performance (as of 12/31/2011)

20 %
15 % E
0%

5%

o

5%

¥TD 1 Year

Total Returns {%) 168 18
S&P 500 (%) 0.00 0.00

*Benchmark: S&P 500 Composite Index

3 Year

19.77
1166

Il Total Returns (%) & S&P 500 (%)

5 Year 10 Year 15 Year 20 Year
314 7.34 4.31 8.09
-2.38 0.92 3.65 5.67

Financial Statement (as of 10/01/2011)

Income Statement ($MIT) oo, Nt Income

Expenses

Balance Sheet {(as of 10/01/2011)

I Total Assets {$Mil} 72,124
Net Income Current Assets 13,757
Cash 3,185
Inventories 1,595
1000 Non-Current Assels 58,367
Total Liabilities 32,671
Current Liabilities 12,088
e Long Term Debt 11,210
@ o 2 o oo Total Equity 37,385
2010 2011
Revenue - Expenses Cash Flow Statement (Annual)
. ey may Cash Flow From Oper 8,133
10000 ;v T g U0 Depr & Amor 1,841
s000 Y 4 ¢ Lo+ toaorou Deffered Taxes 127
- Other Income 6,165
U E— E— Capital Spending 3,559
Q4 a1 Q2 Q3 Q4 Free Cash Flows 3,818
2010 2011
Profitability Ratios (as of 10/01/2011) Dividends (as of 10/01/2011)
Return on Equity (ROE) 128  Current Div/Share 2.40
Return on Assets (ROA) 7.2  Dividend Yield % 6.1%
Return on Invested Capital 9.6 5 Year Growth % 14.12
Pre-Tax Profit Margin (%) 18.2 Payout Ratio % 16
Post-Tax Profit Margin (%) 11.8  Split Ratio 3.00
Net Profit Margin (%) 11.8  Last Split 07/10/1998
02/01/2012 Copyright® 2012. Thomson Reuters. All Rights Reserved.

- e o i - el delieemtit. i
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Profile Report

Fundamentals (as of 01/27/2012)

Co.  *S&P 500
Month End EPS $2.52 $16.70
Dividend Yield % 6.11 2.03
Net Profit Margin $11.78 $8.60
Market Cap (Mil) $70,613 $24,029
52 Week High $44.24 $47.12
52 Week Low $28.19 $31.75
P/E Current 15.58 -
Price/Book 1.78 0.19
Price/Sales 1.75 011
Price/Cash Flow 9.21 1.81
First Call Consensus

BUY LT et HOLD HOLDYSELL SELL
24
1 ] 4 5

Current Mean 2.4
High 3
Low 1
Number of Analysts 30
Company Overview
Sector Consumer Discretionary
Industry Media
Address 500 South Buena Vista Street,

Burbank, CA 91521
Investor Relations +1 818 560-1000

The Walt Disney Company, together with

its subsidiaries, is a diversified worldwide
entertainment company, The Company
operates in five segments: Media Networks,
Parks and Resorts, Studic Entertainment,
Consumer Products and Interactive Media.
The Company has a 51% effective ownership
interest in Disneyland Paris, a 5,510-acre
development located in Marne-la-Vallee,
approximately 20 miles east of Paris, France.
The Company manages and has a 40% equity
interest in Euro Disney S.C.A. The Company
holds an 18% equity interest in The Active
Network, Inc. The Company owns a 47%
interest in Hong Kong Disneyland Resort
through Hong kong Internaticnal Theme
Parks Limited. On December 31, 2008, the
Company completed an acquisition of Marvel
Entertainment, Inc. (Marvel). On March 31,
2010, the Company acquired Retail Networks
Company Limited. On August 27, 2010,

the Company completed the acquisition of
Playdom, Inc.

e Y s EE— - — ——-—

Liquidity Ratios (as of 10/01/2011)

Current Ratio 1.14
Quick Ratio 0.77
Debl/Equity 0.38
Leverage Ratio 3.00
Initial Coverage from Cont.Operations 15.01

Page 17 of 17



The Zatkin Group
of Wells Fargo Advisors

Wells Fargo Advisors, LLC

255 East Brown Street, Suite 400
Birmingham, MI 48009

Fax: 248-433-8575
800-521-9463

Member FINRA/SIPC

CITY OF TROY
MEMBERS OF THE BOARD

FEBRUARY 2012

We recommend adding the following position to our equity portfolio:

Illinois Tool Works Inc. (ITW...$53.03)*
Industry: Industrial Machinery
Economic Sector: Industrials
Exchange: NYSE
P/E = 12.7* Yield = 2.72%*
Ratings:

Wells Fargo Securities Ouiperform
Value Engine: Hold

We appreciate your continued support and consideration.

Sincerely,

e i g
Doug Wegner
Financial Consultant

Enclosures

* as of January 31, 2012

Steven F. Zatkin Douglas C. Wegner Marisol Arroyo
Managing Director - Investments Financial Consultant Client Associate
Tel: 248-433-8534 Tel: 248-433-8507 Tel: 248-433-8511

steven.fzatkin@wiadvisors.com dougles.c.wegner@-vfadvisors.com marisol.arroyo@wiadvisors.com



The Zatlkdin Group
of Wells Fargo Advisors

‘Wells Fargo Advisors, LLC

255 East Brown Street, Suite 400
Birmingham, M1 48009

Fax: 248-433-8575
800-521-9463

Member FINRA/SIPC

February 1, 2012

Dear City of Troy - Members of the Board:

This investment research is provided to us under licenses from various third party
Investment Research Providers. Please direct any questions regarding this information
to me and not to the Investment Research Provider, its analysts or other representatives.
Investment Research Providers prepare research reports for their clients. The
information in these reports is NOT personalized investment advice and is not infended
as an offer or solicitation for the purchase or sale of any financial instrument. Securities,
financial instruments, or strategies mentioned in these reports may not be suitable for all
investors. Information and  opinions regarding specific securities do not fake info
account individual circumstances, objectives, or needs and are not intended s
recommendations of particular securities, financial instruments, or strategies. You
should evaluate this report in light of your own circumstances. Opinions and estimates
constitute the Investment Research Provider's judgment as of the date of these reports
and are sukject to change without notice. These reports may have been made
available to the Investment Research Provider's clients before being made available
to our clients. We are solely responsible for the distribution and use of these reports.

To review important information about certain relationships and potential conflicts of
interest that may exist between Wells Fargo Advisors, its offiliates, and the company
that is the subject of this report, please visit the Research Disclosure page of
wellsfargoadyvisors.com or call your Financial Advisor.
http:/ f'www.wellsfargoadvisors.com/researchdisclosures
Sincerely,

< ‘-; 3,

T2 g
Doug Wegner
Financial Consuitant

Steven F. Zatkin

Managing Director - Investments
Tel: 24B-433-8534
steven.fzatkin@wladvisors.com

Douglas C. Wegner

Finaneial Consultant

Tel: 248-433-8507
douglas.cwegner@wfadvisors.com

Marisol Arroyo

Client Associate

Tel: 248-433-8511
marisol.arroyo@wiadvisors.com



Portfolio

City of Troy Retirement Page 1
Name Ticker ... Shares Cost Basis Quote/Price Market Value Gain/Loss Gain/Loss (%) 52-Week Range P/E ratio

l.arge Cap Stocks 53,507,265.87 94,735,965.15 41,228,699.28 77.05
M X mmm 20,000 1,228,544 .35 87.18 1,743,600.00 515,055.65 41.92 68.63-98.19 14.63
Abbott Labs X abt 28,000 613,095.28 55.64 1,557,920.00 944,824.72 154.11 46.06-56.84 19.25
Aflac X afl 32,000 666,400.00 48.24 1,543,680.00 877,280.00 131.64 31.25-59.54 1154
Alcoa X aa 10,000 129,882.87 10.152 101,520.00 -28,362.87 -21.84 8.45-18.47 18.46
Amgen Inc X amgn 9,900 448 862.42 68.46 677,754.00 228,891.58 50.99 47.66-70.00 16.95
Apple X aapl 10,000 2,603,656.66 491.275 4,912,750.00 2,309,093.34 88.69 310.50-526.29 13.99
AT&T X t 20,000 445,840.00 30.01 600,200.00 154,360.00 34.62 27.27-31.94 45.47
Automatic Data Processin... adp 5,000 180,900.00 54 270,000.00 .89,100.00 49.25 44,72-57.10 19.93
Avon Products X avp 5,000 167,590.00 19.20 96,000.00 -71,590.00 -42.72 16.09-31.60 11.36
Bank of America X bac 10,000 168,530.00 7.915 79,150.00 -89,380.00 -53.04 4.92-14.N 791.50
Bard CR ber 5,000 401,460.00 95.16 475,800.00 74,340.00 18,52 80.80-113.84 25.79
Bed, Bath & Beyond BBBY 5,000 269,190.67 57.66 288,300.00 19,109.33 7.10 44.79-63.83 15.50

“Berkshire-Hathaway b bricb +8:38 6535-8F65————45-93—
Caterpillar cat 5,000 8,789.35 112.75 563,750.00 554,960.65 6,314.01 67.54-116.55 15.24
Celgene Corp X celg 7,000 400,239.30 75.34 527,380.00 127,140.70 31.77 51.41-76.09 26.44
Cephalen s2ph B4-435-= —— -
Chesapeake Energy ... chk 12,000 431,511.51 23.21 278,520.00 -152,991.51 -35.45 20.41-35.95 12.48
Chevron X VX 24,900 1,228,320.35 104.9596 2,613,494.04 1,385,173.69 112.77  86.68-110.99 7.81
Cisco Systems X csco 20,000 640,100.00 20.022 400,440.00 -239,660.00 -37.44 13.30-20.49 15.52
Cit Group X cit 12,209 700,967.53 41.25 503,621.25 -197,346.28 -28.15 27.68-45.37 82.50
Cliffs Nat Resources oo Clif 12,000 406,067.53 67.35 808,200.00 402,132.47 99.03 47.31-102.48 5.14
Coach coh 10,000 338,405.20 7433 743,300.00 404,894.80 119.65 45,70-76.70 23.16
Coca Cola X ko 12,000 437,781.61 68.66 823,920.00 386,138.39 88.20 61.29-71.77 18.61
Colgate Palmolive X cl 10,000 382,190.00 92.91 929,100.00 546,910.00 143.10 76.39-94.89 18.81
Coming X giw 10,000 142,608.69 13.85 136,500.00 -6,108.69 -4.28 11.51-23.38 7.7
Csx csX 10,000 361,522.78 21.42 214,200.00 -147,322.78 -40.75 17.69-27.06 12.83
Danaher Corp dhr 24,000 486,970.01 51.66 1,239,840.00 752,869.99 154.60 39.34-56.08 18.65
Direct TV X dtv 9,000 354,483.64 46.08 414,720.00 60,236.36 16.99 39.82-53.40 14.45
Discovery Comm X disck 520 5,764.82 41.03 21,335.60 15,570.78 270.10 31.63-42.05
Discovery Comm A X disca 520 5,764.84 44.75 23,270.00 17,505.16 303.65 34.75-46.60 18.57
Disney, Walt X dis 10,000 210,424.73 41.33 413,300.00 202,875.27 96.41 28.19-44.34 20.06
Deminien-Pessyrees0.275—d EQ-25E 42.94-63.68— 19-16—
Dover Corp X dov 10,000 377,871.10 65.87 658,700.00 280,828.90 74.32 43.64-70.15 14.70
DOW Chemical X dow 15,000 465,181.75 33.84 507,600.00 42,418.25 9.12 20.61-42.23 16.51
Duke Energy X duk 13,233 63,612.38 21.22 280,804.26 217,191.88 341.43 16.87-22.12 15.38
Ebay Inc ebay 15,000 471,718.30 33.70 505,500.00 33,781.70 7.16 26.66-35.35 13.70
EMC Corp X emc 25,000 318,269.02 27.40 685,000.00 366,730.98 115.23 19.84-28.73 27.13

Emerson Electric X emr 10,000 335,775.70 50.87 508,700.00 172,924.30 51.50 30.50-62.24 16.36
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Exxon X xom 10,000 105,823.32 84.90 849,000.00 743,176.68 702.28 67.03-88.23 10.08
Factset Research Sys ... fds 6,500 135,853.34 89.78 583,570.00 447.716.66 32956 78.25-112.40 2413
Fastenal fast 10,000 297,316.69 50.76 507,600.00 210,283.31 70.73 29.14-51.60 41.95
Fidelity National Info .. fis 1,000 27,974.34 31.50 31,500.00 3,525.66 12.60 22.53-33.76 19.94
Fiserv Inc X fisv 11,000 425,435.14 65.21 717.310.00 291,874.86 68.61 48.75-66.06 19.18
Flir Systems flir 5,000 147.485.34 25.24 126,200.00 -21,285.34 -14.43 21.86-37.29 18.98
Fluor Corp X fir 5,000 266,815.15 60.28 301,400.00 34,584.85 12.96 44.16-75.76 19.14
Ford X f 10,000 167,073.80 12,57 125,700.00 -41,373.80 -24.76 9.05-16.18 7.57
Fossil fosl 5,000 62,562.85 119.06 595,300.00 532,737.15 851.52 69.57-13498 29.04
FPL PFD B.75% nee 10,000 250,000.00 60.50 605,000.00 355,000.00 142.00 49.00-61.20 13.78
Franklin Resources ben 5,000 478,398.69 116.19 580,950.00 102,551.31 2144 87.71-137.56 13.51
Freeport McMorran Coppe... fcx 10,000 882,118.37 43.28 432,800.00 -449,318.37 -50.94 28.85-58.75 9.05

“Frontter-Communications——ftr 426 3819582 2840
Genera Motors gm 5,000 165,000.00 26.275 131,375.00 -33,625.00 -20.38 19.00-36.84 521
General Dynamics gd 20,000 431,437.94 70.02 1,400,400.00 968,962.06 22459 53.95-78.27 10.09
General Electric X ge 26,000 463,383.02 18.96 492,960.00 29,576.98 6.38 14.02-21.60 15.41
General Mills X gis 5,000 190,632.65 39.84 199,200.00 8,567.35 4.49 34.64-41.06 16.95
e 3¢ e e 20.23-44-50 23.04
Gilead Sciences X gid 17,000 631,756.94 54.87 932,790.00 301,033.06 47.65 34.45-56.50 15.46
Global Payments gpn 10,000 428,076.71 51.84 518,400.00 90,323.29 21.10 38.26-53.67 17.94
Goldman Sachs 6.125% gsf 10,000 250,000.00 2473 247,300.00 -2,700.00 -1.08 22.00-25.47

Google X gooyg 3,000 1,640,952.14 600.87 1,802,610.00 161,657.86 9.85 473.02-670.25 20.19
Green Mountain Coffee ... gmer 17,000 473,447.37 66.36 1,128,120.00 654,672.63 138.28 34.06-115.98 34.03
Haliiburton Co hal 8,000 127,765.20 34.989 279,912.00 152,146.80 119.08 27.21-57.77 11.82
Hartford Financial Serv ... hig 15,000 683,733.18 20.63 309,450.00 -374,283.18 -54.74 14.56-31.08 15.87
Health Care Reit X hen 7,000 210,076.73 56.1257 392,879.90 182,803.17 87.02 41.03-57.66 114.54
Hess Corp hes 2,000 112,204.73 64.03 128,060.00 15,855.27 14.13 46.66-87.40 11.52
Honeywell International ... hon 14,172 375,287.65 59.24 839,549.28 464,261.63 123.71 41.22-62.28 25.21
Intel X intc 8,000 173,615.90 26.599 212,792.00 39,176.10 2256 19.16-27.00 11.13
Infemational Game Techn... igt 20,000 416,938.17 14.99 299,800.00 -117,138.17 -28.09 13.38-19.15 16.66
Intuitive Surgical isrg 5,000 516,251.62 506.22 2,531,100.00 2,014,848.38 390.28 315.01-515.61 41.09
JotmrsorrStotrrsom e 1 04:95 5T:50-68:05 584
Johnson Controls jei 6,000 52,142.82 34.21 205,260.00 1563,117.18 29365 24.29-42.92 14.20
JP Morgan Chase &Co ... jpm 7,000 189,238.62 37.69 263,830.00 74,591.38 39.42 27.85-48.36 8.41

Kimetic-Goncepts Ject 636

Koh!'s Comp X kss 10,000 623,589.26 51.02 510,200.00 -113,389.26 -18.18 42.14-57.39 12.03
Kraft Foods X kft 5,000 154,406.59 38.51 192,550.00 38,143.41 24.70 30.43-39.06 21.04
Laboratory Corp Amer Hold 1h 5,000 373,268.38 88.05 440,250.00 66,081.62 17.94  74.57-100.94 17.23
LKG Corp Ikgx 5,000 48,081.68 32.64 163,200.00 115,118.32 239.42 20.38-33.55 24.54
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McDonald's X med 21,000 944,909.87 99.1086 2,081,280.60 1,136,370.73 120.26  72.89-102.22 19.40
McKesson Corp mck 5,000 393,168.79 80.72 403,600.00 10,431.21 2.65 66.61-87.32 15.80
Medco Health Solutions ... mhs 7.000 352,977.24 63.63 445,410.00 92,432.76 26.19 44 80-66.38 18.55
Medtronic X mdt 10,000 501,012.30 39.55 395,500.00 -105,512.30 -21.06 30.18-43.33 12.48
Merck & Co X mrk 16,147 86,764.12 38.07 614,716.29 527,952.17 608.49 29.47-39.43 18.85
Metler Toledo intemational mtd 5,000 386,376.45 180.71 903,550.00 517,173.55 133.85 126.10-193.58 22.01
Microsoft X msft 22,546 805,324.31 30.66 691,260.36 -114,063.95 -14.16 23.65-30.80 11.15
Monsanto mon 5,000 457,374.69 77.74 388,700.00 -68,674.69 -15.01 58.89-83.94 24.37
Morgan Stanley X ms 8,340 93,208.72 18.842 157,142.28 63,843.56 68.43 11.58-31.04 14.95
Hesdera-Ersrgy nee 8050 FUUU6T 20 378
Norfolk Southem X nsc 8,000 449,719.06 68.52 548,160.00 98,440.94 21.89 57.57-78.50 13.33
Omnicom Group X omec 14,000 520,566.43 47.6713 667,398.20 146,831.77 28.21 35.27-51.25 14.94
OneOK X oke 17,000 556,341.54 82.36 1,400,120.00 843,778.46 151.67 58.61-89.63 27.18
Qracle X orcl 25,000 257,125.42 28.285 707,125.00 449,999.58 175.01 24.72-36.50 15.46
O'Reilly Automotive orly 10,000 197,018.04 84.63 846,300.00 649,281.96 329.55 53.33-85.32 22.81
Panera Bread pnra 10,000 654,005.63 149.729 1,497,290.00 843,284.37 12894 96.88-160.88 32.91
Peabody Energy btu 5,000 378,864.58 35.64 178,200.00 -200,664.58 -52.96 30.60-73.95 10.24
Pepsico pep 35,000 1,110,571.59 63.17 2,210,950.00 1,100,378.41 29.08 58.50-71.89 15.67
Perrigo X prgo 15,000 814,822.88 93.891 1,408,365.00 593,542.12 72.84 71.54-104.70 25.38
Pfizer X pfe 17,000 86,722.24 21.205 360,485.00 273,762.76 315.68 16.63-22.17 19.10
Praxair X px 12,000 494275.73 107.96 1,295,520.00 801,244.27 162.10 88.64-111.74 23.99
Precision Castparts pcp 5,000 561,641.16 165.32 826,600.00 264,958.84 47.18 136.00-179.47 20.69
Procter & Gamble Co o PG 40,625 1,059,311.15 64,9498 2,638,585.63 1,579,274.48 149.09 57.56-67.72 19.10
Progress Energy X pagn 18,000 699,778.34 54.1399 974,518.20 274,739.86 39.26 42.05-56.39 20.51
Reinsurance Group of Am... rga 5,000 230,659.06 57.0268 285,134.00 54,474.94 23.62 44 .51-64.32 7.05
Republic Services rsg 5,000 136,304.01 29.65 148,250.00 11,945.99 8.76 24.72-33.10 19.01
Resmed md 5,000 157,157.54 29.16 145,800.00 -11,357.54 -7.23 23.37-35.32 19.97
Roper Industries X rop 20,000 574,830.45 93.82 1,876,400.00 1,301,569.55 226.43 64.90-96.91 21.62
Scana Corp X scg 10,000 297,185.56 44 84 448,400.00 151,214.44 50.88 34.64-45.85 15.05
Schiumberger sib 24,000 385,165.86 76.675 1,840,200.00 1,455,034.14 377.77 54.79-95.64
s e shid A31T 78899479 WE
Sigma Aldrich sial 23,000 200,934.59 71.5032 1,644,573.60 1,443,639.01 718.46 56.18-76.16 19.92
Smucker J M X sjim 5,000 295,209.13 71.67 358,350.00 63,140.87 21.39 63.01-81.40 17.78
Southern Company .. S50 14,576 126,472.31 4433 646,154.08 519,681.77 410.91 35.73-46.69 18.32
Spectra Energy se 20,479 459,323.98 30.86 631,981.94 172,657.96 37.59 22.80-31.98 17.05
St Jude Medical X stj 11,000 385,823.20 42.95 472,450.00 86,626.80 22.45 32.13-54.18 15.68
Staples spls 5,000 110,520.10 15.04 75,200.00 -35,320.10 -31.96 11.94-22.09 10.90
Stryker syk 40,000 424,835.46 53.3064 2,132,256.00 1,707,420.54 401.90 43.73-65.21 15.45
Sysco syy 30,000 328,248.20 29.20 876,000.00 547,751.80 166.87 25.09-32.76 14.97
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T Rowe Price Group .. trow 5,000 251,288.72 60.98 304,900.00 53,611.28 21.33 44 68-71.29 20.88
Target Corp X gt 5,000 257,157.95 51.864 259,320.00 2,162.05 0.84 45.28-56.00 12.15
Teva Pharmaceuticals ... teva 23,000 692,972.53 43.86 1,008,780.00 315,807.47 45,57 35.00-52.35 15.78
Textron txt 8,000 68,285.97 27.45 219,600.00 151,314.03 221.59 14.66-28.87 26.39
Total tfnf 5,000 396,646.85 53.37 266,850.00 -129,796.85 -32.72 40.70-64.00
Tractor Supply Co tsco 19,000 266,194.12 83.63 1,588,970.00 1,322,775.88 496.92 49.02-87.13 27.78
Transocean Ltd Switz Tig 20,050 949,413.98 48.51 972,625.50 23,211.562 2.44 38.21-85.98
Union Pacific X unp 5,000 232,104.24 108.96 544,800.00 312,695.76 13472  77.73-117.40 16.21
United Parcel Service .. ups 10,000 618,507.38 76.335 763,350.00 144,842 62 23.42 60.74-77.55 18.48
United Technologies . X 17,000 572,097.55 82.795 1,407,515.00 835,417.45 146.03 66.87-91.83 15.08
Varian Medical Systems ... var 8,000 282,185.11 67.245 537,960.00 255,774.89 90.64 48.72-71.95 19.60
Verizon Communications ... vz 15,420 368,771.13 37.967 585,451.14 216,680.01 58.76 32.28-40.48 44.67
Visa X v 15,000 1,251,785.37 113.94 1,709,100.00 457,314.63 36.53 70.45-117.18 27.32
Wal Mart Stores X  wmt 10,000 538,761.04 61.983 619,830.00 81,068.96 15.05 48.31-62.63 13.99
Walgreen X wag 15,000 536,095.17 34.1 511,650.00 -24,44517 -4.56 30.34-45.34 11.56
Waste Management e WM 15,000 323,840.09 34.48 517,200.00 193,359.91 59.71 27.75-39.69 16.74
Waters Corp wat 10,000 739,217.91 88.11 881,100.00 141,882.09 19.19 70.88-100.00 19.45
Watsco X Wws0 5,000 306,014.09 72.81 364,050.00 58,035.91 18.97 50.45-74.13 27.48
Weatherford International wit 5,000 07,484.43 1744 87.200.00 -10,284 43 -10.55 10.85-28.11
Wells Fargo X wic 5,000 54,576.32 3025 151,250.00 96,673.68 177.13 22.58-33.78 10.73
WestermPigitat wdc 39-88 P9 Grid - B 43—
Xerox X Xrx 10,000 54,140.88 8.34 83,400.00 29,259.12 54.04 6.55-11.50 11.27
Yum Brands X yum 45,000 798,648.59 64.51 2,902,950.00 2,104,301.41 263.48 47.15-65.79 23.54
Small Cap Stocks 7,321,924.43 9,928,230.28 2,606,305.85 35.60
Aecom Technology acm 8,000 214,400.00 23.1 184,880.00 -29,520.00 -13.77 16.39-29.93 10.18
Almost Family afam 7.000 254,690.81 19.60 137,200.00 -117,490.81 -46.13 12.50-39.50 5.98
—qnenean-Seenestreng— S 7622 46704 90———20:83—
Ares Capital arcc 5,000 79,468.68 16.175 80,875.00 1,406.32 1.77 12.75-17.97 7.32
Aseent-Media————————asemer 4746 35.88-58.37 NE—
Bio Reference Lab brli 7,000 154,989.34 19.37 135,590.00 -19,399.34 -12.52 11.41-25.99 15.02
Brady W H X bre 5,000 73,890.92 33.45 167,250.00 93,359.08 126.35 24.44-38.73 12.08
Broadridge Financial br 4,500 90,751.50 24.39 109,755.00 19,003.50 20.94 19.01-24.84 18.34
—Browm & Brown bro 2418 eFr Az oy — 21 A0 —
Bruker Corp brkr 7,000 116,130.55 15.56 108,920.00 -7,210.55 -6.21 11.48-21.65 31.12
Catalyst Health Solutions ... chsi 5,000 118,585.00 58.88 294,400.00 175,815.00 148.26 42.87-87.58 38.74
Cognex CGNX 7,000 236,450.08 42.89 300,230.00 63,779.92 26.97 24.61-44.80 25.84
Copano Energy X cpnho 10,000 298,179.02 35.60 356,000.00 57,820.98 19.39 26.08-37.40 N/E

A

LY il A =

—Copast #

Ear i

46-09———19:59—
[S L rY RS e I -
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Cullen Frost Bankers cfr 6,000 288,863.18 §57.22 343,320.00 54,456.82 18.85 43.57-60.59 16.16
Darling Intemational dar 10,000 66,595.12 15.61 156,100.00 89,504.88 134.40 11.24-19.62 11.65
Deckers Outdoor Corp ... deck 20,000 511,989.63 87.67 1,753,400.00 1,241,410.37 242.47 72.78-118.90 21.07
DG Fastchannet dgit 11,000 300,687.73 11.05 121,550.00 -179,137.73 -59.58 11.05-37.48 9.13
Diebold X dbd 5,000 228,607.62 38.05 190,250.00 -38,357.62 -16.78 24.70-39.72 N/E
Ebix ehix 24:94 43-02-36-35—— 1450
Flower Foods flo 5,000.000... 127,229.35 19.03 95,150.01 -32,079.34 -25.21 16.74-23.13 21.14
Gamestop gme 10,000 252,294 96 23.0059 230,059.00 -22,235.96 -8.81 18.34-28.66 8.46
GFl Group gfig 5,000 38,710.45 4.62 23,100.00 -15,610.45 -40.33 3.64-5.42 25.67
HCC Insurance Holdings hee 7.000 203,609.74 29.71 207,970.00 4,360.26 214 24.66-33.12 12.28
Hillenbrand hi 5,000 97,745.28 23.50 117,500.00 19,754.72 20.21 16.33-24.20 13.28
Idex Corp X iex 15,000 272,512.62 42.63 639,450.00 366,937.38 134.65 29.29-47.50 18.38
Yearreaai Blud 28562
JOS A Bank Clothiers josb 5,000.000... 154,680.76 51.80 259,000.03 104,319.27 67.44 40.46-57.14 15.28
Lender Processing Service... Ips 500 5,045 66 22.145 11,072.50 6,026.84 119.45 12.91-34.88 9.46
Lennox Intemational lii 5,000 210,437.94 39.37 196,850.00 -13,587.94 -6.46 24.37-54.10 23.86
Liberty Media Starz Istza 208 5,027.51 63.78 e 13,266.24 8,238.73 163.87 -

' Logitesh-ntermational logt a5 T-t0-20-t 819
Manitowoc miw 10,000 150,593.40 16.23 162,300.00 11,706.60 7.77 5.76-23.23 77.29
Mednax md 7,000 493,039.41 74.55 521,850.00 28,810.59 5.84 58.48-75.47 16.68
NeuStar Inc nsr 9,000 222,578.55 35.70 321,300.00 98,721.45 44.35 22.24-38.69 2151
Pengrowth Energy pgh 10,000 203,637.46 9.96 99,600.00 -104,037.46 -51.09 7.99-14.60
Perkinelmer pki 5,000 140,405.95 26.6285 133,142.50 -7,263.45 -5.17 17.45-28.75 24.89

“Potmed-Express pets— 45 8511616 14.59
Porifolio Recovery Assoc praa 5,000 240,392.99 69.21 346,050.00 105,657.01 43.95 56.76-90.95 12.58
Quality Systems X gsii 5,000 36,706.20 4441 222,050.00 185,343.80 504.94 33.08-50.70 32.65
Soda Stream SODA 5,000 359,589.59 40.42 202,100.00 -157,489.59 -43.80 27.60-79.72

“Somanaiics BMItS 14559238
South Jersey Ind X s 5,000 187,934.87 54,49 272,450.00 84,515.13 4497 42.85-58.03 20.72

~Stancomp-Financiat sl 4045 24 :

—BlarlgHre——e—— e 34 7-e

Stratasys SSYS 10,000 147,892.59 37.46 374,600.00 226,707.41 153.29 17.88-55.66 3943

—Eynapties- —avRa AL 24.97-.39-28 2290
Synnex X snx 5,000 167,334.95 39.52 197,600.00 30,265.05 18.09 22.56-39.97 9.69
Syntel inc synt 5,000 179,012.80 51.41 257,050.00 78,037.20 43.59 38.10-62.03 19.77
Thoratec Corp X thor 5,000 148,140.15 35.47 177,350.00 29,209.85 19.72 24.75-38.07 29.56
True Religion trig 10,000 166,026.82 27.23 272,300.00 106,273.18 64.01 20.49-37.82 14.72
Urban Qutfitters urbn 5,000 77,065.25 27.07 135,350.00 58,284.75 75.63 21.47-39.26 20.05
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International Stocks 3,681,540.29 3,758,387.50 76,847.21 2.09
Baidu Inc. bidu 5,000 590,629.90 139.15 695,750.00 105,120.10 17.80 100.95-165.96 140.56
BP Amoco bp 5,000 276,165.00 46.23 231,150.00 -45,015.00 -16.30 33.62-49.09 6.89
Diageo deo 3,000 192,052.10 94.28 282,840.00 90,787.90 4727 71.25-94.76
Fabrinet fm 9,000 317,373.53 17.85 160,650.00 -156,723.53 -49.38 11.54-32.91
Genpact X g 5,000 79,683.73 15,92 79,600.00 16.27 0.02 13.09-18.16
P B ot 45:56 3842762760 :
Research in Motion imm 9,000 539,911.36 15.10 135,900.00 -404,011.36 -74.83 12.45-70.54 273
Resesola sol 5,000 117,135.18 2.65 13,250.00 -103,885.18 -88.69 1.45-13.25
Rio Tinto rip 20,000 793,333.25 57.26 1,145,200.00 351,866.75 44.35 40.50-74.99
Shire shpgy 7,000 512,791.47 108.38 758,660.00 245,868.53 47,95 80.74-108.79 N/E
Taiwan Semiconductor tsm 5,000 55,263.45 14.395 71,975.00 16,711.55 30.24 10.75-14.49
Tyco International tyc 3,750 207,301.32 48.91 183,412.50 -23,888.82 -11.52 37.39-53.38 21.64
Cash 0.00 0.00 0.00 0.0
Cash 0.00 0.00
Other 1,002,100.00 1,055,293.00 53,193.00 5.31
DTE Energy Trust dte-a 20,000 500,000.00 2528 e 505,600.00 5,600.00 1.12 -
Entergy Mississippi eymxp 10,000 250,000.00 2561e 256,100.00 6,100.00 244 24.70-26.00
. Entergy Texas edt 10,000 250,000.00 29 290,000.00 40,000.00 16.00 26.50-30.18
L—Ferd-Mator-Co £s 50:84-e— -
Tesoro Logistics tilp 100 2,100.00 35.93 3,593.00 1,493.00 71.10 21.07-35.96 N/E
0.00 0.00 0.00 0.0
DJl 0 0.00 12828.02 0.00 0.00 -
COMPX 0 0.00 2.926.39 0.00 0.00 -
IUX 0 0.00 821.27 0.00 0.00 .
INX 0 0.00 1,347.7¢ 0.00 0.00 .
Totals: A=avg cost 65,512,830.59 109,477,875.93 43,965,045.34 67.11
2/16/2012



! Retiree Healthcare Benefits

Plan & Trust

Board Meeting

| January 11, 2012 at 2;:30 PM

ro Conference Room C
Troy City Hall

500 West Big Beaver

I Troy, Michigan 48084
(248) 524-3330

Agenda

RoLL CALL
ABSENT MEMBERS

MINUTES FROM THE NOVEMBER 9, 2011 MEETING

INVESTMENTS
The Board needs to invest $4,000,000. Please review the recommendations sent by
Waddell &Reed.

OTHER BUSINESS
Audit of Waddell & Reed's internal controls
PuBLIC COMMENT

ADJOURN

Retirement Board/Retiree Healthcare Benefits Plan & Trust Board/2011/01.11.12 - Agenda



RETIREE HEALTH CARE BENEFITS PLAN & TRUST MINUTES —Draft November 9, 2011

A meeting of the Retiree Health Care Benefits Plan & Trust Board of Trustees was held on
Wednesday, November 9, 2011, at Troy City Hall, 500 W. Big Beaver Road, Troy, Mi
48084.

The meeting was called to order at 2:15 p.m.

Trustees Present: Mark Calice
William R. Need (Ex-Officio)
Steve Pallotta
Mitchell Lenczewski
John Szerlag
Thomas J. Gordon, Il

Also Present: Monica Irelan
Thomas Darling, CPA
Justin Breyer
Randy Dziubeck, GRS
Ken Alberts, GRS

Minutes

Resolution # RH - 2011- 11-9
Moved by Szerlag

Seconded by Gordon

RESOLVED, That the Minutes of the October 12, 2011 meeting be approved.

Yeas: All-5

Other Business- OPEB Report

Randy Dziubeck and Ken Alberts presented the OPEB report to the board.

Other Business- Discuss Waddell & Reed- Managed Accounts

The board discussed the options and decided to continue managing the accounts in-
house.

Public Comment
The board thanked Mitch for his years of service and wished him luck in his retirement.

The next meeting is January 11, 2012 at 2:00 p.m. at Troy City Hall, Conference Room C,
500 W. Big Beaver Road, Troy, Ml 48084.

The meeting adjourned at 3:20 p.m.



110 East Broadway

#% WADDELI
—— T Mt. Pleasant, MI 48858
.. | 989-953-7888 » Fox 989-953-7887
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December 29, 2011

Ms. Monica Irelan
Assistant to the City Manager
Coordinator of Continuous Improvements

City of Troy

500 W. Big Beaver Road
Troy, Ml 48084-5285

Dear Ms. Irelan,

Piease find the enclosed packet of information for the Retirement Board Meeting on January 11th.
The 2011 performance report for the Healthcare Trust is included in the Basic Report Package as of
12/27/11—a little earlier than usual due to the Holidays. Page 2 of the report contains the actual
performance of the accounts. [ have highlighted the Year-to-Date numbers and the annual
performance since the accounts were established. Please note on this page that the portfolio
continues to out-pace the Dow Jones and the S&P 500, despite its composition of approximately 70%
equities and 30% fixed income/cash.

Tom Darling copied me in on the email that made reference to the additional $4,000,000 that is to be
invested this quarter, so my recommendations are centered on this amount. The dollar amounts
listed for each fund are simply suggestions, and we will invest the additional funds per the Board's
final approval. Fund Profiles are enclosed, and | would be happy to give you additional insight if
needed.

W&R Advisors Core Investment (UNCMX) — Additional $1 ,000,000

The fund currently represents 7% of the overall portfolio, and adding an additional $1,000,000 (of the
$4,000,000) would move this percentage to 10%. This fund is a Large Cap Growth Fund, and it has a
long track record of being in the top quartile of its Lipper Ranking.

Ivy Managed International Opportunities (IVTAX) — Additional $1 ;000,000

This fund is Foreign Large Blend/Multi-Cap fund that you have owned in the portfolio since June of
2007. It currently represents 6% of the overall allocation, and adding an additional $1,000,000 (of the
$4,000,000) would move this percentage to 8%. It is the only foreign fund in the portfolio, and
Morningstar gives it an overall 4-star rating.
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W&R Advisors Municipal Bond Fund (UNMBX) - Additional $1,000,000

You have owned this fund in the portfolio since January of 2009. It currently represents 12% of the
overall allocation and adding an additional $1,000,000 (of the $4,000,000}) would change this
percentage to 14%. The Municipal Bond Fund is part of the Fixed Income component of your
portfolio, so adding a portion of the new dollars to this category (whether it's this bond fund or one of
the others in the portfolio) will help maintain the current 70/30 asset mix.

The remaining $1,000,000 could be split amongst any of the following three funds or any individually
chosen fund of these three. The first two funds are currently in the portfolio and the third would be a
new fund added to the mix.

WA&R Advisors Small Cap Fund (UNSAX)

The Small Cap Fund was introduced to the portfolio in August of 20089. it currently represents
approximately 9.5% of the overall allocation. Small Cap investing tends to carry more risk than
investing in stocks of larger companies, but we utilize this category for long-term diversification.
Morningstar gives the fund an overall 4-Star Rating.

W&R Advisors Science & Technology Fund (UNSCX)

The Science & Tech Fund currently represents approximately 8.5% of the overall allocation of the
portfolio. 1t is one of the sector funds that the Health Care Trust has owned since establishing the
account in 2006, and it has one of W&R’s longest track records (Fund Inception 5/16/1950).
Morningstar gives it an overall 4-Star Rating, and we are confident that the fund will continue to
provide solid overall diversification.

W&R Advisors Energy Fund (WEGAX) - NEW FUND TO THE PORTFOLIO

This is a relatively new fund (Fund Inception 3/1/2006) and it would be used for diversification
purposes in the portfolio. As its name suggests, the fund’s primary objective is to invest in a wide
variety of Energy companies. The current portfolio does not have direct exposure to the Energy
Sector, so adding this fund would create another layer of diversification. Morningstar gives the
Energy Fund an overall 4-Star Rating.

Thank you for your continued confidence in Waddell & Reed and in me. |f you have questions,
please don't hesitate to contact me at 800.956.0051 or via email at bryanwieferich@wradvisors.com.

Regards,

=

Bryan M. Wieferich, CFP®

CERTIFIED FINANCIAL PLANNER™ Professional
Waddell & Reed
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Basic Report Package

City of Troy BRYAN M WIEFERICH Combined Acceunt Portfolio
500 W Big Beaver Road Waddell & Reed Period: 12/27/2011
Troy, MI 48084 110 E. Broadway Created: 12/28/2011

Suite B

Mt. Pleasant, M| 48858
(989) 953-7888

Holdings by Investor
City of Troy
Acct Name: CITY OF TROY EMPLOYEES RETIREMENT SYSTEM 500 W BIG BEAVER RD TROY M| 48084-5285

Acct No_ Acct Type:Std Int Defined Bene Plan

Assot Name Ticker Asset Class - Mgt. Name Quantity Price ($} Value ($)
WADDELL & REED ADVVANGUARD UNVGX US LARGE CAF WADDELL & 25,721.26 8.30 213,486.49
A -GROWTH EQUITY REED

Account Total: $213,486.49

Acct Name:CITY OF TROY RETIREE HEALTH CARE TRUST MONICA |RELAN PLAN ADM 500 W BIG BEAVER RD TROY
Ml 48084-5285

Acct No NN Acct Type:Corporations
Asset Name ] Ticker  Asset Class Mgt. Name Quantity Price($) ' Value ($)
IVY FUND-BOND FUND A IBOAX US INVESTMENT WADDELL & 100,816.29 10.32 1,040,424.10
GRADE BOND REED
IVY MANAGED INTERNAT'L IVTAX NON-US WADDELL & 157,987.98 7.82 1,235,465.96
QOPPORTUNITIES A DEVELOPED REED :
MARKETS EQUITY
WADDELL & REED ADV ASSET UNASX NON-US WADDELL & 308,171.71 8.52 2,625,623.00
STRAT A . DEVELOPED REED
MARKETS EQUITY
WADDELL & REED ADV BOND FUND UNBDX US INVESTMENT WADDELL & 253.759.91 6.43 1,631,676.25
A GRADE BOND REED
WADDELL & REED ADV CORE UNCMX  US LARGE CAP WADDELL & 259,579.45 572 1,484,794 44
INVEST A GROWTH EQUITY REED
WADDELL & REED ADV DIV INC A WDVAX US LARGE CAP WADDELL & 112,744.57 13.96 1,573,914.24
GROWTH EQUITY REED
WADDELL & REED ADV MUNIBOND UNMBX  US INVESTMENT WADDELL & 330,950.56 7.39 2,445,724.65
A GRADE BOND REED
WADDELL & REED ADV NEW ~ UNECX US MID CAP EQUITY WADDELL & 345,623.60 9.28 3,207,386.96
CONCEPTS A REED
XVADDELL & REED ADV SCI& TECH UNSCX US MID CAP EQUITY ‘IIRVQEE?ELL & 194,284.64 8.99 1,746,618.91
WADDELL & REED ADV SMALE CAP  UNSAX US SMALL CAP WADDELL & 145,239.83 13.32 1,834,584 .55
A EQUITY REED
WR ADVISORS ACCUMULATIVE A~ UNACX US LARGE CAP WADDELL & 235,796.66 7.40 1,744,895.25
GROWTH EQUITY REED i
Account Total: $20,671,118.32
Investor Total: $20,884,604.81

Incomplete if presented without accompanying disclosure pages Page 10of 4
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Basic Report Package

BRYAN M WIEFERICH
Waddell & Reed

110 E. Broadway

Suite B

Mt. Pleasant, Ml 48858
(989) 953-7888

City of Troy
500 W Big Beaver Road
Troy, Ml 48084

Combined Account Portfolio
Period: 11/18/2005-12/27/2011
Created: 12/28/2011

Portfolio Snapshot

i tart Dato
As of: 12/27/2011 Bilks & (3)

Portfolio Value 187008
Beginning Value 0.00

$20,884,604.81 Nst Contributions 18,184,273.09

Change in Value 2,700,331.72

Ending Value 20,884,604.81

Investment Return 4.30%

Performance By Account

Last Year($)
2010
13,777,724.31
3,000,000.00
2,433,845.08
19,211,569.39
15.71%

‘Jrfj

. Last Qtr{$) Selected Period($}

12027711 Q3,201 1118/05 ~ 12/27M1
19,211,569.39  22,531,648.49 0.00
2,000,000.00 0.00 18,184,273.09
-326,964.57 -3,205,550.30 2,700,331.72
20,884,604.81  19,326,008.18 20,884,604.81
55, -14.23% 430%

Acct Name _ Start Date Value($) Allocation{%) Since Start Date(%) LastYear(%) YTD(%) Last Qtr(%) Selected Period(%)
[ Sty 12/2711 12/27/14 2010 1227111 Q3,2011 11/18/05 - 122711
09/22/2006 20,671,118.32 99.0 434 1573 -1.59 -14.23 4.34%
11/18/2005 213,486.49 1.0 244 13.58 2.85 -13.54 244
Portfolio and Benchmark Selected Period: 11/18/2005-12/27/2011
Portfolio Value
$2.74
. [ Porttolic  $20,804,604 ]
113 { W Barchmark 2 $20.677.870 |

e

[#7 Benchmark 4 $20.487.707 ]

3311938.00
-4738522 .00 )
Nov 18 05 Q1,08 03,08 Q1,07 fricRerg a1,08 Q3,00 Q1,09 Q3,08 Q1,10 Q3,10 a1t Q3,0ec 27
Benchmark 1:  Dowe Jones - 30 Industrial Avg
Benchmark 2:  SAP 500 (TR) -
Asset Allocation Asof: 12/27/11  100% = $20,884,604
Asset Class Asset Type
Asset Class Amount{$) Alloc(%) Assat Type Amount($) Alloc(%})
B casH 1,305,536.95 6.3 [ BONDS 4,894,992,15 234
| NON-US BOND 322,934.33 15 [ casH 1,186,988.55 57
Bl NON-US DEVELOPED MARKETS 1,658,301.05 79 [l NON-Us STOCKS 2,058,015.79 0.9
B NON-US EMERGING MARKETS 407,971.04 20 OTHER 891,285.55 43
OTHER 811,091.53 44 [l us sToCKS 11,853,322.77 56.8
| US HIGH YIELD BOND 667,071.26 3.2
Bl US INVESTMENT GRADE BOND 3,767,089.09 18.0
I US LARGE CAP CORE EQUITY 460,010.19 2.2
| USLARGE CAP GROWTH EQUITY 3,404,758.39 16.3
B Us LARGE CAP VALUE EQUITY 1,448,543.27 6.9
US MID CAP EQUITY 4,038,393.01 19.3
US SMALL CAP EQUITY 2,492,904.71 19
Incomplete if presented without accompanying disciosure pages Page 2of4
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Basic Report Package

City of Tray BRYAN M WIEFERICH Combined Account Portfolio
500 W Big Beaver Road Waddell & Reed Created: 12/28/2011
Tray, MI 48084 110 E. Broadway

Suite B

Mt. Pleasant, Ml 48858
(989) 9537888

Disclosure:
Securities offered through Waddell & Reed, member FINRA/SIPC.

Waddell & Reed, Inc. is dually registered as a broker—dealer and federally registered investment advisor and may provide services to clients in one
or both capacities.

This consolidated report is provided for informational purposes and as a courtesy to our customers. Waddell & Reed has an agreement with Albridge
Solutions to implement and host a consolidated reporting platform. Albridge is not a broker-dealer and is not affiliated with Waddell & Reed. Albridge
Solutions is an affiliate of Pershing, LLC. Pershing, LLC is a subsidiary of The Bank of New York Mellon Corporation.

Waddell & Reed believes the data provided by Albridge, CashEdge and the firms with which they have agreements with to be reliable, however, the
aceuracy and completeness of the information is not guaranteed and has not been verifiad by Waddell & Reed. The daia is a compiiation of
information from various financial sources {mutual funds, insurance companies, correspondent brokers, etc.). Also, transactions or adjustments near
the end of the month may not post until the following month which could create a discrepancy between the statements you recsive direclly from the
companies maintaining your accounts and this report. In the event of any discrepancy, the statement you receive directly from the companies
maintaining your accounts is the official record of your holdings and valuation on those statements shall prevail,

Various accounts are listed on this consolidated report which may or may not fully disclose the mutual fund company, insurance company,
custodian, etc. that holds your assets. If you have any questions and want mora information about accounts or where the assets are held please
contact your financial advisor. Your financial advisor can also provide you with customer service addresses and phone numbers for each account
that Waddell & Reed acts as the broker—dealer and/or registered investment advisor. This information can also be found on the official account
statements you receive from the companies that hold your assets.

Values are as of 12/27/2011 unless otherwise noted. Performance data quoted represents past performance and does not guarantee future results.
The investment return and principal of an investment will fluctuate so shares may be worth more or less than the original cost when redeemed. The
values represented in this report may not reflect the true original cost of the client’s initial investment. Calculations and data provided should not be
relied upon for tax purposes, use original confirmations and 1099's instead. Again, the information contained in these re poris is collected from
sources believed to be reliable, however the accuracy and completeness of the information is not guaranteed and is not verified by Waddell & Reed.
We urge you to compare these reports to the official account statements of your account holdings provided at least quarterly from product sponsors
to ensure that the securities holdings listed on these reports provided by your financial advisor match the securities holdings reflected on the official
account statements.

If you have any questions regarding your report, please call the financial advisor listed on the report.
For fee—based investment advisory accounts only:

The figures may or may not reflect the deduction of investment advisory fees. If the investment is being managed through a fee-based account or
agreement, the returns may be reduced by those applicable advisory fees. Refer o Waddell & Reed’s Advisory Services Brochure. The information
contained in these reports is collacted from sources belisved to be reliable, however the accuracy and completeness of the information is not
guaranteed and is not verified by Waddell & Reed. In the event of any discrepancy, the statement you receive directly from the companies
maintaining your accounts is the official record of your holdings and valuation on those statements shall prevail. if you have any questions regarding
your report or find any discrepancy, please call your Financial Advisor,

If you invest in an investment advisory account through Waddell & Reed, Inc., your funds and securities will be held in a separate mutual fund
account owned and controlled by you and/or in a separate brokerage account at Pershing LLC, a qualified custodian. Below are the addresses for
Waddell & Reed Services Company, the transfer agent for the Waddell & Reed Advisors Funds and the lvy Funds ("Transfer Agent"), and Pershing
LLC:

Waddell & Reed Services Company
6301 Glenwood
Qverland Park, KS 66202

Pershing LLC
One Pershing Plaza
Jersey City, NJ 07399

Page 3of 4



Basic Report Package

City of Troy BRYAN M WIEFERICH Combined Account Portfolio
500 W Big Beaver Road Waddell & Reed Created: 12/28/2011
Troy, MI 48084 410 E. Broadway

Suite B

Mt. Pleasant, M! 48858
(989) 953-7888

Pershing is a member of the Securities Investor Protection Corporation (SiPC®). As a result, investor-owned assets held in custody by Pershing are
protected by SIPC, up to $500,000 in value, including $250,000 for claims for un-invested cash awaiting reinvestment. SIPC provides protection for
gligible client assets held in custody by a S$IPC member brokerage firm should the SIPC member firm fail financially and become unable to meet the
obligations to iis clients. SIPC does not protect against losses due to market fluctuation or for client assets not held by a SIPC member. For more
information about investor asset protection, visit SIPC"s web site at www.sipc.org.

If you have guestions regarding which assets and/or accounts on yaur report are eligible for SIPC protection again, refer to www.sipc.org. You can
also contact the company hoiding the assets or contact your Financial Advisor for assistance.

The "Portfolic Value and Benchmark” report graphs your actual core portfolio value over time. The starting point on the graph will always use that
days beginning balance. For fair comparison purposes, buy and sell transactions that occurred in your core portfolio during the period will be applied
to any included Benchmarks. The Net Contribution column in the undertying legend includes all cash flows in and out of the core portfolio, including
but not limited to buys, selis, dividends, interest and fees. If your core portfolio s Net Contribution contains dividend, interest and fees, it will not
represent the same cash flow adjustment that is applied to the benchmarks for fair comparison purposes. Additionally, interest and dividends will
cause increased rate of returns in the legend without a corresponding affect on the graph.

Pie chart slices labeled as "cther" may include securities classified as "other” by the provider of asset classification data, as well as securities that
did not fit in the other slices displayed.

8 The return for this holding represents a partial period relative to the report period requested an the report. At some time during the reporting
period, the holding was not in the portfolio. The pariial period asset will affect the total account's rate of return.

Performance calculations are performed using the internal Rate of Return (IRR) Calculation method

The Internal Rate of Return (IRR) is used 1o calculate the frue, money-weighted rate of return. Like the Modified Dietz calculation, the portfolio or
asset is valued at the starting and ending points of the period. And, cash flows are included based on their timing.

The IRR s related to the time—value of money or present value formula. It calculates the discount rate which will take the starting value and all cash
flaws to result in the ending market value.

Performance returns for time periods longer than 365 days have been annualized.
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Waddell & Reed Advisors

wvestment [UNCMX]

Q3/11 Portfolio information as of September 30, 2011 Infinite Loop Cotagory: M .
Great Amv rican Componies 4,1,
FUND PERFORMANCE "33 LIPPER RANKINGS
Average Annual Total Returns c ry: Lipper Large-Cap Core Funds
Lipper Large- Rank. Percentile
Period Class ANAY  Class A Load Class Y S&P 500 Cap Core
I -Year 169/1,107 16
3-Month -16.65% -21.45% -16.74% -13.87% -19.06%
3-Year 134/990 14
YTD 217% -14.39% -B.99% -8.68% -10.63%
S5-Year 40/835 5
1-Year 2.28% -3.60% 2.58% 1.14% -1.51%

] 10-Year 76/510 15
3-Year 247% QA7% 2.80% 1.23% 0.11% Rankings are for Class A Shares and are based on average
5-Year 1.17% 0.02% 1.47% -1.18% -1.77% annual total retums, but do not consider sales charges.
10-Year 3.75% 3.14% 4.06% 2.82% 2.32%

Life 10.46% 10.37% 6.97% = - MORNINGSTAR STYLE BOX*
Gross Expense 1.18% 1.18% 0.85% - — Source: Momingstor
Net Expense 1.18% 1.16% 0.85% - - i e 7
Inception 10/9/40 10/940 619595 - - i - %
Calendar Year Returns iz
Lipper Large- H g
Year Class A Class Y S&P 500 Cap Core =
2010 20.57% 2091% 15.06% 12.94% i ' ¢
g
2009 23.20% 23.63% 26.46% 27.14% o - =
VALUE  BLEND  GROWTH
2008 -34.48% -34.29% -37.00% -37.23%
2007 14.12% 14.41% 5.49% 56.63% PORTFOLIO MANAGEMENT
2006 16.97% 17.30% 15.79% 13.39%
2005 8.83% 9.16% 491% 5.72% E;ivk de-ﬂ m. CrA c
ed Investment M t Co.
2004 9.83% 10.14% 10.88% 8.29% 13 yeors in industry anegement Lo
2003 17.39% 17.82% 28.68% 24.80% 5 years with fund
2002 -21.98% -21.88% -22.10% -21.23%
Gus C. Zlnn, CFA
2001 -15.30% -14.96% -11.89% -12.83% Waddell & Reed Investment Management Co.
Data quated is past performance and current perfarmance may be lower or higher, Past performance is 13 years in industry
no guarontee of future results. investment ratum and principal value of an investment will fluctuate, and S years with fund
shares, when redeemed, may be worth mare or less than their original cost. Please visit
www.waddell.com for the most recant month-end performance.
OBJECTIVE

! Performance at net assat value {NAV) does not include the effect of sales charges. Class A share
performance, Including sales charges, reflects the maximum applicable front-and sales load of To provide capital growth.
5.75%. Closs Y shares are not subject to sales charges.

! S&P 500 s an unmanaged index of commion stocks. It is nat possible to invest directly in an index,

! Performance results include the effect of a voluntary fee waiver In effect through September 15, INVESTMENT APPROACH
2016. If those amangements had not been In place, the performance results would have been lkower.

The Fund focuses on high-quality, large-capitalization
GROWTH OF A 510,000 INVESTMENT class A shares- 9/30/2001 - 95302011 companies that we believe have sustainable competitive
advantages accompanied by financial strength and earnings
stability, and hove dominant positions in their industries.

20,000
o $14,452
15,000 — — ‘:,‘h__‘____ ——
10000 S
5,000
$10.000 tnitial Investment

9T 02 o3 SN G5 o ST OB TR eI

Assumes an irvestment over 10 years or life of the share class, reinvestment of dividends and caphta! gains, and
does not include the effect of sales charges or taxes.



Waddell & Reed Advisors
wvestmeni Fund [UNCMX] |

Q3/11 Portfolio information as af September 30, 2011 Infinite Loop Category: TS E'{
Great Amedcan Comparies | .1, ..

frratnt St e

PORTFOLIC COMPOSITION® TOP 5 SECTORS?®
(as a % of net assets) { as a % of equity holdings) TICKER SYMBOL
Consumer Discretionory 23.9% Class A UNCMX  ClassY UNIYX
BomestelSommoniSiesk 92.0% Information Technology 22.6% Class B UNIBX
el ALY Consumer Staples 13.8% ClassC  WCCIX
Cash and Cash Equivalents 3.5% Industrials 12.4%
Energy 10.3% PORTFOL!IO CHARACTERISTICS®
TOP 10 EQUITY HOLDINGSS Fund Inception 10/5/1940
{g2a ® of net omets) Net Assets $2.5 bi
Apple 5.4% Dividends Quarterly
Precision Castparts 5.2% Tumover Rate (6/302011) 79%
Harley-Davidson 4.9% Number equity holdings 43
ConocoPhillips 4.8% Median market cep $22.4 bil
CBS Corporgtion 4.1% Alpha 23¢9
Capital One Financial 3.4% Beta 0.98
Google 3.1% R-Squared 23.86
Time Warner Cable Inc. 3.0% Stondard Deviation 18.58
Magy's Inc. 3.0% Shatpe Ratio 0.02
Oracle Corporation 2.8%

Consider all factors. As with any mutual fund, the vafue of the Fund’s shares will change, and you could lose money on your investment. Intemational investing involves additional
risks, such as currency fluctugtions and polifical instability. An investment In the Fund is not a bank deposit and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other govemment agency. These and other risks are more fully describe in the fund’s prospectus.

* The style box reveals a fund's investment strategy by displaying the fund’s investment style and the market capitalization of the stocks owned.

3 Information is subject to change and is not Intended to represent any past or future investment recommendations.

Alphg, Beta, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund’s actual retumns
and expected performance, given its level of risk (as measured by beta). Beta reflects the sensitlvity of the fund's retum to fluctuations in the market Index. R-squared
indicated how much of a fund’s fluctuations were attributable to movements in the fund’s benchmark. Standard deviation Is @ measure of how volatile a fund's retums are.
Sharpe ratio is a measure of a fund’s dsk-adjusted performonce.

Investors should consider the Investment objectives, risks, charges and expenses of a fund carefully before WADDEI.L
investing. For a prospectus, or If available, a summary prospectus containing this and other information for the &REED
Waddell & Reed Advisors Funds, call your financial advisor or visit us online at www.waddell.com. Please read the

prospectus carefully before Investing. Advisors Funds

Not A Deposit | Mot FDIC Insured | Moy Lose Value | No Bank Guarontee | Mot Insured By Any Federal Government Agency Waddell & Reed, Inc. MFAT787 (10/11)
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Q3/11 Portfolio information as of September 30, 2011

FUND PERFORMANCE?
Average Annual Total Returns

MSC] AC World ex  Lipper Int. Multi-

Period Class ANAY Class ALoad Class Y U.5.A, Cap Core
3-Month -21.37% -25.89% -21.31% -19.85% -20.04%
YD -18.93% -23.59% -18.86% -16.80% -17.07%
1-Year -13.40% -18.38% -13.32% -10.81% -10.99%
3-Year 1.01% 0.97% 1.02% 0.52% -0.57%
Life -3.68% -4.94% -3.66% -4.81% -6.00%
Gross Expense 1.65% 1.65% 1.67% - -
Net Expense 1.65% 1.65% 1.65% - -
Inception 412107 41207 Af2/07 — —
Calendar Year Returns

MS5CI AC World ex Lipper Int. Multi-
Year Class A Class Y U.5.A. Cap Core
2010 11.78% 11.67% 11.15% 11.41%
2009 37.78% 37.84% 41.45% 33.31%
2008 -40.35% -40.35% -45.53% -43.02%

Dot quoted is post performance and cument performance may be lower or higher. Post performance is
no guarentea of future results. Investment retumn and principal vatue of on investment will fluctucte, and
shares, when redeemed, may be worth more or luss than their original cost.

! Performance at net asset value (NAY)} does not Include the effect of sales chorges. Class A share
performance, including soles charges, reflects the maximum applicable front-end sales load of
5.75%. Closs Y shares are not subject to sales charges.

¥ MSCI AC World Ex USA s an unmanaged index comprised of securities that represent the securities
around the world excluding the USA. Itis not possible to invest directly in an index. Source:; MSC.
MSCI makes no express or Implied warranties or representations and shall have no liability whatsoever
with respect to any MSCI data contained herein. The MSCI data may net be further redistributed or
used to create indlces or financial products, This report is not approved or produced by MSCI.

GROWTH OF A $10,000 INVESTMENT Guss A shares- 4/2/2007 - 93012011

15,000
$8,449
10,000 e _— i —
5,000 %
SO0 Bt Ioeyoen -
407 6/07 9/07 12/07 3/08 6/08 9/0B 12/08 H0P 6709 S0P 12009 1D &10 H/10 116 311 &1 Sl

Assurmes an investment over 10 years o life of the share class, retnvestrent of dividends and capital gains, and
does not include the effect of soles charges or taves,

Infinite Loop Cotegory:
Glabal Rebaloncing

% e
Overall Momingstar Rating*

Class A Shares among 735 Foreign Large Blend funds.

Based on risk-adjusted retums. The fund received

4 stars for the 3-year perlod amang 735 funds.

LIPPER RANKINGS
Category: Lipper Intemational Multi-Cap Core Funds

Rank Percentile
1-Year 172215 80
3-Year 56/198 2%

Rankings are for Class A Shares and are based on cverage

annual total retumns, but do not consider sales charges.

MORNINGSTAR STYLE BOX?
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Spurue: Morning;tar

PORTFOLIO MANAGEMENT
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Michoe! L. Avery
Ivy Investment Management Co.
33 years In industry
4 years with fund

OBJECTIVE

To seek to provide capital growth and appreciation,

INVESTMENT APPROACH

The Fund seeks to provide Investors o well-diversified portfolio
of Intemational stocks, with modest complement of bonds, by
investing primarily in Class | shares of lvy Funds Intemational
mutual funds. Each underlying fund, in tum, Invests in a

diversified portfalic of foreign securities. The portfolio

manager has the flexibility to adjust the mix so that any one
fund might rapresent between 10 and 40 percent of the

portfolio,



vy

Q3/11 Porifolio information as of September 30, 2011 Infinite Loop Category: %
Global Rebnlancing
PORTFOLIO COMPOSITION? TOP 5 SECTORS*
{as @ % of net assets) (as a % of equity holdings) TICKER SYMBOL
F . Stock 85.1% Financials 19.7% Class A IVTAX Closs Y IVTYX
oreign o:m:n tocl 2-9% Information Technology 16.4% ClassB  IVTBX Class | IVTIX
Corporate Bonds g Industrials 10.7% ClassC  IVTCX
Domestic Common Stock. 0.4%
Telecommunication Services 10.1%
Govermnment Bonds 0.1% c S— o PORTEOLIO
onsumer Discretionary .
Cash and Cash Equivalents 11.5%
= 4 , CHARACTERISTICS’
TOP 5 CO‘UNT‘RIES Fund Inception 41212007
TOP 10 EQUITY HOLDINGS* {as o % of equity holdings) )
{as a % of net assets) " Net Assets $163.0 mil
i China 14.5%
N - Dividends Annually
TOTAL {France) 1.8% United Kingdom 11.6% Tumover Rate
Telstra Corp. (Australia) 1.6% firance 9.7% (6/30/2011) 3%
Linilever (United Kingdom) 1.5% Taiwan 8.5% Alpha 0.35
Somsung Electronics {South Korea) 1.4% South Korea 8.4% Beta 0.92
CITIC Securities Company Limited, H Shares PORTFOLIO C,ON[PC)S]’[‘](:)N4 R-Squared 96.88
{China) 1.2% (a5 0% of net ossets) Standard Deviation 24.43
SanolisAventisI{Erance) s Ivy Pacific Opportunities Fund 35.8% Sharpe Ratio 0.03
Royal Dutch Shell ple, Class A {United
Kingdorm) 1.0% Ivy International Balanced Fund 22.4%
Vivendi Universal (France) 1.0% Ivy Intematichal Core Equity Fund 20.7%
Danone (France) 1.0% fvy International Growth Fund 10.8%
Softbank Corp. (Japan) 0.9% fvy European Opportunities Fund 10.3%

Consider all factors. Intemational investing involves additional risks, inciuding currency fluctuations, political or economic conditions affecting the foreign country, and differences In
accounting standards and foreign regulations. These risks are magnified in emerging markets. lnvesting In a single region involves greater risk and potential reward than investing in a
rmore diversified fund. The performance of the Fund will depend on the success of the allocations among the chosen underlying funds. As with any rmutual fund, the value of the Fund's
shares will change, and you could lose maney on your investment. An investment in the Fund is not a bank deposit and s not insured or guaranteed by the Federal Deposit Insurance
Corporation ar any other govemment agency. These and ether risks are more fully describe in the fund’s prospectus. Not all funds or fund classes may be offered at all broker/dealers.

3 The style box reveals a fund’s investment strategy by dispiaying the fund’s investment style and the market capitalization of the stocks owned. The style box reveals a fund's Tnvestment
strategy by displaying the average credit quality of the bonds owned and the interest rate sensitivity, as measured by @ bond's maturity. The Momingstar Style Box reveals o fund's
investment style as of the doted noted on this report. For fixed-income funds, the vertical axds shows the credit quality of the bonds owned and the horizontal axis shows interest rate
sensitivity as measured by a bond’s effective duration. Momingstar seeks credit rating information from fund companies on a periodic basis {2.9., quorterly). In compiling credit rating
information, Momingstar instructs fund companies to only use ratings that have been assigned by a Natianally Recognized Statistical Rating Organization (NRSRO). If two NRSROs
have rated a securlty, fund companies are to report the lowest rating; if three or more NRSROs have rated the same security differently, fund companies are to report the rating that is
in the middle. Credit quality breakdowns are shown for corporate-bond holdings and depict the quality of bonds in the underlying portfolio, The report shows the percentage of fixed-
income securities that fall within each credit quality rating as assigned by an NRSRO. Bonds not rated by an NRSRO are included in the not rated {NR) category. PLEASE NOTE:
Momingstar, inc. is not itself an NRSRO nor does it issue a credit rating on the fund. An NRSRO rating on a fixed-income security can change from time-to-time. For credit quality,
Morningstar combines the credit rating information provided by fund companies with an average defoult rate calculation to come up with a weighted-average credit quality. The
weighted-average credit quallty is currently a letter that roughly comesponds to the scale used by a leading NRSRO. Band funds are assigned o style box placement of “low,”
“meadium,” or “high” based on their average credit quality, Funds with a low credit quality are those whose weighted-average credit quality is determined to be less than “BBB-”
medium are those less than “Af-," but greater or equal to “BBB-;* and high are those with a with a weighted-avenage credit quality of YAA-" or higher. When classifying a bond
portfotio, Momingstar first maps the NRSRO credit ratings of the underlying holdings to their respective default rates (as determined by Momingstar's analysis of actual histarical default
rates). Momingstar then averages these default rates to determine the average default rate for the entire bond fund. Finally, Momingstar maps this averoge default rate to its
corresponding credit rating along a convex curve, For interest-rate sensitivity, Momingstar obtains from fund companies the average effective duration. Generally, Momingstar classifies
a fixed-income fund's interest-rate sensitivity based on the effective duration of the Momingstar Core Bond [ndex (MCBI), which is currently three years. The classification of Limited will
be assigned to those funds whose average effective duration 1s between 25% to 75% of MCBI's avevage effective duration; funds whose average effective duration is between 75% to
125% of the MCB! will be classified as Moderate; and those that are at 125% or greater of the average effective duration of the MCBI will be classified as Extensiva.

* Information is subject to change and is not intended to represent any past or future investment recommendations.

5 Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratic are 3 year statistics that represent the fund's oldest share class. Alpha is a measure of a fund’s actual retums and
expected performance, given its level of risk {as measured by beta). Beta reflects the sensitivity of the fund’s retumn to fluctuations in the market index. R-squared indicated how much of
a fund’s fluctuations were atiributable to movements in the fund’s benchmark. Standard deviation is a measure of how volatile a funds retums are. Sharpe ratio is a measure of a
fund's risk-adjusted performance.

" For each fund with at least a 3-year history, Momingstar calculates a risk-adjusted return measure that accounts for variation in a fund's manthly performance (including the effects of
all sales charges), placing emphasis on dowrward variations and rewarding consistent performance. The top 10% of funds In each category receive 5 stars, the next 22.5% recelve 4
stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive 1 star. {Each share closs Is counted as a fraction of one fund and rated sepanately.) A
fund's overalt rating is derived from a weighted average of the 3-, 5- and 1C-year (if applicable) rating metrics. Momingstar Rating is for the share classes specified; other classes may
have different performance characteristics.

Investors should ider the i ¢t objectives, risks, chorges and exp of a fund fully before *
investing. For o prospectus, or if avalloble, o Yy prospectus, ining this and other information for the Ivy v . UNDS
Funds, call your financiol advisor or visit us online at www.ivyfunds.com. Please reod the prospectus or summary
prospecius corefully bafore investing. THE WORLD COVERED

Mot A Deposit | Mot FDIC Insured | MayLoseVale | No Bonk Guorortes l Not Insured By Any Federal Govemment Agency Ivy Funds Distributor, Inc. TMF7375 (10/11)
]



Waddell & Reed Advisors

Municipal Bond Fund [UNMBX]

I Q3/11 Portfolio information as of September 30, 2011

FUND PERFORMANCE'?

LIPPER RANKINGS

Average Annual Total Returns

Category: Lipper General Municipal Debt

S&P Investortools Lipper General Funds
Period Class A NAVY Class A Load Main Muni Bond Municipal Debt Rank Percentile
3-Month 3.86% -0.56% 3.69% 3.64% 1-Year 71/237 30
YTD 7.70% 3.12% 8.45% 8.24% 3-Year S4/214 26
1-Year 3.40% £0.99% J.87% 2.77% 5-Year 7/188 4
3-Year 7.96% 6.41% 7.95% 7.15% 10-Year 42157 27
5 Year 5.21% 4.20% 4.69% 3.49% Rankings are for Class A Shares and are based on average
annual total returns, but do not consider sales charges.
10-Year 4.58% 4.13% 5.10% 4.04%
Life 6.02% 5.89% - -
Gross Expense 0.95% 0.95% - = MORNINGSTAR STYLE BOX?
Net Expense 0.95% 0.95% - - Source: Momingstar
Inception ‘ 11/5/76 11/5/76 - - &k = IR & '—';
Calendar Year Returns . 2
5&P Investortools Lipper General !: i - :

Year Class A Main Muni Bond Maunieipal Debt s nﬁ

- <
2010 2.92% 2.45% 1.73% -
2009 13.15% 14.62% 16.85% ! g
2008 -1.18% -5.09% 9.09% ek, e

SHORT  INT LONG
2007 3.26% 2.81% 1.38%
2006 3.65% 5.30% 5.10% PORTFOLIO MAN ME
2005 2.00% 4.16% 3.70% AGE NT
2004 3.47% 4.95% 4.14% Bryan J. Balley
Waddell & Reed investment Management Co.

2003 4.70% 5.82% 5.34% 23 years in industry
2002 2.12% 211% B.63% 11 years with fund
2001 1.86% 5.11% 4.15%
Data quoted i past performance ond current perfonmance may be lowsr or higher. Past performanca is no
guarantee of future results. Investment return and principal value of an investment wil fluctuate, and OBJECTIVE

shares, when nedeemed, may be worth more or less than thelr original cost. Please vist www.waddell.com
for the moat racent month-end performance.

' Parformance at net asset value (NAV) does not include the effect of sales charges. Class A share
performance, including sales changes, reflects the mmdmum applicable front-and sales load of 4.25%.
Class Y shares are not subjact to sales charges.

? Standard & Poor's/investortaols Main Municipal Bond is an unmonaged index comprised of bonds
held by managed municipal bond fund customers of Standard & Poor's Securities Pricing, Inc. that are
priced daily. It is not possible to invest directly In an index,

GROWTH OF A $10,000 INVESTMENT Ciass A shares- 9/30/2001 .5/30/2011

20,000
$15,653

15,000 —_
10,000

5,000

TR R R T BT T A I A R

Assumes an Investment over 10 yeors or life of the share class, reinvestment of dividends and capital gains, and
does not include the effect of sales chorges or taxes.

To provide income thdt is not subject to Federal income tax.

INVESTMENT APPROACH

Qur investment approach uses a cautious top-down
managernent style that seeks to de-emphasize aggressive
interest-rate bets in favor of opportunities presented by the
shape and slope of the yield curve, while keeping overall Fund
duration relatively neutral to our benchmark. Prudent
diversification between sectors, states, security structures,
positions and rotings categories is strongly emphasized, with
the geal of reducing overafl risk and performance volatility,



Waddell & Reed Advisors

Municipal Bond Fund [UNMBX]

| Q3/11 Portfelio information as of September 30, 2011

PORTFOLIO COMPOSITION? QUALITY?® TICKER SYMBOL
as a % of net assets) bond holdi
{ {as a % of bond holdings) Clos A UNMEX
Revenue Bonds 56.0% Govt 0.0% ClassB WBMBX
Insured Bonds 24.8% AN 3.9% ClassC  WCMBX
General Obligation Bonds 7.2% AA 32.6%
ereiunderETi ST% p s CHARACTRRISTICS
Cash and Cash Equivalents 5.4% EED 25:4%
BB 0.1% Fund Inception 11/05/1976
B 0.0% i
TOP 10 HOLDINGS* Net Assets $788.8 mil
(os o % of net assets} Below CCC 0.2% Dividends Monthly
Non-Rated 5.4% Tumover Rate (6/30/2011) %
TX Tpk Authority, Central TX Turnplke System,
First Tler Revenue Bonds, Series 2002-A 1.5% " Number of Holdings 325
MATURITY
City of Philadeiphia, Pennsylvania, General (as a % of bond holdings) _Alpha 1.62
Chbligation Refunding Bonds, Series 2008A 1.5% Beta 0.75
<1 Yeor 4.3% -
WA Public Power Supply System, Nuclear Proj R-Squared 94.07
No, 1, Refunding Revenue Bonds, Series 19898 1.3% 1.5 Years 14.2% —
610 Y 12.4% Standard Deviation 4.27
IN State Ofc Bldg Comsn, Capital Complex Rev ears ¢ N
Bonds, Series 19908 (St Ofc Bldg | Facility) 1.2% 11-20 Years 9099 Sharpe Ratio 0.84
North Texas Tollway Authority, System Revenue >20 Years 36.3% AvetageiMenityiyeors 15.35
Refunding Bonds, Series 2008D 1.1% Effective Duration years 8.32
State of Califomia, Vorious Purpose General Consldar all foctors. Fixed income securities are 30 Day SEC Yield 2.98%
QObligation Bonds 0.9% subject to interest rate risk and, os such, the net
R asset value of the fund may fall as interest rates
Pennsylvania St Tpk Commn 0.9% rise. As with any mutual fund, the value of the
Lancaster indep Schoal District (Dallas Cty, TX), Fund’s shares will change, and you could I?se
Unlimited Tax School Building Bonds,Series 2004 0.9% money on your Investment, An investrent in the
Fund Is not a bank deposit and s not insured or
Miomi-Dade County, Florida, Water and Sewer guaranteed by the FDIC or any other government
System Revenue Refunding Bonds, Series 20088 0.8% agency. These and other risks are more fully
Cranwith of PR, Public Improvement Refunding described in the fund’s prospectus. The Fund may
Bonds {General Obligation Bonds), Series 2004 A 0.7% Inelude a significant portion of its investments
will pay irterest that is taxable under the
Altemnative Minimum Tax (AMT).

? The style boxes reveal a fund'’s Investment strategy by displaying, for fixed income, the average credit quality of the bonds owned and the interest rate sensitivity, as measured by a bond’s
raturity. The Momingstar Style Box reveals a fund's investment style as of the dated neted on this report. For fixed-income funds, the vertical eods shows the credit quality of the bonds
owned and the horizontal axis shows interest rate sensitivity as measured by a bond's effective duration. Morningstar seeks credit rating information from fund companies en a perlodic
basis (e.g., quarterly). In compiiing credit rating information, Mermingstar instructs fund companies to only use ratings that have been assigned by a Nationally Recognized Statistical
Rating Organization (NRSRC). if two NRSROs have rated a security, fund companies are to report the lowest rating; I three or more NRSROs have rated the same security differently,
fund compoanies are to report the rating that Is In the middle. Credit quality breakdowns are shown for corporate-bond holdings and depict the quality of bends in the undertying portfolio.
The report shows the percentage of fixed-income securities that fall within each credit quality rating os assigned by an NRSRO. Bonds not rated by an NRSRO are included in the not
rated {NR} category. PLEASE NOTE: Momingstar, tnc. is not itself an NRSRQ nor does it issue a credit rating on the fund. An NRSRO rating on a fixed-income security can change from
time-to-time, For credit quality, Momingstar combines the credit rating information provided by fund companies with an average default rate colculation to come up with o weighted-
average credit quality. The weighted-average credit quality is currently a letter that roughly corresponds fo the scale used by a leading NRSRO. Bond funds are assigned a style box
placement of “low,” “medium,” or “high” based on their average credit quality. Funds with a low credit quality are those whose weighted-average credit quality is determined to be less
than “BBB-* medium are those less than “AA-" but greater or equal to “BBB-;” and high are those with a with a weighted-average credit quality of “AA-" or higher. When classifying a
bend partfolio, Momingstar first maps the NRSRO credit ratings of the underying holdings to their respective default rotes {as determined by Morningstar’s analysis of actual histarical
defautt rates). Morningstar then averages these default rates to determine the average default rate for the entire bond fund. Finally, Momingstar maps this average default rate to its
corresponding credit rating along a convex curve, For interest-rate sensitivity, Momingstar obtains from fund companies the average effactive duration. Generally, Morningstar cdlassifies a
fixed-income fund's interest-rate sensitivity based on the effective duration of the Momingstar Core Bond Index {MCBI), which is currently three years. The clossification of Limited will be
assigried to those funds whase average effective duration is between 25% to 75% of MCBI’s averege effective duration; funds whose average effective duration is between 75% to 125%
of the MCBI will be classified as Moderate; and those that are at 125% or greater of the average effective duration of the MCBI will be classified as Extensive. For municipal bond funds,
Momingstar also obtains from fund companies the average effective durdtion. |n these cases, static breakpoints are utilized, These breakpoints are as follows: (i) Limited: 4.5 years or less;
{if) Moderate: more than 4.5 years but less than 7 years; and (jil) Extensive: more than 7 years. In addition for non-US taxable and non-UJS domiciled fixed income funds static duration
breakpoints are used: (i} Limited: less than or equal to 3.5 years; (ii) Moderate: grecter than 3.5 and less than or equal to & years; and (ill) Extensive: greater than & years.

* Information is subject to change and is not intended to represertt any past or future Investment recommendations.

* Ratings obtained from Standard & Poor's. For securities not rated by Standard & Poor's, ratings ebtained from Moody's.

¢ Alpha, Beta, R-Squared, Standord Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund’s actual retums and expected
performance, given its level of risk (s measured by beta). Beta reflects the sensitivity of the fund’s retum to fluctuations In the market index. R-squared indicated how much of a fund’s
fluctuations were attributable to movements in the fund’s benchmark. Standard deviation is a measure of how volatile o fund’s retums are. Shorpe rotio Is a measure of a fund’s risk-
adjusted perdformance.

7 30-Day SEC Yield represents hypothetical net investrnent Income earned by a fund over a 30-day peried, expressed as an annwal percentage rate based on the fund's share price at the
end of the 30-day period. This hypothetical income will differ (ot imes, significantly} from the fund's actual experience; as a result, income distributions from the fund rmay be higher or
lower than implied by the SEC yield.

Investors should consider the Investment objectives, risks, charges and expenses of a fund carefully before Investing. WADDELL
For a prospectus, or If available, 3 summary prospectus containing this and other information for the Waddell & Reed &REH)
Adwvisors Funds, call your financial advisor or visit us online at www.waddell.com. Please read the prospectus or

summary prospectus carefully before Investing. Advisars Funds

Not A Deposit | NotFDIC Insured | MayLloseValue | NoBank Guorantee | Not Insured By Any Federol Gavenment Agency Waddell & Reed, Inc. MFA1800 (10111}



Waddell & Reed Advisors

Small Cao Fund [UNSAX]

Q3/11 Paoryfolio information as of September 30, 2011

FUND PERFORMANCE"#3*

Average Annual Total Returns

Russell 2000  Lipper Small-

Period Class A NAY  Chass A Loaod Class Y Growth Cap Growth
3-Month -22.63% -27.08% -22.59% -22.25% -22.49%
Y1D -14.03% -18.97% -13.83% -15.57% -14.79%
1-Year -1.77% -7.42% -1.39% -1.12% 0.61%
3-Year 8.89% 6.76% 9.52% 2.07% 2.94%
S5-Year 4.12% 2.89% 4.70% 0.96% 0.51%
10-Year 7.11% 6.47% 7.69% 5.45% 5.06%
Life 6.26% 5.73% 6.84% — -
Gross Expense 1.64% 1.64% 1.07% - -
Net Expense 1.64% 1.64% 1.07% - -
Inception 10/4/9% 10/4/99 10/4/99 - ~
Calendar Year Retums

Russell 2000 Lipper Small-
Year Class A Class Y Growth Cap Growth
2010 35.94% 36.83% 29.09% 27.62%
2009 42.97% 43.89% 34.47% 36.20%
2008 -37.71% -37.33% -38.54% -42.10%
2007 7.69% B.27% 7.05% 9.68%
2006 6.16% 6.66% 13.35% 10.65%
2005 12.37% 12.97% 4.15% 5.34%
2004 13.26% 13.87% 14.31% 10.79%
2003 34.52% 35.35% 48.54% 44.77%
2002 -16.70% -16.17% -30.26% -27.63%
2001 -3.95% -3.45% -9.23% -12.97%

Data quoted is past parformance and cumment performanca may be lower or higher. Past performance Is
ne guarantee of future results. Investment retum and principat value of an investment will fluctuate, and
shares, when redesmed, may be worth more or less than thelr originol cost. Plecse visit
www.waddell.com for the most recent month-end performance.

w

Performance at net asset value (NAY) does not incduds the effect of sales charges. Class A share
performance, including sales charges, reflects the maximum applicabla front-end scles load of
5.75%. Class Y shares are not subject to sales charges.

Performance results include the effect of expense reduction arrangements. If those amrangements hod
not been in place, the performance results would have been lower.

Russell 2000 Growth Is an unmanaged index comprisad of securities that represent the small cap
sector of the stock market, It is not pessible to invest directly in an index.

Performance results Include the effect of a voluntary fee waiver in effect through September 16,

201 6. If those arrangements had not been In place, the performance results would have been lawer.

GROWTH OF A $10,000 INVESTMENT Class A shares- 9/36/2001 - 93012011

lnfinite Loop Category: 1|
Tanovation & Transformation Lﬂ

L& & & 1

Overall Morningstar Rating*

Class A Shares among 661 Small Growth funds.
Based on risk-adjusted returns, The fund received
4 stars for the 3-year period among 661 funds,

4 stars for the 5-year pericd among 564 funds and
4 stars for the 10-year period among 358 funds.

LIPPER RANKINGS

Category: Lipper Small-Cap Growth Funds

Rank Percantile
1-Year 268/495 55
3-Year 17/430
5-Year 27/372 8
10-Year 26/239 11

Rankings are for Class A Shares and are based on average
annual fotal retumns, but do not consider sales charges.

MORNINGSTAR STYLE BOX®

Source: Momingstar
e e

AT

e
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VALE  BLEND  GROWTH

PORTFOLIO MANAGEMENT

Timothy J. Miller, CFA
Waddell & Reed Investment Management Co.
32 years in industry
1 yeor with fund

OBJECTIVE

To provide growth of capital.

INVESTMENT APPROACH

25,000
20,000 — jlﬂ#}.,
= o e e ‘
15,000 -f” TR
g —
10,000 g
0% 17 $10,000 Initiat Inyesiment

S0 90 8

Assumes on investment over 10 years or Ife of the shore closs, relrvestment of dividends ond capital gains, and
does not inchude the effect of sales chorges or toms,

TR S 7 B T RS T A )

We employ a bottom-up process focusing on a long-term
growth and superior financial characteristics. We seek
companies with long-term growth potential with superior
financial characteristics and therefore, higher quality than
many other small-cap companies,



Waddell & Reed Advisors

Smali Can Fund [UNSAX]

‘ Q3/11 Portiolio information as of September 30, 2011 Infinive Loop Categury:

fnnevation & Transfermation

PORTFQOLIO COMPOSITION® TOP 5 SECTORS®
{as a % of net assets) ( as a % of equity holdings) TICKER SYMBOL
Information Technology 30.1% Class A UNSAX  ClassY  WRSYX
Domestic Common Stock 97.9% Industrials 18.6% Class B WRSEX
Foreign Common Stock 0.7% Consurner Discretionary : 15.8% ClassC  WSCCX
Cash and Cash Equivalents 1.4% Health Care 12.5%
Financials 11.6% PORTFOLIO CHARACTERISTICS?
TOP 10 EQUITY HOLDINGS® Fund Inception 10/4/1999
{as 9 % of net assets) Net Assets $604.1 il
Waste Connections 4.1% Dividends Annually
Volcano 4.0% Tumover Rate (6/30/2011) 65%
{Inder Armour 3.5% Number equity holdings 59
MICROS Systems 3.5% Median market cap $1.4 bil
Diamond Foeds, Inc. 3.3% Alpha . 3.08
Westinghouse Air Brake Technologies 3.1% Beta 0.90
0S| Systems Inc 3.0% R-Squared 93.14
Panera Bread Company 2.9% Standard Deviation 22.29
SVB Financial Group 2.5% Sharpe Ratio 0.11
Graco 2.4%

Conslder all foctors. Investing in smali-cap stocks may camy more risk than investing in stocks of larger, more well-established companies. As with any mutual fund, the value of the
Fund’s shares will change, ond you cauid lose money on your Investment. An investment in the Fund is not o bank deposit and s not insured or guaranteed by the Federal Deposit
Insurance Corparation or any other govemment agency. These and other risks are more fully described in the fund's prospectus.

* The styie box reveals a fund's investment strategy by displaying the fund’s investment style and the market capitalization of the stocks owned.

Information is subject to change and is not intended to represent any past or fiture investment recommendations.

~

Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund's actual retumns
and expected performance, given Its level of risk {as measured by beta). Beta reflects the sensitivity of the fund’s retum to fluctuations in the market index. R-squared
indicated hew much of @ fund’s fluctuations were attributable to movements in the fund’s benchmark. Standard deviation Is o measure of how voldtile a fund’s returns are.
Sharpe ratio is o measure of a fund’s risk-adjusted performance.

" For each fund with at least a 3-year history, Morningstar calculates a risk-adjusted retum measure that accounts for variation in a fund's monthly performance {including the
effects of all sales charges), placing emphasis on downward variations and rewarding consistent performance. The top 10% of funds in each category receive 5 stars, the next
22 5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottorn 10% receive 1 star. {Each share dass is counted as a fraction of one fund
and rated separately.) A fund's overall rating 1s derived from a weighted average of the 3-, 5- and 10-year (if applicable) rating metrics. Morningstar Rating is for the share
classes specified; other classes may have different perfformance characteristics.

Investors should consider the investment objectives, risks, charges and expenses of a fund carefully before WADDE[_:L
investing. Fora prospectus, or If available, a summary prospectus containing this and other Information for the &REH)
Waddell & Reed Advisors Funds, call your financlal advisor or visit us online at www.waddelLcom. Please read the

prospectus ar summary praspectus carefully before investing. Advisors Funds

Mot A Depesit | Not FDIC Insured | Moy Lose Value | Mo Bank Guorantee | Mot Insured By Any Federol Government Agency Woaddell & Reed, Inc. MFAFZ9T (10/11)



Waddell & Reed Advisors

Science and Technology Fund [UNSCX]

Q3/11 Portfotio information as of September 30, 2011 tnfinite Loop Category: | _T__
tonevation & Transformation | Sl

FUND PERFORMANCE'? * kA ok

e Annual Total Returns Overall Momingstar Rating™
Averag u Class A Shares among 177 Technology funds.

S&P North Based on tisk-adjusted returns. The fund received

Ameri Tech  Lipper Science 2 stars for the 3-year period among 177 funds,
Period Class A NAY  Class A Lood Class Y Sector & Technology 4 stars for the 5-year period among 169 funds and
3-Month -16.55% -21.35% -16.53% -10.63% -16.70% 4 stars for the 10-year period among 131 funds.
YTD -1117% -16.27% -10.92% -7.93% ~13.21%
1-Year -2.53% -B.14% 2.26% 2.30% -2.36% LIPPER RANKINGS
3-Year 2.17% 3.11% 5-56% 7.67% 7.81% Category: Lipper Science & Technology Funds
S-Year 3.95% 2.72% 4.31% 3.74% 2.32% Ronk Percentile
10-Year 6.85% 6.22% 7.24% 4.66% 451% 1-Year 87/160 55
Life 11.12% 11.01% 10.39% - — 3-Year 118147 80
Gross Expense 1.40% 1.40% 1.05% - - 5-Year 50/137 37
Net Expense 1.40% 1.40% 1.05% - - 10-Year 19/105 18
Inception 5/16/50 5/16/50 2127196 - - Rankings are for Class A Shares and are based on averoge

annual total returns, but do not consider sales charges,

Calendar Year Returns

S&P North
Year Class A Class ¥ Macror Pioberion MORNIBCSIAR-STRLEIBOXS
2010 12.16% 12.44% 12.65% 20.31% [Souesbombastar
2009 42.73% 43.32% 63.19% 60.45% §
2008 -33.25% -33.01% -43.33% -43.77% e s -
2007 24.22% 24.59% 16.94% 16.76% i nE
2006 7.57% 7.98% 8.98% 6.73% P— F
2005 17.20% 17.47% 2.03% 5.37% | ] E
2004 16.20% 16.72% 2.92% 411% Trts Wi ——
2003 32.01% 32.52% 54.18% 51.31%
2002 -26.78% -26.46% -40.27% -41.38%
2001 -13.42% -13.11% -28.58% -34.72%
Dota quoted is past performance and current performance may be lowsr or higher. Past performance is PORTFOLIO MANAGEMENT
no guarantee of future results. Investment retum and principal value of an Investment will fluctuate, and Zachary H. Shafran
shares, when redeemed, may be worth more or less than their original cost. Please visit www.waddell.com Waddetl & Reed Investment Managemertt Co.
for the most racent month-end parformance. 23 years in industry

10 years with fund

! Performance ot net asset volue (NAY) does not Include the effect of sales charges. Class A share
performance, Including sales charges, reflects the maximum applicable front-end sales load of OBJECTIVE
5.75%. Class Y shares are not subject to sales charges.

5&P North Arner Tech Sector is an unmanaged index comprised of securities that represent the
techriology sector of the stock market. It is not possible to invest directly in an index,

To provide long-term capital growth.

INVESTMENT APPROACH

Invests primarily in equity securities of science and technology
companies around the globe. The fund may also invest in

GROWTH OF A 510,000 INVESTMENT Closs A shares- 9/30/2001-9/30/22011

25,000 companies that utilize science and/or technology to
$19,406 significantly enhance their business opportunities. We typically
20,000 emphasize growth potential in selecting stocks; that is, we
= 1 seek companies in which earnings are likely to grow faster
15,000 than the economy. We aim to identify strong secular trends
within industries and then apply 8 bottom-up stock selection
10,000 process by considering a number of factors in selecting
securities, including growth and earnings potential, quality of
5,000 - management, industry/market size potential, and applicable
$10,000 Irdtic! Investment market and econamic conditions,

T BT B T R T R T R T I T T

Assumes an investment over 10 years or Iife of the share class, reinvestment of dividends and capital gains, and
does not include the effect of sales changes or taxes.



Waddell & Reed Advisors

Science and Technology Fund [UNSCX]

‘ Q3/11 Portfolio information as of September 30, 201] Infinite Loop Category: ||
Jenovatiun & Transformation | Sed

PORTFOLIO COMPOSITION* TOP 5 COUNTRIES? TICKER SYMBOL
% of ity holdi
{as a % of net assets) {exo - equity holdings) ClassA  UNSCX  ClassY  USTFX
United States B4.7%
Domestic Common Stock 78.7% Closs B UsTBX
South Korea 4.0% Class € WOSTX
Foreign Common Stock 14.2% Brazl 2.9% ass
Corporate Bonds 0.2% Bermuda 2.3% s
Cash and Cash Equivalents 5.9% Crina . PORTFOLIO CHARACTERISTICS
Fund Inception 516/1950
Net Assets 2.0 bil
TOP 10 EQUITY HOLDINGS* TOP 5 SECTORS* _s
{as a % of net assets) { as a % of equity holdings) Dividends Semi-Annually
Alliance Data Systems 8.8% Information Technology 74.2% Tumaver Rate (6/30/22011) st
aspen Techaiody 1% Health Care 12.5% Number Equity holdings 51
o - Industrials 5.8% Median market cap 51.9 bil
e |
ACI Worldwide 5.4% Consumer Staples 5.5% Alpha 0.74
Vartex Phamaceuticals 5.3% fiinancials 1.4% zez‘ua — a:::.
Electroni } :
Samsung s 3.7% Standard Deviation 19.81
google 2-;: Sharpe Ratio 0.12
ree i
Micron Technology 2.9%
eBay Inc. 2.5%

Consider all factors. Investing in companies involved in one specified sector may be more risky and volatile than an investment with greater diversification. As with any mutual fund,
the value of the Fund's shares will change, and you could lose money on your investment. An investment in the Fund is net a bank depesit and s not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other govemment agency. These and other Hisks are more fully described in the fund’s prospectus.

3 The style box reveals a fund’s investment strategy by displaying the fund's investment style and the market capitalization of the stocks owned,
4 Information is subject to change and is not Intended to represent any past or future investment recommendations.

5 Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class. Alpha is 0 measure of a fund’s actuai retums
and expected performance, given lts level of risk (as measured by beta). Beta reflects the sensitivity of the funid's retum to fluctuations in the market index. R-squared
indicated how much of a fund's fluctuations were attributable to movements in the fund’s benchmark. Standard deviation is a measure of how volatile a fund’s returns are.
Sharpe ratio is o measure of a fund’s risk-adjusted performance.

* For each fund with at least a 3-year history, Momingstar calculates a risk-adjusted retum measure that accounts for variation in a fund's monthly pedformance (including the
effects of all sales charges), placing emphasis on downward vadations and rewarding consistent performance. The top 10% of funds in each category receive 3 stors, the next
22 5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive 1 star. {Each share class is counted as a fraction of one fund
and rated separately.) A fund's overall rating is derived from a weighted average of the 3, 5- and 10-year {if applicable} rating metrics. Momingstar Rating is for the share
classes specified; other classes may have different performance characteristics.

Investors should conslder the Investment objectives, risks, charges and expenses of a fund carefully before
investing. For a prospectus, or If available, a summary prospectus containing this and other information for the
Waddell & Reed Advisors Funds, call your financial advisor or visit us online at www.waddell.com. Please read the
prospectus or summary praspectus carefully before Investing.

Mot A Deposit | NotFDIC Insured | Mey Lose Value | No Bank Guarantee | Mot Insured By Any Federal Government Agency Waddell & Reed, Inc. MFA1790 (10/11)



Waddell & Reed Advisors

Energy Fund [WEGAX]

Q3/11 Poripolio information as of September 36, 2011

FUND PERFORMANCE'23

Average Annual Total Returns

S&P 1500 Lipper Natural

Period Class ANAY  Class A Load Class Y Energy Sector Resources
3-Month -28.23% -32.36% -28.14% -21.16% -21.57%
YTD -23.89% -28.27% -23.57% -12.10% -1B.39%
1-Year -711% -12.45% -6.63% 7.13% -3.62%
3-Year -3.45% -5.34% -2.85% -1.20% -4.15%
5-Year 2.26% 1.06% 2.86% 3.56% 0.66%
Life 1.05% -0.01% 1.62% 4.14% -0.35%
Gross Expense 1.71% 1.71% 1.12% - -
Net Expense 1.71% 1.71% 1.12% - -
Inception Date 3/1/06 3NJ06 3/1/06 - -
Calendar Year Returns

S&P 1500 Lipper Natural
Year Class A Class Y Energy Sectar Resources
2010 2.27% 22.93% 21.37% 21.30%
2009 39.67% 40.63% 16.41% 40.47%
2008 -47.03% -46.72% -35.82% 47.83%
2007 52.48% 53.25% 34.56% 39.64%

Data quoted 1s past parformance and current performance may be lower or higher. Past performance s
ne guarantee of future results. Investment retum and principal value of an investment will fluctuate, and
shares, when redeemed, may be worth more or less than their original cost. Please visit
www.waddell.com for the most recent month-end performance.

Performance at net asset value {NAY} does not include the effect of sales charges. Class A share
performancs, incfuding sales charges, reflects the maximum applicable frent-end sofes load of 5.75%.
Class Y shares are not subject to sales charges.

" 5&P 1500 Energy Sector is an unmanaged index comprised of securities that represent the energy
sector of the stock market. It is not possible to invest directly in an index.

Performance results Include the effect of expense reduction arrangements. If those armangements had
nat been in place, the performance results would have been lower.

GROWTH OF A 510,000 INVESTMENT Quass A shares- 3/1/2006-9/30:2011

20,000
$10,603
15,000 —
10,000 ‘ﬁ/\—*hi
5,000
] S0 ET) 910 b

Assumas an irwestment over 10 years or life of the share chass, reinvestment of dividends and capital gains, and
does not Include the effect of sales charges or taxes.

Infinite Loop Cotegory: i _H
Raw Materialy & Resources Lt .

L. &

Qverall Morningstar Rating*

Class A Shares among 67 Equity Energy funds.
Based on risk-adjusted retumns. The fund received
3 stars for the 3-year period among 67 funds,

4 stars for the 5-year period among 61 funds and

LIPPER RANKINGS

Category: Lipper Natural Resources Funds

Rank Percentile
1-Year 66/85 77
3-Year 30/68 44
5-Year 15/35 27

Rankings are for Class A Shares and are based on average
anhhual total retums, but do not consider sales charges.

MORNINGSTAR STYLE BOX*

ey

T

s

o

VALLE  BLEND GROWTH

PORTFOLIO MANAGEMENT

David P. Ginther, CPA
Waddell & Reed Investrnent Management Co.
16 years in industry
5 years with fund

OBJECTIVE

To provide long-term capitol appreciation.

INVESTMENT APPROACH

The Fund secks to achieve its objective of long-term capital
appreciation by investing, under normal market conditions, at
least 80% of its net assets in securities of companies within
the energy sector, which includes all aspects of the energy
industry, including exploration, discovery, production,
distribution or infrastructure of energy and/or alternative
energy sources.



Waddell & Reed Advisors

Energy Fund [WEGAX]

Q3/11 Portfolio information as of September 30, 2011 Infinite Loop Category: |__ Y
Row Materials & Resuurces
PORTEOLIO COMPOSITION® TOP 5 SECTORS® TICKER SYMBOL
{as & % of net assets) {65 0 % of equity holdings) ClassA  WEGAX ClussY  WEGYX
Energy 82.9%
Domestic Common Stock 76.7% Industriais 7.5% sesi s MES
- a E Class C WEGCX
Foreign Common Stock 18.6% Materials 1.5%
Cash and Cash Equivalents 4.8% ¢ er Discrefiona 1.0%
QrEIMEr 1y . PORTFOLIO CHARACTERISTICS®
Fund Inception 3112006
TOP 10 EQUITY HOLDINGS?® TOP 5 COUNTRIES - I
{as a % of net assets) { as a ‘% of equity holdings) oo #1569 mi
Dividends Annually
Netienal Oftwell Vareo 4.5% St 80% Tumover Rate (6/30/2011) 26%
Sehlumberger 4.5% Sanocy 5.8% Number Equity holdings 55
Anadarko Petroleum 3.4% Al 4.0% Median market cap 5$9.0 bit
Exoton Mobil 3.4% Switzerland 1.6% Alpha -.o 85
Baker Hughes 3.1% Australicy L Beta 1.15
Continental Resources 3.1% R-Squared 90.93
Halliburton 2.9% Standard Deviation 28.78
Apache 2.9% Sharpe Ratio 0.02
Southwestern Energy 2.8%
Occidental Petroleum 2.8%

Consider All Factors, Investing in companies involvad in one specified sector may be more risky and volatile than an investment with greater diversification. Investing in the energy
sector can be riskier than other types of investment activities because of a range of factors, including price fiuctuation caused by real and perceived inflationary trends and political
developments, and the cost assumed by energy companies in complying with environmental safety regulations. As with any mutual fund, the value of the Fund's shares will change,
and you could lose money on your investment, An investment In the Fund is not a bank deposit and Is not insured or guaranteed by the Federal Deposit Insurance Corporation or
any other government agency. These and other risks are more fully described In the fund’s prospectus.

4 The style box reveals o fund's investment strategy by displaying the fund's Investment style and the market capitalization of the stocks owned.

5 Information is subject to change and is not Intended to represent any past or future investment recommendations.

Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratic are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund’s actual retums
and expected performance, given its level of risk (as measured by beta). Beta reflects the sensitivity of the fund’s retum to fluctuations in the market index, R-squared
indicated how much of a fund’s fiuctuations were attributable to movements In the fund’s benchmark, Standard deviation is a measure of how volatile a fund’s returns are.
Sharpe rotio s a measure of a fund’s risk-adjusted parformance.

* For each fund with at least a 3-year history, Momingstar calculates a fisk-adjusted retum measure that accounts for variation in a fund's monthly perforrmance {including the
effects of all sales charges), placing emphasis on downward variations and rewarding consistent performance. The top 10% of funds in each category receive 5 stars, the next
22 5% recgive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive 1 star. (Each share closs is counted as a fraction of one fund
and rated separately.) A fund's overall rating is derived from a weighted average of the 3-, 5-and 10-year (if applicable) rating metrics, Momingstar Rating is for the share
classes specified; other classes may have different performance characteristics.

Investors should conslder the investment objectives, risks, charges and expenses of a fund carefully before WADDEI_L
investing. For a prospectus, or If avallable, a summary prospectus containing this and other information for the &:REED
Waddell & Reed Advisors Funds, call your financial advisor or visit us online at www.waddell.com. Please read the

prospectus carefully before Investing. Advisors Funds

Not A Deposit | Not FDIC Insured | MayLoseVale | No Bank Guorantee | Not Insured By Any Federol Government Agency Waddell & Reed, tnc. MFA2098 (1011
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KPMG LLP

Suife 1000
1000 Walnut Street
Kansas City, MO 64106-2162

Independent Service Auditors’ Report

The Board of Directors
Waddell & Reed Services Company:

Scope

We have examined Waddell & Reed Services Company’s (WRSCO) description of its system applicable to
the administration and custody of assets related to the MAP, MAPPlus, MAPIA, and SPA asset allocation
products throughout the period August 1, 2010 to July 31, 2011 and the suitability of the design and
operating effectiveness of controls to achieve the related control objectives stated in the description. The
description indicates that certain control objectives specified in the description can be achieved only if
complementary user entity controls contemplated in the design of WRSCO’s controls are suitably designed
and operating effectively, along with related controls at the service organization. We have not evaluated the
suitability of the design or the operating effectiveness of such complementary user entity controls.

WRSCO uses DST Systems Inc. (DST) to provide managed Information Technology services including
application hosting, access administration, application development, change management, transaction
processing, and operations support for the applications that support the process controls as well as other
transfer agent processes including transaction reconciliations, Nationwide Life Insurance Company
(Nationwide) to issue and manage the variable annuity investment option related to the MAPIA product,
and UMB Financial Corporation (UMB) for depository and positive pay services. The description on pages
18-34 includes only the controls and related control objectives of WRSCO, and excludes the control
objectives and related controls of DST, Nationwide, and UMB (subservice organizations). Our
examination did not extend to controls of the subservice organizations,

The information in section IV of management’s description of the service organization’s system, “Other
Information Provided by Waddell & Reed Services Company,” which describes WRSCQ’s application of
the Security and Exchange Commission (SEC) Custody Rule, business continuity plan, and privacy policy,
is presented by management of WRSCO to provide additional information and is not a part of WRSCO’s
description of its system made available to user entities during the period August 1, 2010 to July 31, 2011.
Information about WRSCO’s application of the SEC Custody Rule, business continuity plan, and privacy
policy has not be subjected to the procedures applied in the examination of the description of the system
and the suitability of the design of controls to achieve the related control objectives stated in the
description of the system, and, accordingly, we express no opinion on it.

Service organization’s responsibilities

In its description, WRSCO has provided an assertion about the fairness of the presentation of the
description, the suitability of the design and the operating effectiveness of the controls to achieve the
related control objectives stated in the description,

1
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WRSCO is responsible for preparing the description and for the assertion, including the completeness,
accuracy, and method of presentation of the description and the assertion; providing the services covered
by the description; specifying the control objectives and stating them in the description; identifying the
risks that threaten the achievement of the control objectives: selecting and using suitable criteria; and
designing, implementing, and documenting controls to achieve the related control objectives stated in the
description.

Service auditors’ responsibilities

Our responsibility is to express an opinion on the fairness of the presentation of the description, the
suitability of the design, and the operating effectiveness of the controls to achieve the related control
objectives stated in the description, based on our examination. We conducted our examination in
accordance with attestation standards established by the American Institute of Certified Public
Accountants. Those standards require that we plan and perform our examination to obtain reasonable
assurance about whether, in all material respects, the description is fairly presented, the controls were
suitably designed and the controls were operating effectively to achieve the related control objectives
stated in the description throughout the period August 1, 2010 to July 31, 2011.

An examination of a description of a service organization's system and the suitability of the design and
operating effectiveness of the service organization's controls to achieve the related control objectives stated
in the description involves performing procedures to obtain evidence about the fairness of the presentation
of the description and the suitability of the design and the operating effectiveness of those controls to
achieve the related control objectives stated in the description. Our procedures included assessing the risks
that the description is not fairly presented and that the controls were not suitably designed or operating
effectively to achieve the related control objectives stated in the description. Our procedures also included
testing the operating effectiveness of those controls that we consider necessary to provide reasonable
assurance that the related control objectives stated in the description were achieved. An examination
engagement of this type also includes evaluating the overall presentation of the description and the
suitability of the control objectives stated therein, and the suitability of the criteria specified by the service
organization and described in management’s assertion. We believe that the evidence we obtained is
sufficient and appropriate to provide a reasonable basis for our opinion,

Inherent limitations

Because of their nature, controls at a service organization may not prevent, or detect and correct, all errors
or omissions in the administration and custody of assets related to the MAP, MAFPPlus, MAPIA, and SPA
asset allocation products. Also, the projection to the future of any evaluation of the fairness of the
presentation of the description, or conclusions about the suitability of the design or operating effectiveness
of the controls to achieve the related control objectives, is subject to the risk that controls at a service
organization may become inadequate or fail.

Opinion

In our opinion, in all material respects, based on the criteria described in WRSCO’s assertion, (1) the
description fairly presents the controls that were designed and implemented throughout the period
August 1, 2010 to July 31, 2011, (2) the controls related to the control objectives stated in the description
were suitably designed to provide reasonable assurance that the control objectives would be achieved if the

controls operated effectively throughout the period August 1, 2010 to July 31, 2011,
and user entities applied the complementary user entity controls contemplated in the design of WRSCO’s

2
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controls throughout the period August 1, 2010 to July 31, 2011, and (3) the controls tested, which together
with the complementary user entity controls referred to in the scope paragraph of this report, if operating
effectively, were those necessary to provide reasonable assurance that the control objectives stated in the
description in section II were achieved, operated effectively throughout the period August 1, 2010 to
July 31, 2011.

Description of tests of controls
The specific controls and the nature, timing, extent, and results of the tests are listed in section ITL.

Restricted use

This report, including the description of tests of controls and results thereof in section III, is intended solely
for the information and use of WRSCO, user entities of WRSCO’s system during some or all of the period
August 1, 2010 to July 31, 2011, and the independent auditors of such user entities, who have a sufficient
understanding to consider it, along with other information including information about controls
implemented by user entities themselves, when assessing the risks of material misstatements of user
entities’ financial statements. This report is not intended to be, and should not be, used by anyone other
than these specified parties.

KPMe LIP

October 12, 2011
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