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This Statement of Additional Information (“SAI”) is meant to be read in conjunction with the Prospectus for The Chesapeake
Core Growth Fund (“Fund”), dated the same date as this SAI, and is incorporated by reference in its entirety into the Prospectus.
Because this SAI is not itself a prospectus, no investment in shares of the Fund should be made solely upon the information
contained herein. Information from the Annual Report to shareholders is incorporated by reference into this SAI. Copies of the
Fund’s Prospectus and Annual Report may be obtained at no charge by writing or calling the Fund at the address and phone
number shown above. Capitalized terms used but not defined herein have the same meanings as in the Prospectus.



OTHER INVESTMENT POLICIES

The following policies supplement the Fund’s investment objective and policies as set forth in the Prospectus for the Fund. The
Fund was organized on September 29, 1997 as a separate diversified series of the Gardner Lewis Investment Trust (“Trust”).
The Trust is an open-end management investment company registered with the Securities and Exchange Commission (“SEC”)
and was organized on October 2, 1992 as a business trust under the laws of the Commonwealth of Massachusetts. Attached to
this SAI is Appendix A, which contains descriptions of the rating symbols used by rating agencies for securities in which the
Fund may invest.

Repurchase Agreements. The Fund may acquire U.S. government securities or corporate debt securities subject to repurchase
agreements. A repurchase transaction occurs when, at the time the Fund purchases a security (normally a U.S. Treasury
obligation), it also resells it to the vendor (normally a member bank of the Federal Reserve or a registered government securities
dealer) and must deliver the security (and/or securities substituted for them under the repurchase agreement) to the vendor on an
agreed upon date in the future. The repurchase price exceeds the purchase price by an amount which reflects an agreed upon
market interest rate effective for the period of time during which the repurchase agreement is in effect. Delivery pursuant to the
resale will normally occur within one to seven days of the purchase.

Repurchase agreements are considered “loans” under the Investment Company Act of 1940, as amended (“1940 Act”),
collateralized by the underlying security. The Trust has implemented procedures to monitor, on a continuous basis, the value of
the collateral serving as security for repurchase obligations. Additionally, Gardner Lewis Asset Management L.P. (“Advisor”),
the investment advisor to the Fund, will consider the creditworthiness of the vendor. If the vendor fails to pay the agreed upon
resale price on the delivery date, the Fund will retain or attempt to dispose of the collateral. The Fund’s risk is that such default
may include any decline in value of the collateral to an amount which is less than 100% of the repurchase price, any costs of
disposing of such collateral, and any loss resulting from any delay in foreclosing on the collateral. The Fund will not enter into
any repurchase agreement that will cause more than 10% of its net assets to be invested in repurchase agreements that extend
beyond seven days.

Money Market Instruments. The Fund may acquire money market instruments. Money market instruments may include U.S.
government securities or corporate debt securities (including those subject to repurchase agreements), provided that they mature
in thirteen months or less from the date of acquisition and are otherwise eligible for purchase by the Fund. Money market
instruments also may include Banker’s Acceptances and Certificates of Deposit of domestic branches of U.S. banks, Commercial
Paper and Variable Amount Demand Master Notes (“Master Notes”). Banker’s Acceptances are time drafts drawn on and
“accepted” by a bank. When a bank “accepts” such a time draft, it assumes liability for its payment. When the Fund acquires a
Banker’s Acceptance, the bank that “accepted” the time draft is liable for payment of interest and principal when due. The
Banker’s Acceptance carries the full faith and credit of such bank. A Certificate of Deposit (“CD”) is an unsecured interest-
bearing debt obligation of a bank. Commercial Paper is an unsecured, short-term debt obligation of a bank, corporation or other
borrower. Commercial Paper maturity generally ranges from 2 to 270 days and is usually sold on a discounted basis rather than
as an interest-bearing instrument. The Fund will invest in Commercial Paper only if it is rated in one of the top two rating
categories by Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s Ratings Services (“S&P”), or Fitch Investors
Service, Inc. (“Fitch”) or, if not rated, of equivalent quality in the Advisor’s opinion. Commercial Paper may include Master
Notes of the same quality. Master Notes are unsecured obligations which are redeemable upon demand of the holder and which
permit the investment of fluctuating amounts at varying rates of interest. Master Notes will be acquired by the Fund only
through the Master Note program of the Fund’s custodian bank, acting as administrator thereof. The Advisor will monitor, on a
continuous basis, the earnings power, cash flow and other liquidity ratios of the issuer of a Master Note held by the Fund.

Funding Agreements. The Fund may invest in various types of funding agreements. A funding agreement is, in substance, an
obligation of indebtedness negotiated privately between an investor and an insurance company. Funding agreements often have
maturity-shortening features, such as an unconditional put, that permit the investor to require the insurance company to return the
principal amount of the funding agreement, together with accrued interest, within one year or less. Most funding agreements are
not transferable by the investor and, therefore, are illiquid, except to the extent the funding agreement is subject to a demand
feature of seven days or less. An insurance company may be subject to special protection under state insurance laws, which
protections may impair the ability of the investor to require prompt performance by the insurance company of its payment
obligations under the funding agreement.

Iliquid Investments. The Fund may invest up to 10% of its net assets in illiquid securities, which are investments that cannot
be sold or disposed of in the ordinary course of business within seven days at approximately the prices at which they are valued.
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Under the supervision of the Trust’s Board of Trustees (each a “Trustee” and collectively “Trustees”), the Advisor determines
the liquidity of the Fund’s investments and, through reports from the Advisor, the Trustees monitor investments in illiquid
instruments. In determining the liquidity of the Fund’s investments, the Advisor may consider various factors including (i) the
frequency of trades and quotations, (ii) the number of dealers and prospective purchasers in the marketplace, (iii) dealer
undertakings to make a market, (iv) the nature of the security (including any demand or tender features) and (v) the nature of the
marketplace for trades (including the ability to assign or offset the Fund’s rights and obligations relating to the investment).
Investments currently considered by the Fund to be illiquid include repurchase agreements not entitling the holder to payment of
principal and interest within seven days. If through a change in values, net assets or other circumstances, the Fund were in a
position where more than 10% of its net assets were invested in illiquid securities, it would seek to take appropriate steps to
protect liquidity.

Investment in illiquid securities poses risks of potential delays on resale and uncertainty in valuation. Illiquid securities
typically are restricted securities, meaning they are subject to contractual or legal restrictions on resale because they have not
been registered under the Securities Act of 1933. Limitations on resale may have an adverse effect on the marketability of
portfolio securities and the Fund may be unable to dispose of restricted or other illiquid securities promptly or at reasonable
prices. The Fund might also have to register restricted securities in order to dispose of them, resulting in additional expenses
and delay. Adverse market conditions could impede such a public offering of securities.

Foreign Securities. The Fund may invest up to 10% of its total assets in foreign securities. The term “foreign security”
shall mean a security issued by a foreign private issuer where the primary exchange listing of such security is outside of the
United States, or a security issued by a foreign government. The term “foreign security” shall not include American
Depository Receipts (“ADRs”) or a security for which the primary issuer is in the United States. The same factors would be
considered in selecting foreign securities as with domestic securities. Foreign securities investment presents special
considerations not typically associated with investment in domestic securities. Foreign taxes may reduce income. Currency
exchange rates and regulations may cause fluctuations in the value of foreign securities. Foreign securities are subject to
different regulatory environments than in the U.S. and, compared to the U.S., there may be a lack of uniform accounting,
auditing, and financial reporting standards, less volume and liquidity and more volatility, less public information, and less
regulation of foreign issuers. Countries have been known to expropriate or nationalize assets, and foreign investments may
be subject to political, financial, or social instability or adverse diplomatic developments. There may be difficulties in
obtaining service of process on foreign issuers and difficulties in enforcing judgments with respect to claims under the U.S.
securities laws against such issuers. Favorable or unfavorable differences between U.S. and foreign economies could affect
foreign securities values. The U.S. government has, in the past, discouraged certain foreign investments by U.S. investors
through taxation or other restrictions and it is possible that such restrictions could be imposed again.

Because of the inherent risk of foreign securities over domestic issues, the Fund will generally limit foreign investments to those
traded domestically as sponsored ADRs. ADRs are receipts issued by a U.S. bank or trust company evidencing ownership of
securities of a foreign issuer. ADRs may be listed on a national securities exchange or may trade in the over-the-counter market.
The prices of ADRs are denominated in U.S. dollars while the underlying security may be denominated in a foreign currency.

Investment Companies. Federal securities laws limit the extent to which a Fund can invest in other investment companies.
Consequently, the Fund will not acquire securities of any one investment company if, immediately thereafter, the Fund would
own more than 3% of such company’s total outstanding voting securities, securities issued by such company would have an
aggregate value in excess of 5% of the Fund’s total assets, or securities issued by such company and securities held by the Fund
issued by other investment companies would have an aggregate value in excess of 10% of the Fund’s total assets, except as
otherwise permitted by SEC rules. To the extent the Fund invests in other investment companies, the shareholders of the Fund
would indirectly pay a portion of the operating costs of the underlying investment companies. These costs include management,
brokerage, shareholder servicing and other operational expenses. Shareholders of the Fund would then indirectly pay higher
operational costs than if they owned shares of the underlying investment companies directly.

Real Estate Securities. The Fund will not invest in real estate or real estate mortgage loans (including limited partnership
interests), but may invest in readily marketable securities secured by real estate or interests therein or issued by companies that
invest in real estate or interests therein. The Fund may also invest in readily marketable interests in real estate investment trusts
(“REITs”). REITs are generally publicly traded on the national stock exchanges and in the over-the-counter market and have
varying degrees of liquidity. Although the Fund is not limited in the amount of these types of real estate securities it may
acquire, it is not presently expected that within the next 12 months the Fund will have in excess of 5% of its total assets in real



estate securities. Investments in real estate securities are subject to risks inherent in the real estate market, including risks
related to changes in interest rates.

Forward Commitments and When-lIssued Securities. The Fund may purchase when-issued securities and commit to
purchase securities for a fixed price at a future date beyond customary settlement time. The Fund is required to hold and
maintain in a segregated account until the settlement date, cash, U.S. government securities or high-grade debt obligations in an
amount sufficient to meet the purchase price. Purchasing securities on a when-issued or forward commitment basis involves a
risk of loss if the value of the security to be purchased declines prior to the settlement date, which risk is in addition to the risk of
decline in value of the Fund’s other assets. In addition, no income accrues to the purchaser of when-issued securities during the
period prior to issuance. Although the Fund would generally purchase securities on a when-issued or forward commitment basis
with the intention of acquiring securities for its portfolio, the Fund may dispose of a when-issued security or forward
commitment prior to settlement if the Advisor deems it appropriate to do so. The Fund may realize short-term gains or losses
upon such sales.

Lending of Portfolio Securities. In order to generate additional income, the Fund may lend portfolio securities in an
amount up to 25% of total Fund assets to broker-dealers, major banks, or other recognized domestic institutional borrowers
of securities, which the Advisor has determined are creditworthy under guidelines established by the Trustees. In
determining whether the Fund will lend securities, the Advisor will consider all relevant facts and circumstances. The Fund
may not lend securities to any company affiliated with the Advisor. Each loan of securities will be collateralized by cash,
securities or letters of credit. The Fund might experience a loss if the borrower defaults on the loan.

The borrower at all times during the loan must maintain with the Fund cash or cash equivalent collateral, or provide to the
Fund an irrevocable letter of credit equal in value to at least 100% of the value of the securities loaned. While the loan is
outstanding, the borrower will pay the Fund any interest paid on the loaned securities, and the Fund may invest the cash
collateral to earn additional income. Alternatively, the Fund may receive an agreed-upon amount of interest income from the
borrower who has delivered equivalent collateral or a letter of credit. It is anticipated that the Fund may share with the
borower some of the income received on the collateral for the loan or the Fund will be paid a premium for the loan. Loans
are subject to termination at the option of the Fund or the borrower at any time. The Fund may pay reasonable administrative
and custodial fees in connection with a loan, and may pay a negotiated portion of the income earned on the cash to the
borrower or placing broker. As with other extensions of credit, there are risks of delay in recovery or even loss of rights in
the collateral should the borrower fail financially.

Borrowing. The Fund may borrow money from banks as a temporary measure (i) for extraordinary or emergency purposes
in amounts not exceeding 5% of its total assets or (ii) to meet redemption requests in amounts not exceeding 15% of its total
assets. The Fund will not make any investments if borrowing exceeds 5% of its total assets until such time as total
borrowing represents less than 5% of Fund assets. In the event that the Fund should ever borrow money under these
conditions, such borrowing could increase the Fund’s costs and thus reduce the value of the Fund’s assets.

INVESTMENT LIMITATIONS

The Fund has adopted the following fundamental investment limitations, which cannot be changed without approval by holders
of a majority of the outstanding voting shares of the Fund. A “majority” for this purpose means the lesser of (i) 67% of the
Fund’s outstanding shares represented in person or by proxy at a meeting at which more than 50% of its outstanding shares are
represented, or (ii) more than 50% of its outstanding shares. Unless otherwise indicated, percentage limitations apply at the time
of purchase.

As a matter of fundamental policy, the Fund may not:

1. Issue senior securities, borrow money, or pledge its assets, except that it may borrow from banks as a temporary
measure (a) for extraordinary or emergency purposes, in amounts not exceeding 5% of its total assets or (b) to meet
redemption requests in amounts not exceeding 15% of its total assets. The Fund will not make any investments if
borrowing exceeds 5% of its total assets until such time as total borrowing represents less than 5% of Fund assets;
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With respect to 75% of its total assets, invest more than 5% of the value of its total assets in the securities of any one
issuer or purchase more than 10% of the outstanding voting securities of any class of securities of any one issuer
(except that securities of the U.S. government, its agencies, and instrumentalities are not subject to this limitation);

Invest 25% or more of the value of its total assets in any one industry (except that securities of the U.S. government, its
agencies, and instrumentalities are not subject to this limitation);

Invest for the purpose of exercising control or management of another issuer;

Purchase or sell commodities or commodities contracts; real estate (including limited partnership interests, but
excluding readily marketable interests in real estate investment trusts or other securities secured by real estate or
interests therein or readily marketable securities issued by companies that invest in real estate or interests therein); or
interests in oil, gas, or other mineral exploration or development programs or leases (although it may invest in readily
marketable securities of issuers that invest in or sponsor such programs or leases);

Underwrite securities issued by others except to the extent that the disposition of portfolio securities, either directly
from an issuer or from an underwriter for an issuer, may be deemed to be an underwriting under federal securities laws;

Participate on a joint or joint and several basis in any trading account in securities;
Invest its assets in the securities of one or more investment companies except to the extent permitted by the 1940 Act;
Write, purchase, or sell puts, calls, straddles, spreads, combinations thereof, or futures contracts or related options; and

Make loans of money, except that the Fund may (i) make loans of portfolio securities up to 25% of the Fund’s total
assets, (i) invest in market instruments, debt securities, or other debt instruments, and (iii) invest in repurchase
agreements.

The following investment limitations are not fundamental and may be changed without shareholder approval. As a matter of
non-fundamental policy, the Fund may not:

Invest in securities of issuers that have a record of less than three years continuous operation (including predecessors
and, in the case of bonds, guarantors) if more than 5% of its total assets would be invested in such securities;

Invest more than 10% of its net assets in illiquid securities. For this purpose, illiquid securities include, among others,
(a) securities for which no readily available market exists or which have legal or contractual restrictions on resale,
(b) fixed-time deposits that are subject to withdrawal penalties and have maturities of more than seven days, and
(c) repurchase agreements not terminable within seven days;

Invest in the securities of any issuer if those officers or Trustees of the Trust and those officers and directors of the
Advisor who beneficially own more than 1/2 of 1% of the outstanding securities of such issuer together own more than
5% of such issuer’s securities;

Make short sales of securities or maintain a short position, except short sales “against the box.” (A short sale is made
by selling a security the Fund does not own. A short sale is “against the box” to the extent that the Fund
contemporaneously owns or has the right to obtain at no additional cost securities identical to those sold short.) While
the Fund has reserved the right to make short sales “against the box,” the Advisor has no present intention of engaging
in such transactions during the current fiscal year; and

Purchase foreign securities other than those traded on domestic U.S. exchanges.

Percentage restrictions stated as an investment policy or investment limitation apply at the time of investment; if a later increase
or decrease in percentage beyond the specified limits results from a change in securities values or total assets, it will not be
considered a violation.



PORTFOLIO TRANSACTIONS

Subject to the general supervision of the Trustees, the Advisor is responsible for, makes decisions with respect to, and places
orders for all purchases and sales of portfolio securities for the Fund.

The annualized portfolio turnover rate for the Fund is calculated by dividing the lesser of purchases or sales of portfolio
securities for the reporting period by the monthly average value of the portfolio securities owned during the reporting period.
The calculation excludes all securities whose maturities or expiration dates at the time of acquisition are one year or less.
Portfolio turnover of the Fund may vary greatly from year to year as well as within a particular year, and may be affected by cash
requirements for redemption of shares and by requirements that enable the Fund to receive favorable tax treatment. Portfolio
turnover will not be a limiting factor in making Fund decisions, and the Fund may engage in short-term trading to achieve its
investment objectives.

Purchases of money market instruments by the Fund are made from dealers, underwriters and issuers. The Fund currently does
not expect to incur any brokerage commission expense on such transactions because money market instruments are generally
traded on a “net” basis by a dealer acting as principal for its own account without a stated commission. The price of the security,
however, usually includes a profit to the dealer. Securities purchased in underwritten offerings include a fixed amount of
compensation to the underwriter, generally referred to as the underwriter’s concession or discount. When securities are
purchased directly from or sold directly to an issuer, no commissions or discounts are paid.

Transactions on U.S. stock exchanges involve the payment of negotiated brokerage commissions. On exchanges on which
commissions are negotiated, the cost of transactions may vary among different brokers. Transactions in the over-the-counter
market are generally on a net basis (i.e., without commission) through dealers, or otherwise involve transactions directly with the
issuer of an instrument.

The Fund’s fixed income portfolio transactions will normally be principal transactions executed in over-the-counter markets and
will be executed on a “net” basis, which may include a dealer markup. With respect to securities traded only in the over-the-
counter market, orders will be executed on a principal basis with primary market makers in such securities except where better
prices or executions may be obtained on an agency basis or by dealing with other than a primary market maker.

The Fund may participate, if and when practicable, in bidding for the purchase of securities directly from an issuer in order to
take advantage of the lower purchase price available to members of a bidding group. The Fund will engage in this practice,
however, only when the Advisor, in its sole discretion, believes such practice to be otherwise in the Fund’s interest.

The Fund has adopted, and the Trustees have approved, policies and procedures relating to the direction of mutual fund portfolio
securities transactions to broker-dealers. In accordance with these policies and procedures in executing Fund transactions and
selecting brokers or dealers, the Advisor will seek to obtain the best overall terms available for the Fund. In assessing the best
overall terms available for any transaction, the Advisor shall consider factors it deems relevant, including the breadth of the
market in the security, the price of the security, the financial condition and execution capability of the broker or dealer, and the
reasonableness of the commission, if any, both for the specific transaction and on a continuing basis. The Advisor may not give
consideration to sales of shares of the Fund as a factor in selecting broker-dealers to execute portfolio securities transactions.
The Advisor may, however, place portfolio transactions with broker-dealers that promote or sell the Fund’s shares so long as
such transactions are done in accordance with the policies and procedures established by the Trustees that are designed to ensure
that the selection is based on the quality of the broker’s execution and not on its sales efforts. In addition, the Advisor is
authorized to cause the Fund to pay a broker-dealer which furnishes brokerage and research services a higher commission than
that which might be charged by another broker-dealer for effecting the same transaction, provided that the Advisor determines in
good faith that such commission is reasonable in relation to the value of the brokerage and research services provided by such
broker-dealer, viewed in terms of either the particular transaction or the overall responsibilities of the Advisor to the Fund. Such
brokerage and research services might consist of reports and statistics relating to specific companies or industries, general
summaries of groups of stocks or bonds and their comparative earnings and yields, or broad overviews of the stock, bond and
government securities markets and the economy.

Supplementary research information so received is in addition to, and not in lieu of, services required to be performed by the
Advisor and does not reduce the advisory fees payable by the Fund. The Trustees will periodically review any commissions paid
by the Fund to consider whether the commissions paid over representative periods of time appear to be reasonable in relation to
the benefits inuring to the Fund. It is possible that certain of the supplementary research or other services received will primarily
benefit one or more other investment companies or other accounts for which investment discretion is exercised by the Advisor.
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Conversely, the Fund may be the primary beneficiary of the research or services received as a result of securities transactions
effected for such other account or investment company.

The Fund may also enter into brokerage/service arrangements pursuant to which selected brokers executing portfolio
transactions for the Fund may pay a portion of the Fund’s operating expenses. For the fiscal year ended October 31, 2004, the
Fund participated in commission recapture programs (e.g., a program where a portion of the brokerage commissions paid on
portfolio transactions to a broker is returned directly to the Fund) with Instinet Corporation and Standard & Poor’s Securities,
Inc., both of New York, New York. These portions are then used to offset overall Fund expenses. During such year the firms
received $326,298 and $19,695, respectively, in brokerage commissions from the Fund and paid $14,647 and $133,690,
respectively, of the Fund’s operating expenses. These oral arrangements are voluntary upon the part of the brokers and the Fund
and do not require a minimum volume of transactions to participate. Both the broker and the Fund may cancel the program at
any time. The Trustees have reviewed these programs to insure compliance with the Fund’s policies and procedures. In
addition, Trustees review the Fund’s brokerage commissions quarterly to insure they are reasonable. There can be no assurance
that these arrangements will continue in the future.

The Advisor may also utilize a brokerage firm affiliated with the Trust or the Advisor if it believes it can obtain the best
execution of transactions from such broker, although the Advisor has not utilized such a broker since the Fund’s inception. The
Fund will not execute portfolio transactions through, acquire securities issued by, make savings deposits in or enter into
repurchase agreements with the Advisor or an affiliated person of the Advisor (as such term is defined in the 1940 Act) acting as
principal, except to the extent permitted by the SEC. In addition, the Fund will not purchase securities during the existence of
any underwriting or selling group relating thereto of which the Advisor, or an affiliated person of the Advisor, is a member,
except to the extent permitted by the SEC. Under certain circumstances, the Fund may be at a disadvantage because of these
limitations in comparison with other investment companies that have similar investment objectives but are not subject to such
limitations.

Investment decisions for the Fund will be made independently from those for any other series of the Trust and for any other
investment companies and accounts advised or managed by the Advisor. Such other investment companies and accounts may
also invest in the same securities as the Fund. To the extent permitted by law, the Advisor may aggregate the securities to be
sold or purchased for the Fund with those to be sold or purchased for other investment companies or accounts in executing
transactions. When a purchase or sale of the same security is made at substantially the same time on behalf of the Fund and
another investment company or account, the transaction will be averaged as to price and available investments allocated as to
amount, in a manner which the Advisor believes to be equitable to the Fund and such other investment company or account. In
some instances, this investment procedure may adversely affect the price paid or received by the Fund or the size of the position
obtained or sold by the Fund.

For the fiscal years ended October 31, 2004, 2003, and 2002, the Fund paid brokerage commissions of $680,176, $137,865,
and $109,537, respectively; none of which was paid to the Distributor. The increase in brokerage commissions paid for each of
these periods from the prior period was primarily due to increased trading resulting from growth in the Fund’s total assets.

NET ASSET VALUE

The net asset value per share of the Fund is calculated separately by adding the value of the Fund’s securities and other assets
belonging to the Fund, subtracting the liabilities charged to the Fund, and dividing the result by the number of outstanding
shares. “Assets belonging to” the Fund consist of the consideration received upon the issuance of shares of the Fund together
with all net investment income, realized gains/losses and proceeds derived from the investment thereof, including any proceeds
from the sale of such investments, any funds or payments derived from any reinvestment of such proceeds, and a portion of any
general assets of the Trust not belonging to a particular investment fund. Assets belonging to the Fund are charged with the
direct liabilities of the Fund and with a share of the general liabilities of the Trust, which are normally allocated in proportion to
the number of or the relative net asset values of all of the Trust’s series at the time of allocation or in accordance with other
allocation methods approved by the Trustees. Subject to the provisions of the Trust’s Amended and Restated Declaration of
Trust, determinations by the Trustees as to the direct and allocable liabilities, and the allocable portion of any general assets, with
respect to the Fund are conclusive. The pricing and valuation of portfolio securities is determined in good faith in accordance
with procedures established by, and under the direction of, the Trustees.



The net asset value per share of the Fund is normally determined at the time regular trading closes on the New York Stock
Exchange (“NYSE”), currently 4:00 p.m., Eastern time, Monday through Friday, except when the NYSE closes earlier. The
Fund’s net asset value per share of the Fund is not calculated on business holidays when the NYSE is closed. The NYSE
generally recognizes the following holidays: New Year’s Day, Martin Luther King, Jr.’s Birthday, President’s Day, Good
Friday, Memorial Day, Fourth of July, Labor Day, Thanksgiving Day, and Christmas Day. Any other holiday recognized by the
NYSE will be considered a business holiday on which the Fund’s net asset value per share of the Fund will not be determined.

The Fund has entered into brokerage/service arrangements with certain brokers who paid a portion of the Fund’s expenses
for the fiscal year ended October 31, 2004. These arrangements have been reviewed by the Trustees, subject to the
provisions and guidelines outlined in the securities laws and legal precedent of the United States. There can be no assurance
that the Fund’s brokerage/service arrangements will continue in the future.

For the fiscal year ended October 31, 2004, the net expenses of the Fund (after expense reductions of $148,337 paid by
brokers pursuant to brokerage/service arrangements with the Fund, waiver of $39,574 of investment advisory fees, and
waiver of $126,286 of distribution and services fees) were $2,554,293 (1.33% of the average daily net assets of the Fund).
For the fiscal year ended October 31, 2003, the net expenses of the Fund (after expense reductions of $31,400 paid by
brokers pursuant to brokerage/service arrangements with the Fund, waiver of $40,095 of investment advisory fees, and
waiver of $88,097 of distribution and services fees) were $460,654 (1.31% of the average daily net assets of the Fund). For
the fiscal year ended October 31, 2002, the net expenses of the Fund (after expense reductions of $19,841 paid by brokers
pursuant to brokerage/service arrangements with the Fund, waiver of $88,643 of investment advisory fees, and waiver of
$25,819 of distribution and services fees) were $332,875 (1.23% of the average daily net assets of the Fund). For the fiscal
period ended October 31, 2001, the net expenses of the Fund (after expense reductions of $16,469 paid by brokers pursuant
to brokerage/service arrangements with the Fund and waiver of $65,644 of investment advisory fees) were $174,696 (1.17%
of the average daily net assets of the Fund).

ADDITIONAL PURCHASE AND REDEMPTION INFORMATION

Purchases. Shares of the Fund are offered and sold on a continuous basis and may be purchased through authorized investment
dealers or directly by contacting the Distributor or the Fund. Selling dealers have the responsibility of transmitting orders
promptly to the Fund. The public offering price of shares of the Fund equals net asset value. See “Investing in the Fund” in the
Prospectus.

The purchase price of shares of the Fund is the net asset value next determined after the order is received. Net asset value is
normally determined at the time regular trading closes on the NYSE on days the NYSE is open for regular trading, as described
under “Net Asset Value” above. An order received prior to the time regular trading closes on the NYSE will be executed at the
price calculated on the date of receipt and an order received after the time regular trading closes on the NYSE will be executed at
the price calculated as of that time on the next business day.

The Fund reserves the right in its sole discretion to: (i) suspend the offering of its shares, (ii) reject purchase orders when in the
judgment of management such rejection is in the best interest of the Fund and its shareholders, and (iii) reduce or waive the
minimum for initial and subsequent investments under circumstances where certain economics can be achieved in sales of Fund
shares.

Plan Under Rule 12b-1. The shareholders of the Fund and the Trustees have approved a Plan of Distribution (‘“Plan”) for the
Fund pursuant to Rule 12b-1 under the 1940 Act (see the “Investing in the Fund - Distribution of the Fund’s Shares” section in
the Fund’s Prospectus). Under the Plan, the Fund may expend a percentage of the Fund’s average net assets annually to finance
any activity which is primarily intended to result in the sale of shares of the Fund and the servicing of shareholder accounts,
provided the Trustees have approved the category of expenses for which payment is being made. The current fees paid under the
Plan are 0.25% of the average net assets of the Fund’s shares. Such expenditures paid as service fees to any person who sells
shares of the Fund may not exceed 0.25% of the average annual net asset value of such shares. Potential benefits of the Plan to
the Fund include improved shareholder servicing, savings to the Fund in transfer agency costs, benefits to the investment process
from growth and stability of assets and maintenance of a financially healthy management organization.

The Plan compensates the Distributor regardless of its expenses. All of the distribution expenses incurred by the Distributor and
others, such as broker-dealers, in excess of the amount paid by the Fund will be borne by such persons without any
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reimbursement from the Fund. Subject to seeking best execution, the Fund may, from time to time, buy or sell portfolio
securities from or to firms that receive payments under the Plan.

From time to time the Distributor may pay additional amounts from its own resources to dealers for aid in distribution or for aid
in providing administrative services to shareholders.

The Plan and the distribution agreement with the Distributor (“Distribution Agreement”) have been approved by the Trustees,
including a majority of the Trustees who are not “interested persons” (as defined in the 1940 Act) of the Trust and who have no
direct or indirect financial interest in the Plan or any related agreements, by vote cast in person or at a meeting duly called for the
purpose of voting on the Plan and such Agreement. Continuation of the Plan and the Distribution Agreement must be approved
annually by the Trustees in the same manner as specified above.

Each year, the Trustees must determine whether continuation of the Plan is in the best interest of shareholders of the Fund and
that there is a reasonable likelihood of its providing a benefit to the Fund. The Trustees have made such a determination for the
current year of operations under the Plan. The Plan, the Distribution Agreement and any dealer agreement with any
broker/dealers (each, a “dealer agreement”) may be terminated at any time without penalty by a majority of those Trustees who
are not “interested persons” or, with respect to the Fund’s shares, by a majority vote of the Fund’s outstanding voting shares.
Any amendment materially increasing the maximum percentage payable under the Plan must likewise be approved by a majority
vote of the Fund’s outstanding voting shares, as well as by a majority vote of those Trustees who are not “interested persons.”
Also, any other material amendment to the Plan must be approved by a majority vote of the Trustees including a majority of the
noninterested Trustees of the Trust having no interest in the Plan. In addition, in order for the Plan to remain effective, the
selection and nomination of Trustees who are not “interested persons” of the Trust must be effected by the Trustees who
themselves are not “interested persons” and who have no direct or indirect financial interest in the Plan. Persons authorized to
make payments under the Plan must provide written reports at least quarterly to the Trustees for their review.

For the fiscal year ended October 31, 2004 fees under the Plan were $355,562 (after voluntary waivers of $126,286 by the
Distributor) for which such payments were used as compensation to sales personnel, compensation to broker-dealers,
compensation to underwriters, advertising, and servicing shareholder accounts. For the fiscal years ended October 31, 2003
and 2002, the Distributor voluntarily waived all of the fees under the Plan in the amounts of $88,097 and $25,819,
respectively. Because the Plan did not commence until June 3, 2002, there are no prior amounts incurred in connection with
the Plan for the Fund to be presented here.

Redemptions. Under the 1940 Act, the Fund may suspend the right of redemption or postpone the date of payment for shares
during any period when (i) trading on the NYSE is restricted by applicable rules and regulations of the SEC; (ii) the NYSE is
closed for other than customary weekend and holiday closings; (iii) the SEC has by order permitted such suspension; or (iv) an
emergency exists as determined by the SEC. The Fund may also suspend or postpone the recordation of the transfer of shares
upon the occurrence of any of the foregoing conditions.

In addition to the situations described in the Prospectus under “Investing in the Fund — Redeeming Your Shares,” the Fund may
redeem shares involuntarily to reimburse the Fund for any loss sustained by reason of the failure of a shareholder to make full
payment for shares purchased by the shareholder or to collect any charge relating to a transaction effected for the benefit of a
shareholder which is applicable to Fund shares as provided in the Prospectus from time to time or to close a shareholder’s
account if the Fund is unable to verify the shareholder’s identity.

DESCRIPTION OF THE TRUST

The Trust is an unincorporated business trust organized under the laws of the Commonwealth of Massachusetts on October 2,
1992. The Trust’s Amended and Restated Declaration of Trust authorizes the Trustees to divide shares into series, each series
relating to a separate portfolio of investments, and to classify and reclassify any unissued shares into one or more classes of
shares of each such series. The Amended and Restated Declaration of Trust currently provides for the shares of three series, as
follows: the Fund, The Chesapeake Growth Fund, and The Chesapeake Aggressive Growth Fund (collectively, the “Chesapeake
Funds”), all managed by the Advisor. The shares of the Fund and The Chesapeake Aggressive Growth Fund are all of one class;
the shares of The Chesapeake Growth Fund are divided into three classes (Institutional Shares, Super-Institutional Shares, and
Class A Investor Shares). The number of shares of each series shall be unlimited. The Trust normally does not issue share
certificates.



In the event of a liquidation or dissolution of the Trust or an individual series, such as the Fund, shareholders of a particular
series would be entitled to receive the assets available for distribution belonging to such series. Shareholders of a series are
entitled to participate equally in the net distributable assets of the particular series involved on liquidation, based on the number
of shares of the series that are held by each shareholder. If there are any assets, income, earnings, proceeds, funds, or payments
that are not readily identifiable as belonging to any particular series, the Trustees shall allocate them among any one or more of
the series as they, in their sole discretion, deem fair and equitable.

Shareholders of all of the series of the Trust, including the Fund, will vote together and not separately on a series-by-series or
class-by-class basis, except as otherwise required by law or when the Trustees determine that the matter to be voted upon affects
only the interests of the shareholders of a particular series or class. Rule 18f-2 under the 1940 Act provides that any matter
required to be submitted to the holders of the outstanding voting securities of an investment company such as the Trust shall not
be deemed to have been effectively acted upon unless approved by the holders of a majority of the outstanding shares of each
series or class affected by the matter. A series or class is affected by a matter unless it is clear that the interests of each series or
class in the matter are substantially identical or that the matter does not affect any interest of the series or class. Under Rule
18£-2, the approval of an investment advisory agreement or any change in a fundamental investment policy would be effectively
acted upon with respect to a series only if approved by a majority of the outstanding shares of such series. However, the Rule
also provides that the ratification of the appointment of independent accountants, the approval of principal underwriting
contracts and the election of Trustees may be effectively acted upon by shareholders of the Trust voting together, without regard
to a particular series or class. Rights of holders cannot be modified by less than a majority vote.

When used in the Prospectus or this SAL a “majority” of shareholders means the vote of the lesser of (i) 67% of the shares of the
Trust or the applicable series or class present at a meeting if the holders of more than 50% of the outstanding shares are present
in person or by proxy, or (ii) more than 50% of the outstanding shares of the Trust or the applicable series or class.

When issued for payment as described in the Prospectus and this SAI, shares of the Fund will be fully paid and non-assessable.

The Amended and Restated Declaration of Trust provides that the Trustees will not be liable in any event in connection with the
affairs of the Trust, except as such liability may arise from his or her own bad faith, willful misfeasance, gross negligence, or
reckless disregard of duties. It also provides that all third parties shall look solely to the Trust property for satisfaction of claims
arising in connection with the affairs of the Trust. With the exceptions stated, the Amended and Restated Declaration of Trust
provides that a Trustee or officer is entitled to be indemnified against all liability in connection with the affairs of the Trust.

ADDITIONAL INFORMATION CONCERNING TAXES

The following summarizes certain additional tax considerations generally affecting the Fund and its shareholders that are not
described in the Prospectus. No attempt is made to present a detailed explanation of the tax treatment of the Fund or its
shareholders. The discussions here and in the Prospectus are not intended as a substitute for careful tax planning and are
based on tax laws and regulations that are in effect on the date hereof, and which may be changed by legislative, judicial, or
administrative action. Investors are advised to consult their tax advisors with specific reference to their own tax situations.

Each series of the Trust, including the Fund, will be treated as a separate corporate entity under the Internal Revenue Code of
1986, as amended, and intends to qualify or remain qualified as a regulated investment company. In order to so qualify, each
series must elect to be a regulated investment company or have made such an election for a previous year and must satisfy
certain requirements relating to the amount of distributions and source of its income for a taxable year. At least 90% of the
gross income of each series must be derived from dividends, interest, payments with respect to securities loans, gains from
the sale or other disposition of stocks, securities or foreign currencies, and other income derived with respect to the series’
business of investing in such stock, securities or currencies. Any income derived by a series from a partnership or trust is
treated as derived with respect to the series’ business of investing in stock, securities, or currencies only to the extent that
such income is attributable to items of income that would have been qualifying income if realized by the series in the same
manner as by the partnership or trust.

An investment company may not qualify as a regulated investment company for any taxable year unless it satisfies certain
requirements with respect to the diversification of its investments at the close of each quarter of the taxable year. In general,
at least 50% of the value of its total assets must be represented by cash, cash items, government securities, securities of other
regulated investment companies and other securities which, with respect to any one issuer, do not represent more than 5% of
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the total assets of the fund nor more than 10% of the outstanding voting securities of such issuer. In addition, not more than
25% of the value of the fund’s total assets may be invested in the securities (other than government securities or the
securities of other regulated investment companies) of any one issuer. The Fund intends to satisfy all requirements on an
ongoing basis for continued qualification as a regulated investment company.

The 2003 Jobs and Growth Tax Relief Reconciliation Act reduced the federal tax rate on most dividends paid by U.S.
corporations to individuals after December 31, 2002. These qualifying corporate dividends are taxable at long-term capital
gains tax rates. Some, but not all, of the dividends paid by the Fund may be taxable at the reduced long-term capital gains
tax rate for individual shareholders. If the Fund designates a dividend as qualified dividend income, it generally will be
taxable to individual shareholders at the long-term capital gains tax rate, provided certain holding period requirements are
met.

Taxable dividends paid by the Fund to corporate sharecholders will be taxed at corporate income tax rates. Corporate
shareholders may be entitled to a dividends received deduction (“DRD”) for a portion of the dividends paid and designated
by the Fund as qualifying for the DRD.

If the Fund designates a dividend as a capital gains distribution, it generally will be taxable to shareholders as long-term
capital gains, regardless of how long the shareholders have held their Fund shares or whether they received in cash or
reinvested in additional shares. All taxable dividends paid by the Fund other than those designated as qualified dividend
income or capital gains distributions will be taxable as ordinary income to shareholders, whether received in cash or
reinvested in additional shares. To the extent the Fund engages in increased portfolio turnover, short-term capital gains may
be realized, and any distribution resulting from such gains will be considered ordinary income for federal tax purposes.

Shareholders who hold Fund shares in a tax-deferred account, such as a retirement plan, generally will not have to pay tax on
Fund distributions until they receive distributions from their account.

Each series of the Trust, including the Fund, will designate (i) any dividend of qualified dividend income as qualified
dividend income; (ii) any tax-exempt dividend as an exempt-interest dividend; (iii) any distribution of long-term capital gains
as a capital gain dividend; and (iv) any dividend eligible for the corporate dividends received deduction as such in a written
notice mailed to shareholders within 60 days after the close of the series’ taxable year. Shareholders should note that, upon
the sale or exchange of series shares, if the shareholder has not held such shares for at least six months, any loss on the sale
or exchange of those shares will be treated as long-term capital loss to the extent of the capital gains dividends received with
respect to the shares.

If the Fund declares a dividend in October, November, or December but pays it in January, it will be taxable to shareholders
as if they received it in the year it was declared. Every year, each sharcholder will receive a statement detailing the tax status
of any Fund distributions for that year.

A 4% nondeductible excise tax is imposed on regulated investment companies that fail to currently distribute an amount
equal to specified percentages of their ordinary taxable income and capital gain net income (excess of capital gains over
capital losses). Each series of the Trust, including the Fund, intends to make sufficient distributions or deemed distributions
of its ordinary taxable income and any capital gain net income prior to the end of each calendar year to avoid liability for this
excise tax.

If for any taxable year a series does not qualify for the special federal income tax treatment afforded regulated investment
companies, all of its taxable income will be subject to federal income tax at regular corporate rates (without any deduction
for distributions to its shareholders). In such event, dividend distributions (whether or not derived from interest on tax-
exempt securities) would be taxable as qualified dividends to individual shareholders to the extent of the series’ current and
accumulated earnings and profits, and would be eligible for the dividends received deduction for corporations.

In general, a shareholder who sells or redeems shares will realize a capital gain or loss, which will be long-term or short-
term, depending upon the shareholder’s holding period for the Fund shares. An exchange of shares may be treated as a sale
and any gain may be subject to tax.

The Fund will be required in certain cases to withhold and remit to the U.S. Treasury a percentage equal to the fourth lowest
tax rate for unmarried individuals (presently 28% for 2004) of taxable dividends or of gross proceeds realized upon sale paid
to shareholders who have failed to provide a correct tax identification number in the manner required, or who are subject to
withholding by the Internal Revenue Service for failure to include properly on their return payments of taxable interest or
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dividends, or who have failed to certify to the Fund that they are not subject to backup withholding when required to do so,
or that they are “exempt recipients.”

Depending upon the extent of the Fund’s activities in states and localities in which its offices are maintained, in which its
agents or independent contractors are located, or in which it is otherwise deemed to be conducting business, the Fund may be
subject to the tax laws of such states or localities. In addition, in those states and localities that have income tax laws, the
treatment of the Fund and its shareholders under such laws may differ from their treatment under federal income tax laws.

Dividends paid by the Fund to non-U.S. shareholders may be subject to U.S. withholding tax at the rate of 30% unless
reduced by treaty (and the shareholder files a valid Internal Revenue Service Form W-8BEN, or other applicable form, with
the Fund certifying foreign status and treaty eligibility) or the non-U.S. shareholder files an Internal Revenue Service Form
W-8ECI, or other applicable form, with the Fund certifying that the investment to which the distribution relates is effectively
connected to a United States trade or business of such non-U.S. shareholder (and, if certain tax treaties apply, is attributable
to a United States permanent establishment maintained by such non-U.S. shareholder). The Fund may elect not to withhold
the applicable withholding tax on any distribution representing a capital gains dividend to a non-U.S. shareholder.

The Fund will send shareholders information each year on the tax status of dividends and distributions. A dividend or capital
gains distribution paid shortly after shares have been purchased, although in effect a return of investment, is subject to
federal income taxation. Dividends from net investment income, along with capital gains, will be taxable to shareholders,
whether received in cash or Fund shares and no matter how long the shareholder has held Fund shares, even if they reduce
the net asset value of shares below the sharcholder’s cost and thus, in effect, result in a return of a part of the shareholder’s
investment.

MANAGEMENT OF THE FUND

This section of the SAI provides information about the persons who serve as Trustees and officers to the Trust and Fund,
respectively, as well as the entities that provide services to the Fund.

Trustees and Officers.

The Trustees are responsible for the management and supervision of the Fund. The Trustees set broad policies for the Fund and
choose the Fund’s officers. The Trustees also approve all significant agreements between the Trust, on behalf of the Fund, and
those companies that furnish services to the Fund; review performance of the Fund; and oversee activities of the Fund.
Generally, each Trustee and officer serves an indefinite term or until certain circumstances such as their resignation, death, or
otherwise as specified in the Trust’s organizational documents. Any Trustee may be removed at a meeting of shareholders by a
vote meeting the requirements of the Trust’s organizational documents. The following chart shows information for each Trustee,
including the Trustees who are not “interested persons” as defined in the 1940 Act (“Independent Trustees”) and the Trustee
who is an “interested person” as defined in the 1940 Act (“Interested Trustee”), as well as each officer of the Trust. The address
of each Trustee and officer, unless otherwise indicated, is 116 South Franklin Street, Rocky Mount, North Carolina 27802.
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Number of

Portfolios
in Fund
Position(s) Lenath Complex
Name, Aae, held with of Time Principal Occupation(s) Overseen Other Directorships
and Address Fund/Trust Served During Past 5 Years by Trustee Held by Trustee
Independent Trustees
Jack E. Brinson, 72 Trustee Since 8/92 | Retired; Previously, President of Brinson 3 Mr. Brinson serves as an Independent
Investment Co. (personal investments) and Trustee of the following: The
President of Brinson Chevrolet, Inc. (auto Nottingham Investment Trust II for the
dealership) six series of that trust; New Providence
Investment Trust for the one series of
that trust; Hillman Capital Management
Investment Trust for the two series of
that trust; de Leon Funds Trust for the
one series of that trust; MurphyMorris
Investment Trust for the one series of
that trust; Merit Advisors Investment
Trust for the one series of that trust;
Merit Advisors Investment Trust 11 for
the one series of that trust; and Tilson
Investment Trust for the two series of
that trust (all registered investment
companies)
Theo H. Pitt, Jr., 68 Trustee Since 4/02 | Senior Partner of Community Financial 3 Mr. Pitt serves as an Independent
Institutions Consulting, since 1997; Account Trustee of the following: de Leon Funds
Administrator of Holden Wealth Trust for the one series of that Trust;
Management Group of Wachovia Securities Hillman Capital Management
(money management firm), since September, Investment for the two series of that
2003 Trust; MurphyMorris Investment Trust
for the one series of that trust; Merit
Advisors Investment Trust for the one
series of that trust; Merit Advisors
Investment Trust II for the one series of
that trust; and Tilson Investment Trust
for the two series of that trust (all
registered investment companies)
Interested Trustee*
W. Whitfield Gardner, 42 Chairman Since 6/96 | Chairman and Chief Executive Officer of 3 None
Chief Executive Officer and Gardner Lewis Asset Management, L.P.
The Chesapeake Funds Chief (Advisor); Chairman and Chief Executive
285 Wilmington-West Chester | Executive Officer of Gardner Lewis Asset Management,
Pike Officer Inc. (investment advisor)
Chadds Ford, Pennsylvania -
(Principal
19317 Executive
Officer)

*Basis of Interestedness. W. Whitfield Gardner is an Interested Trustee because he is an officer and principal owner of Gardner Lewis Asset Management, L.P., the

investment advisor to the Fund.

Officers
John L. Lewis, IV, 41 President Since President of Gardner Lewis  Asset n/a n/a
The Chesapeake Funds 12/93 Management, L.P., since April 1990

285 Wilmington-West Chester
Pike

Chadds Ford, Pennsylvania
19317
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Number of

Portfolios
in Fund
Position(s) Lenath Complex
Name, Aae, held with of Time Principal Occupation(s) Overseen Other Directorships
and Address Fund/Trust Served During Past 5 Years by Trustee Held by Trustee
Tracey L. Hendricks, 37 Assistant Assistant Vice President of Financial Reporting, Tax, n/a n/a
Secretary Secretary Internal, Audit, and Compliance of The
and since Nottingham Company (Administrator to the
Treasurer 12/04 and | Fund), since 2004; previously, Vice President
(Principal Treasurer | of Special Projects of The Nottingham
Financial since Company from 2001 and Manager of Fund
Officer) 12/04 Accounting from 1994.
Julian G. Winters, 36 Secretary Secretary Vice President, Compliance Administration n/a n/a
and Assistant | since of The Nottingham Company, since 1998
Treasurer 12/04;
Assistant
Treasurer
since
12/02
William D. Zantzinger, 43 Vice Since Manager of Trading of Gardner Lewis Asset n/a n/a
The Chesapeake Funds President 12/93 Management, L.P.
285 Wilmington-West Chester | and Chief
Pike Compliance
Chadds Ford, Pennsylvania Officer
19317

Trustee Standing Committees. The Trustees have established the following standing committees:

Audit Committee: All of the Independent Trustees are members of the Audit Committee. The Audit Committee
oversees the Fund’s accounting and financial reporting policies and practices, reviews the results of the annual audits of
the Fund’s financial statements, and interacts with the Fund’s independent auditors on behalf of all the Trustees. The
Audit Committee operates pursuant to an Audit Committee Charter and meets periodically as necessary. The Audit
Committee met four times during the Fund’s last fiscal year.

Nominating Committee: All of the Independent Trustees are members of the Nominating Committee. The
Nominating Committee nominates, selects and appoints independent trustees to fill vacancies on the Board of
Trustees and to stand for election at meetings of the shareholders of the Trust. The nomination of independent
trustees is in the sole discretion of the Nominating Committee. The Nominating Committee meets only as necessary
and did not meet during the Fund’s last fiscal year. The Nominating Committee generally will not consider
nominees recommended by shareholders of the Trust.

Proxy Voting Committee: All of the Independent Trustees are members of the Proxy Voting Committee. The
Proxy Voting Committee will determine how the Fund should cast its vote, if called upon by the Trustees or the
Advisor, when a matter with respect to which the Fund is entitled to vote presents a conflict between the interests of
the Fund’s shareholders, on the one hand, and those of the Fund’s Advisor, principal underwriter or an affiliated
person of the Fund, its investment advisor, or principal underwriter, on the other hand. The Proxy Voting
Committee will also review the Trust’s Proxy Voting Policy and recommend any changes to the Board as it deems
necessary or advisable. The Proxy Voting Committee meets only as necessary and met once during the Fund’s last
fiscal year.

Qualified Legal Compliance Committee: All of the Independent Trustees are members of the Qualified Legal
Compliance Committee. The Qualified Legal Compliance Committee receives, investigates and makes
recommendations as to appropriate remedial action in connection with any report of evidence of a material violation
of securities laws or breach of fiduciary duty or similar violation by the Trust, its officers, trustees or agents. The
Qualified Legal Compliance Committee meets only as necessary and did not meet during the Fund’s last fiscal year.
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Beneficial Equity Ownership Information. The table below shows for each Trustee the amount of Fund equity securities
beneficially owned by each Trustee and the aggregate value of all investments in equity securities of the Fund complex, as of a
valuation date of December 31, 2004 and stated as one of the following ranges: A = None; B = $1-$10,000; C = $10,001-
$50,000; D = $50,001-$100,000; and E = over $100,000.

Aaareaate Dollar Range of
Eaquity Securities in All
Reaistered Investment

Dollar Ranae of Equity Companies Overseen
Securities By Trustee in Family of
Name of Trustee in the Fund Investment Companies*
Independent Trustees
Jack E. Brinson A B
Theo H. Pitt, Jr. A A

Interested Trustee

W. Whitfield Gardner E E

* Includes the three funds of the Trust.

Ownership of Securities of Advisor, Distributor, or Related Entities. As of December 31, 2004, none of the Independent
Trustees and/or their immediate family members own securities of the Advisor, Distributor, or any entity controlling, controlled
by, or under common control with the Advisor or Distributor.

Approval of the Investment Advisory Agreement. As discussed in the “Investment Advisor” section below, the Trustees
must specifically approve at least annually the renewal and continuance of the Investment Advisory Agreement (“Advisory
Agreement”) with the Advisor. During the year, the Trustees requested that the Advisor provide the Trustees with quarterly
reports on the performance of the Fund and the basic future strategy of the Advisor with regard to the Fund. In addition,
before the Trustees’ meeting to decide on whether to renew the Advisory Agreement, the Advisor was requested to provide
the Trustees with various information and materials about the Advisor and its services to the Fund. In evaluating whether to
renew and continue the Advisory Agreement, the Trustees reviewed the information and materials provided by the Advisor
as well as other materials and comparative reports provided by the Fund’s other service providers, including Fund counsel.
The Trustees also reviewed certain soft dollar arrangements involving broker rebates. These rebates were used by the Fund
to offset Fund expenses. The Advisor did not receive any direct benefits from the soft dollar arrangements other than the
benefit to the Fund.

In deciding on whether to renew and continue the Advisory Agreement, the Trustees considered numerous factors, including:
(1) the nature and extent of the services provided by the Advisor; (ii) the Advisor’s personnel and methods of operating; (iii)
the investment performance of the Fund; (iv) overall expenses of the Fund including the Expense Limitation Agreement
between the Trust on behalf of the Fund and the Advisor; (v) the financial condition of the Advisor; and (vi) the Advisor’s
investment strategy for the Fund.

Based upon its evaluation of the information, materials and factors described above, the Trustees concluded for the Fund: (i)
that the terms of the Advisory Agreement were reasonable and fair; (ii) that the fees paid to the Advisor under the Advisory
Agreement and the Fund’s expense ratio as compared to similar funds were reasonable and fair; (iii) that they were satisfied
with the Advisor’s services, personnel and investment strategy; and (iv) that it was in the best interest of the Trust and the
Fund to continue its relationship with the Advisor. Therefore, the Trustees, including the Trustees who are not a party to the
Advisory Agreement or interested persons of the Advisor, unanimously approved the renewal and continuation of the
Advisory Agreement for the Fund for another year.

Compensation. The officers of the Trust will not receive compensation from the Trust for performing the duties of their offices.
Each Trustee who is not an “interested person” of the Trust receives a fee of $7,500 each year, plus $400 per series of the Trust
per meeting attended in person or $150 per series of the Trust per meeting attended by telephone. Trustees and officers are
reimbursed for any out-of-pocket expenses incurred in connection with attendance at meetings. The following compensation
table for the Trustees is based on figures for the fiscal year ended October 31, 2004.
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Pension or Total
Retirement Compensation

Adaareqgate Benefits Accrued Estimated Annual from the Fund and
Name of Compensation As Part of Fund Benefits Upon Trust Paid to
Person, Position from the Fund Expenses Retirement Trustees*

Independent Trustees

Jack E. Brinson, Trustee $3,650 None None $10,950
Theo H. Pitt, Jr., Trustee $3,650 None None $10,950

Interested Trustee

W. Whitfield Gardner, Trustee None None None None

* Each of the Trustees serves as a Trustee to the three funds of the Trust, including the Fund.

Code of Ethics. The Trust and the Advisor each has adopted a code of ethics, as required by applicable law, which is designed
to prevent affiliated persons of the Trust and the Advisor from engaging in deceptive, manipulative, or fraudulent activities in
connection with securities held or to be acquired by the Fund (which may also be held by persons subject to this code). There
can be no assurance that the codes will be effective in preventing such activities.

Proxy Voting Policies. The Trust has adopted a proxy voting and disclosure policy that delegates to the Advisor the
authority to vote proxies for the Fund, subject to oversight of the Trustees. A copy of the Trust’s Proxy Voting and
Disclosure Policy and the Advisor’s Proxy Voting Policy and Procedures are included as Appendix B to this SAI.

No later than August 31 of each year, the Fund must file Form N-PX with the SEC. Form N-PX states how an investment
company voted proxies for the prior twelve-month period ended June 30. The Fund’s proxy voting records, as set forth in
the most recent Form N-PX filing, are available upon request without charge, by the calling the Fund at 1-800-430-3863.
This information is also available on the SEC’s website at http://www.sec.gov.

Principal Holders of Voting Securities. As of February 18, 2005, the Trustees and Officers of the Trust as a group owned
beneficially (i.e., had voting and/or investment power) 1.02% of the then outstanding shares of the Fund. On the same date the
following shareholders owned of record more than 5% of the outstanding shares of beneficial interest of the Fund. Except as
provided below, no person is known by the Trust to be the beneficial owner of more than 5% of the outstanding shares of the
Fund as of February 18, 2005.

Name and Address of Amount and Nature of
- ficial C - ficial C hi :
Charles Schwab & Co. Inc. 14,800,023.373 Shares 52.31%*

Attn: Mutual Funds Dept
101 Montgomery Street
San Francisco, CA 94104

Merrill Lynch Trust Company 3,150,700.942 Shares 11.14%
TTEE Retirement Group

1400 Merrill Lynch Drive

Pennington, NJ 08534-0725

* Pursuant to applicable SEC regulations, this shareholder is deemed to control the Fund. This is an omnibus account holding
shares for certain investors investing in the Fund through Charles Schwab & Co. Inc.

Investment Advisor. Information about the Advisor and its duties and compensation as advisor to the Fund is contained in the
Prospectus. The Advisor supervises the Fund’s investments pursuant to the Advisory Agreement. The Advisory Agreement is
currently effective for a one-year period and will be renewed thereafter only so long as such renewal and continuance is
specifically approved at least annually by the Trustees or by vote of a majority of the Fund’s outstanding voting securities,
provided the continuance is also approved by a majority of the Independent Trustees who are not parties to the Advisory
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Agreement or interested persons of any such party. The Advisory Agreement is terminable without penalty on 60-days’ notice
by the Fund (as approved by the Trustees or by vote of a majority of the Fund’s outstanding voting securities) or by the Advisor.
The Advisory Agreement provides that it will terminate automatically in the event of its assignment.

The Advisor manages the Fund’s investments in accordance with the stated policies of the Fund, subject to the approval of
the Trustees. The Advisor is responsible for investment decisions, and provides the Fund with portfolio managers who are
authorized by the Trustees to execute purchases and sales of securities. The portfolio managers for the Fund are W.
Whitfield Gardner and John L. Lewis, IV. Both are principals and control persons of the Advisor by ownership. W.
Whitfield Gardner, John L. Lewis, IV and William D. Zantzinger, Vice President of the Fund, are affiliated persons of the Fund
and the Advisor.

Under the Advisory Agreement, the Advisor is not liable for any error of judgment or mistake of law or for any loss suffered
by the Fund in connection with the performance of such agreement, except a loss resulting from a breach of fiduciary duty
with respect to the receipt of compensation for services or a loss resulting from willful misfeasance, bad faith or gross
negligence on the part of the Advisor in the performance of its duties or from its reckless disregard of its duties and
obligations under the Advisory Agreement.

The Advisor is entitled to a monthly management fee equal to an annual rate of 1.00% of the average daily net asset value of the
Fund. For the fiscal year ended October 31, 2004, the Advisor received its fee in the amount of $1,887,816 after voluntarily
waiving a portion of its fee in the amount of $39,574. For the fiscal year ended October 31, 2003, the Advisor received its fee in
the amount of $312,294 after voluntarily waiving a portion of its fee in the amount of $40,095. For the fiscal year ended
October 31, 2002, the Advisor received its fee in the amount of $181,334 after voluntarily waiving a portion of its fee in the
amount of $88,643.

Portfolio Managers

Compensation. The portfolio managers are principals of the Advisor and their compensation varies with the general
success of the Advisor as a firm. Each portfolio manager’s compensation consists of a fixed annual salary, plus additional
remuneration based on the overall performance of the Advisor for the given time period. The portfolio managers’
compensation is not linked to any specific factors, such as the Fund’s performance or asset level.

Ownership of Fund Shares. The table below shows the amount of Fund equity securities beneficially owned by each
portfolio manager as of the end of the Fund’s fiscal year ended October 31, 2004 stated as one of the following ranges: None;
$1-$10,000; $10,001-$50,000; $50,001-$100,000; $100,001-$500,000; $500,001-$1,000,000; and over $1,000,000.

Dollar Ranae of

Eduity Securities

Name of Portfolio Manager in the Fund
W. Whitfield Gardner Over $1,000,000
John L. Lewis, IV $500,001-$1,000,000

Other Accounts. In addition to the Fund, the portfolio managers (working as a team) are responsible for the day-to-day
management of certain other accounts, as follows:

Reaqgistered Investment Other Pooled Investment
Companjes* Vehicles QOther Accounts
Number of Number of Number of
Accounts Total Assets Accounts Total Assets Accounts Total Assets
W. Whitfield Gardner & 6 $551,000,000 5 $215,000,000 434 $2,783,000,000
John L. Lewis, IV
Accounts where 0 $0 4 $211,000,000 8 $304,000,000

compensation is based
upon account performance

* Includes the three funds of the Trust.
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Conflicts of Interests. Mr. Gardner’s and Mr. Lewis’s management of “other accounts” may give rise to potential
conflicts of interest in connection with their management of the Fund’s investments, on the one hand, and the investments of
the other accounts, on the other. The other accounts include foundation, endowment, corporate pension, mutual fund and
other pooled investment vehicles (collectively, the “Other Accounts™). The Other Accounts might have similar investment
objectives as the Fund, track the same index the Fund tracks or otherwise hold, purchase, or sell securities that are eligible to
be held, purchased, or sold by the Fund. While the portfolio managers” management of other accounts may give rise to the
following potential conflicts of interest, the Advisor does not believe that the conflicts, if any, are material or, to the extent
any such conflicts are material, the Advisor believes that it has designed policies and procedures that are designed to manage
those conflicts in an appropriate way.

Knowledge of the Timing and Size of Fund Trades. A potential conflict of interest may arise as a result of the
portfolio managers’ day-to-day management of the Fund. Because of their positions with the Fund, the portfolio managers
know the size, timing, and possible market impact of Fund trades. It is theoretically possible that the portfolio managers
could use this information to the advantage of other accounts they manage and to the possible detriment of the Fund.
However, because the Fund seeks to track its benchmark based on published information about the benchmark index, much
of this information is publicly available. Moreover, the Advisor has adopted policies and procedures reasonably designed to
allocate investment opportunities on a fair and equitable basis over time.

Investment Opportunities. The Advisor provides investment supervisory services for a number of investment
products that have varying investment guidelines. The same portfolio management team works across all investment
products. For some of these investment strategies, the Advisor may be compensated based on the profitability of the
account. These incentive compensation structures may create a conflict of interest for the Advisor with regard to other client
accounts where the Advisor is paid based on a percentage of assets in that the Advisor may have an incentive to allocate the
investment opportunities that it believes might be the most profitable to the client accounts where they might share in
investment gains. The Advisor has implemented policies and procedures in an attempt to ensure that investment
opportunities are allocated in a manner that is fair and appropriate to the various investment strategies based on the firm’s
investment strategy guidelines and individual client investment guidelines. When an investment opportunity is deemed
appropriate for more than one strategy, allocations are generally made on a pro-rata basis.

Fund Accountant and Administrator. The Trust has entered into an Amended and Restated Fund Accounting and
Compliance Administration Agreement with The Nottingham Management Company d/b/a The Nottingham Company
(““Administrator”), a North Carolina corporation, whose address is 116 South Franklin Street, Post Office Box 69, Rocky Mount,
North Carolina 27802-0069.

Compensation of the Administrator is based on a fund administration fee at the annual rate of 0.075% of the average daily net
assets of the Fund, plus an annual fee of $12,500 per class of shares. In addition, the Administrator receives a base monthly fund
accounting fee of $2,250 for each class of shares and an annual asset based fee of 0.01% of the net assets of the Fund for fund
accounting and recordkeeping services. The Administrator will also receive the following to procure and pay the custodian for
the Trust: 0.020% on the first $100 million of the Fund’s net assets and 0.009% on all assets over $100 million plus transaction
fees with a minimum annual fee of $4,800 ($400 per month). The Administrator also charges the Fund for certain costs involved
with the daily valuation of investment securities and is reimbursed for out-of-pocket expenses. For services to the Fund for the
fiscal years ended October 31, 2004, 2003 and 2002, the Administrator received $144,554, $26,429, and $20,248, respectively,
in fund administration fees. For the same years, the Administrator received fund accounting fees of $46,274, $30,524, and
$29,700, respectively.

The Administrator performs the following services for the Fund: (i) procures on behalf of, and coordinates with, the custodian
and monitors the services it provides to the Fund; (ii) coordinates with and monitors any other third parties furnishing services to
the Fund; (iii) provides the Fund with necessary office space, telephones and other communications facilities and personnel
competent to perform administrative and clerical functions for the Fund; (iv) assists or supervises the maintenance by third
parties of such books and records of the Fund as may be required by applicable federal or state law; (v) assists the preparation by
third parties of all federal, state and local tax returns and reports of the Fund required by applicable law; (vi) assists in the
preparation of and, after approval by the Trust, files and arranges for the distribution of proxy materials and periodic reports to
shareholders of the Fund as required by applicable law; (vii) assists in the preparation of, and, after approval by the Trust,
arranges for the filing of such registration statements and other documents with the SEC and other federal and state regulatory
authorities as may be required by applicable law; (viii) reviews and submits to the officers of the Trust for their approval
invoices or other requests for payment of Fund expenses and instruct the custodian to issue checks in payment thereof; and (ix)
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takes such other action with respect to the Fund as may be necessary in the opinion of the Administrator to perform its duties
under the agreement. The Administrator will also provide certain accounting and pricing services for the Fund.

Transfer Agent. The Trust has also entered into a Dividend Disbursing and Transfer Agent Agreement with North Carolina
Shareholder Services, LLC d/b/a NC Shareholder Services, LLC (“Transfer Agent”), a North Carolina limited liability company,
116 South Franklin Street, Post Office Box 4365, Rocky Mount, North Carolina 27803-0365 to serve as transfer, dividend
paying, and shareholder servicing agent for the Fund. For its services, the Transfer Agent receives a shareholder servicing fee of
$15 per shareholder per year, with a minimum fee of $1,500 per month per fund and a minimum fee of $750 per month for each
additional class of shares. For the fiscal years ended October 31, 2004, 2003 and 2002, the Transfer Agent received $19,636,
$18,000, and $18,000, respectively, in such shareholder servicing fees.

Distributor. Capital Investment Group, Inc. (“Distributor”), Post Office Box 32249, Raleigh, North Carolina 27622, acts as an
underwriter and distributor of the Fund’s shares for the purpose of facilitating the registration of shares of the Fund under state
securities laws and to assist in sales of Fund shares pursuant to the Distribution Agreement approved by the Trustees.

In this regard, the Distributor has agreed at its own expense to qualify as a broker-dealer under all applicable federal or state laws
in those states which the Fund shall from time to time identify to the Distributor as states in which it wishes to offer its shares for
sale, in order that state registrations may be maintained for the Fund.

The Distributor is a broker-dealer registered with the SEC and a member in good standing of the National Association of
Securities Dealers, Inc.

The Distribution Agreement may be terminated by either party upon 60-days’ prior written notice to the other party.

Custodian. Wachovia Bank, N.A., successor by merger to First Union National Bank (“Custodian”), 123 South Broad Street,
Institutional Custody-PA4942, Philadelphia, Pennsylvania 19109, serves as custodian for the Fund’s assets. The Custodian acts
as the depository for the Fund, safekeeps its portfolio securities, collects all income and other payments with respect to portfolio
securities, disburses monies at the Fund’s request and maintains records in connection with its duties as Custodian. For its
services as Custodian, the Custodian is entitled to receive from the Administrator a fee based on the average net assets of the
Fund held by the Custodian plus additional out of pocket and transaction expenses incurred by the Fund.

Independent Registered Public Accounting Firm. Deloitte & Touche LLP, Two World Center, New York, New York
10281-1414 serves as the independent registered public accounting firm for the Fund, audits the annual financial statements of
the Fund, prepares the Fund’s federal and state tax returns, and consults with the Fund on matters of accounting and federal and
state income taxation. A copy of the most recent annual report of the Fund will accompany this SAI whenever it is requested by
a shareholder or prospective investor.

Legal Counsel. Parker, Poe, Adams & Bernstein L.L.P., Charlotte, North Carolina, serves as legal counsel to the Trust and the
Fund.

SPECIAL SHAREHOLDER SERVICES
The Fund offers the following shareholder services:

Regular Account. The regular account allows for voluntary investments to be made at any time. Available to individuals,
custodians, corporations, trusts, estates, corporate retirement plans and others, investors are free to make additions and
withdrawals to or from their account as often as they wish. When an investor makes an initial investment in the Fund, a
shareholder account is opened in accordance with the investor’s registration instructions. Each time there is a transaction in a
shareholder account, such as an additional investment or the reinvestment of a dividend or distribution, the shareholder will
receive a confirmation statement showing the current transaction and all prior transactions in the shareholder account during the
calendar year to date, along with a summary of the status of the account as of the transaction date. As stated in the Prospectus,
share certificates are generally not issued.

Automatic Investment Plan. The automatic investment plan enables shareholders to make regular monthly or quarterly
investments in shares through automatic charges to their checking account. With shareholder authorization and bank approval,
the Fund will automatically charge the checking account for the amount specified ($100 minimum) which will be automatically
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invested in shares at the public offering price on or about the 21st day of the month. The shareholder may change the amount of
the investment or discontinue the plan at any time by writing to the Fund.

Systematic Withdrawal Plan. Shareholders owning shares with a value of $25,000 or more may establish a systematic
withdrawal plan. A shareholder may receive monthly or quarterly payments, in amounts of not less than $250 per payment, by
authorizing the Fund to redeem the necessary number of shares periodically (each month, or quarterly in the months of March,
June, September and December) in order to make the payments requested. The Fund has the capacity of electronically
depositing the proceeds of the systematic withdrawal directly to the shareholder’s personal bank account ($5,000 minimum per
bank wire). Instructions for establishing this service are included in the Fund Shares Application, enclosed in the Prospectus, or
available by calling the Fund. If the shareholder prefers to receive his systematic withdrawal proceeds in cash, or if such
proceeds are less than the $5,000 minimum for a bank wire, checks will be made payable to the designated recipient and mailed
within 7 days of the valuation date. If the designated recipient is other than the registered shareholder, the signature of each
shareholder must be guaranteed on the application (see “Redeeming Your Shares - Signature Guarantees” in the Prospectus). A
corporation (or partnership) must also submit a “Corporate Resolution” (or “Certification of Partnership”) indicating the names,
titles and required number of signatures authorized to act on its behalf. The application must be signed by a duly authorized
officer(s) and the corporate seal affixed. No redemption fees are charged to shareholders under this plan. Costs in conjunction
with the administration of the plan are borne by the Fund. Shareholders should be aware that such systematic withdrawals may
deplete or use up entirely their initial investment and may result in realized long-term or short-term capital gains or losses. The
systematic withdrawal plan may be terminated at any time by the Fund upon sixty days written notice or by a shareholder upon
written notice to the Fund. Applications and further details may be obtained by calling the Fund at 1-800-430-3863, or by
writing to:

The Chesapeake Core Growth Fund
c/o NC Shareholder Services
116 South Franklin Street
Post Office Box 4365
Rocky Mount, North Carolina 27803-0365

Purchases in Kind. The Fund may accept securities in lieu of cash in payment for the purchase of shares in the Fund. The
acceptance of such securities is at the sole discretion of the Advisor based upon the suitability of the securities accepted for
inclusion as a long-term investment of the Fund, the marketability of such securities, and other factors that the Advisor may
deem appropriate. If accepted, the securities will be valued using the same criteria and methods as described in “Purchase and
Redemption Price — Determining the Fund’s Net Asset Value” in the Prospectus.

Redemptions in Kind. The Fund does not intend, under normal circumstances, to redeem its securities by payment in kind. It
is possible, however, that conditions may arise in the future which would, in the opinion of the Trustees, make it undesirable for
the Fund to pay for all redemptions in cash. In such case, the Trustees may authorize payment to be made in readily marketable
portfolio securities of the Fund. Securities delivered in payment of redemptions would be valued at the same value assigned to
them in computing the net asset value per share. Shareholders receiving them would incur brokerage costs when these securities
are sold. An irrevocable election has been filed under Rule 18f-1 of the 1940 Act, wherein the Fund committed itself to pay
redemptions in cash, rather than in kind, to any shareholder of record of the Fund who redeems during any ninety-day period, the
lesser of (i) $250,000 or (ii) one percent (1%) of the Fund’s net asset value at the beginning of such period.

Transfer of Registration. To transfer shares to another owner, send a written request to the Fund at the address shown herein.
Your request should include the following: (i) the Fund name and existing account registration; (ii) signature(s) of the registered
owner(s) exactly as the signature(s) appear(s) on the account registration; (iii) the new account registration, address, social
security or taxpayer identification number and how dividends and capital gains are to be distributed; (iv) signature guarantees
(See the Prospectus under the heading “Redeeming Your Shares - Signature Guarantees™); and (v) any additional documents
which are required for transfer by corporations, administrators, executors, trustees, guardians, etc. If you have any questions
about transferring shares, call or write the Fund.

DISCLOSURE OF PORTFOLIO HOLDINGS

The Trustees have adopted a policy that governs the disclosure of portfolio holdings. This policy is intended to ensure that
such disclosure is in the best interests of the shareholders of the Fund and to address possible conflicts of interest. Under the
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Fund’s policy, the Fund and Advisor generally will not disclose the Fund’s portfolio holdings to a third party unless such
information is made available to the public. The policy provides that the Fund and Advisor may disclose non-public
portfolio holdings information as required by law and under other limited circumstances that are set forth in more detail
below.

The Fund will publicly disclose a complete schedule of the Fund’s portfolio holdings, as reported on a fiscal quarter basis.
This information is generally available within 60 days of the Fund’s fiscal quarter end and will remain accessible until the
posting of the next fiscal quarter’s portfolio holdings report. You may obtain a copy of these quarterly portfolio holdings
reports by calling the Fund at 1-800-430-3863. The Fund will also file these quarterly portfolio holdings reports with the
SEC on Form N-CSR or Form N-Q, as applicable. The Fund’s Form N-CSR and Form N-Q are available on the SEC’s
website at http://www.sec.gov and may be reviewed and copied at the SEC’s Public Reference Room in Washington, DC.
The first and third quarter portfolio holdings reports will be filed with the SEC on Form N-Q and the second and fourth fiscal
quarter portfolio holdings reports will be included with the semi-annual and annual financial statements, respectively, which
are sent to shareholders and filed with the SEC on Form N-CSR.

The Fund and/or Advisor may, from time to time, provide additional portfolio holdings information, including lists of the ten
largest holdings and the complete portfolio holdings as of the end of each calendar quarter. The Fund will generally make
this information available to the public on its website at http://www.chesapeakefunds.com within thirty days of the end of the
calendar quarter and such information will remain available until new information for the next calendar quarter is posted.
The Fund may also send this information to shareholders of the Fund and to mutual fund analysts and rating and trading
entities; provided that the Fund will not send this information to shareholders of the Fund or analysts or rating and/or trading
entities until one day after such information has been publicly disclosed on the Fund’s website.

The Fund and/or Advisor may share non-public portfolio holdings information with the Fund’s service providers, such as the
Fund’s accountants, Administrator, custodian, proxy voting services (as identified in the Advisor’s Proxy Voting Policy
included in Appendix B to this SAI), and the Fund’s counsel, who require such information for legitimate business and Fund
oversight purposes. The Fund and/or Advisor may also provide non-public portfolio holdings information to appropriate
regulatory agencies as required by applicable laws and regulations. The Fund’s service providers receiving such non-public
information are subject to confidentiality obligations.

The Fund currently does not provide non-public portfolio holdings information to any other third parties. In the future, the Fund
may elect to disclose such information to other third parties if the Advisor determines that the Fund has a legitimate business
purpose for doing so and the recipient is subject to a duty of confidentiality. The Advisor is responsible for determining which
other third parties have a legitimate business purpose for receiving the Fund’s portfolio holdings information.

The Fund’s policy regarding disclosure of portfolio holdings is subject to the continuing oversight and direction of the
Trustees. The Advisor and Administrator are required to report to the Trustees any known disclosure of the Fund’s portfolio
holdings to unauthorized third parties. The Fund has not (and does not intend to) enter into any arrangement providing for
the receipt of compensation or other consideration in exchange for the disclosure of non-public portfolio holdings
information, other than the benefits that result to the Fund and its shareholders from providing such information, which
include the publication of Fund ratings and rankings.

ADDITIONAL INFORMATION ON PERFORMANCE

From time to time, the total return of the Fund may be quoted in advertisements, sales literature, shareholder reports or other
communications to shareholders. The “average annual total return” of the Fund refers to the average annual compounded rate
of return over the stated period that would equate an initial investment in the Fund at the beginning of the period to its ending
redeemable value, assuming reinvestment of all dividends and distributions and deduction of all recurring charges, other than
charges and deductions which may be imposed under the Fund’s contracts. Performance figures will be given for the recent
one-year, five-year, and ten-year periods or for the life of the Fund if it has not been in existence for any such periods, and
any other periods as may be required under applicable law or regulation. When considering average annual total return
figures for periods longer than one year, it is important to note that the annual total return for the Fund for any given year
might have been greater or less than its average for the entire period.
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The average annual total return (before taxes) is calculated by finding the average annual compounded rates of return over the
applicable period that would equate the initial amount invested to the ending value using the following formula:

P(1+T)" = ERV

Where P = a hypothetical initial payment of $1,000
T = average annual total return
n = number of years
ERV = Ending Redeemable Value of a hypothetical initial payment of $1,000

The average annual total return (after taxes on distributions) is calculated by finding the average annual compounded rates of
return over the applicable period that would equate the initial amount invested to the ending value using the following
formula:

P(1+T)" = ATVp

Where P = a hypothetical initial payment of $1,000
T = average annual total return (after taxes on distributions)
n = number of years
ATVp = Ending Redeemable Value of a hypothetical initial payment of $1,000, after taxes on fund distributions
but not after taxes on redemption

The average annual total return (after taxes on distributions and sale of fund shares) is calculated by finding the average
annual compounded rates of return over the applicable period that would equate the initial amount invested to the ending
value using the following formula:

P(1+T)" = ATVpRr

Where P = a hypothetical initial payment of $1,000
T = average annual total return (after taxes on distributions and redemptions)
n = number of years
ATVpR = Ending Redeemable Value of a hypothetical initial payment of $1,000, after taxes on fund distributions
and redemption

The calculation of average annual total return and aggregate total return assumes an initial $1,000 investment and that there is a
reinvestment of all dividends and capital gain distributions on the reinvestment dates during the period. The ending redeemable
value is determined by assuming complete redemption of the hypothetical investment and the deduction of all nonrecurring
charges at the end of the period covered by the computations. These performance quotations should not be considered as
representative of the Fund’s performance for any specified period in the future.

The Fund may also compute the “cumulative total return” of the Fund, which represents the total change in value of an
investment in the Fund for a specified period (again reflecting changes in Fund share prices and assuming reinvestment of
Fund distributions). Cumulative total return is calculated in a similar manner as average annual total return, except that the
return is aggregated, rather than annualized. The Fund may also compute average annual total return and cumulative total
return after taxes on distributions and after taxes on distributions and redemption, which are calculated in a similar manner
after adjustments for taxes on distributions and taxes on distributions and redemption.

The calculations of average annual total return and cumulative total return after taxes on fund distributions and redemption
assume there is a reinvestment of all dividends and capital gain distributions, less the taxes due on such distributions, on the
reinvestment dates during the period. The ending value after taxes on fund distributions and redemption is determined by
assuming complete redemption of the hypothetical investment and the deduction of all nonrecurring charges at the end of the
period covered by the computations and subtracting of capital gains taxes resulting from the redemption and adding the tax
benefit from capital losses resulting from the redemption.

The performance quotations below (before and after taxes) should not be considered representative of the Fund’s performance
for any specified period in the future and after-tax returns are calculated using the historical highest individual federal marginal
income tax rates and do not reflect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax
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situation and may differ from those shown and are not applicable to investors who hold Fund shares through tax-deferred
arrangements such as an individual retirement account (IRA) or 401(k) plan.

The average annual returns before taxes on distributions of the Fund for the one-year and five-year periods ended October 31,
2004 and the period since September 29, 1997, date of commencement of operations of the Fund (“Inception”), through October
31, 2004 were 4.26%, 3.82%, and 9.40%, respectively. The cumulative total return before taxes on distributions of the Fund
since Inception through October 31, 2004 was 89.08%. The average annual returns after taxes on distributions of the Fund for
the one-year and five-year periods ended October 31, 2004 and the period since Inception through October 31, 2004 were
4.26%, 2.46%, and 8.38%, respectively. The cumulative total return after taxes on distributions of the Fund since Inception
through October 31, 2004 was 76.95%. The average annual returns after taxes on distributions and sale of shares of the Fund for
the one-year and five-year periods ended October 31, 2004 and the period since Inception through October 31, 2004 were
2.77%., 2.53%, and 7.68%, respectively. The cumulative total return after taxes on distributions and sale of shares of the Fund
since Inception through October 31, 2004 was 69.02%.

The Fund’s performance may be compared in advertisements, sales literature, sharecholder reports, and other communications to
the performance of other mutual funds having similar objectives or to standardized indices or other measures of investment
performance. In particular, the Fund may compare its performance to the S&P 500 Total Return Index and the NASDAQ
Industrials Index, which are generally considered to be representative of the performance of unmanaged common stocks that are
publicly traded in the U.S. securities markets. Comparative performance may also be expressed by reference to a ranking
prepared by a mutual fund monitoring service or by one or more newspapers, newsletters or financial periodicals. The Fund may
also occasionally cite statistics to reflect its volatility and risk. The Fund may also compare its performance to other published
reports of the performance of unmanaged portfolios of companies. The performance of such unmanaged portfolios generally
does not reflect the effects of dividends or dividend reinvestment. Of course, there can be no assurance that the Fund will
experience the same results. Performance comparisons may be useful to investors who wish to compare the Fund’s past
performance to that of other mutual funds and investment products. Of course, past performance is not a guarantee of future
results.

The Fund’s performance fluctuates on a daily basis largely because net earnings and net asset value per share fluctuate daily.
Both net earnings and net asset value per share are factors in the computation of total return as described above.

As indicated, from time to time, the Fund may advertise its performance compared to similar funds or portfolios using certain
indices, reporting services, and financial publications. These may include the following:

+ Lipper Analytical Services, Inc. which ranks funds in various fund categories by making comparative calculations using
total return. Total return assumes the reinvestment of all capital gains distributions and income dividends and takes into
account any change in net asset value over a specific period of time.

* Morningstar, Inc., an independent rating service, which is the publisher of the bi-weekly Mutual Fund Values. Mutual
Fund Values rates more than 1,000 NASDAQ-listed mutual funds of all types, according to their risk-adjusted returns.
The maximum rating is five stars, and ratings are effective for two weeks.

Investors may use such indices in addition to the Fund’s Prospectus to obtain a more complete view of the Fund’s performance
before investing. Of course, when comparing the Fund’s performance to any index, factors such as composition of the index and
prevailing market conditions should be considered in assessing the significance of such comparisons. When comparing funds
using reporting services, or total return, investors should take into consideration any relevant differences in funds such as
permitted portfolio compositions and methods used to value portfolio securities and compute offering price. Advertisements and
other sales literature for the Fund may quote total returns that are calculated on non-standardized base periods. The total returns
represent the historic change in the value of an investment in the Fund based on monthly reinvestment of dividends over a
specified period of time.

From time to time the Fund may include in advertisements and other communications information, charts, and illustrations
relating to inflation and the effects of inflation on the dollar, including the purchasing power of the dollar at various rates of
inflation. The Fund may also disclose from time to time information about its portfolio allocation and holdings at a particular
date (including ratings of securities assigned by independent rating services such as S&P and Moody’s). The Fund may also
depict the historical performance of the securities in which the Fund may invest over periods reflecting a variety of market or
economic conditions either alone or in comparison with alternative investments, performance indices of those investments, or
economic indicators. The Fund may also include in advertisements and in materials furnished to present and prospective
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shareholders statements or illustrations relating to the appropriateness of types of securities and/or mutual funds that may be
employed to meet specific financial goals, such as saving for retirement, children’s education, or other future needs.

FINANCIAL STATEMENTS

The audited financial statements for the fiscal year ended October 31, 2004, including the financial highlights appearing in the
Fund’s Annual Report to shareholders, are incorporated by reference and made a part of this document.
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APPENDIX A - DESCRIPTION OF RATINGS

The various ratings used by the nationally recognized securities rating services are described below. A rating by a rating service
represents the service’s opinion as to the credit quality of the security being rated. However, the ratings are general and are not
absolute standards of quality or guarantees as to the creditworthiness of an issuer. Consequently, the Advisor believes that the
quality of fixed income securities in which the Fund may invest should be continuously reviewed and that individual analysts
give different weightings to the various factors involved in credit analysis. A rating is not a recommendation to purchase, sell or
hold a security because it does not take into account market value or suitability for a particular investor. When a security has
received a rating from more than one service, each rating is evaluated independently. Ratings are based on current information
furnished by the issuer or obtained by the rating services from other sources that they consider reliable. Ratings may be changed,
suspended or withdrawn as a result of changes in or unavailability of such information, or for other reasons.

STANDARD & POOR’S® RATINGS SERVICES. The following summarizes the highest four ratings used by Standard
& Poor’s Ratings Services (“S&P”), a division of McGraw-Hill Companies, Inc., for bonds which are deemed to be
Investment-Grade Debt Securities by the Advisor:

AAA - This is the highest rating assigned by S&P to a debt obligation and indicates an extremely strong capacity of
the obligor to meet its financial commitment on the obligation.

AA - Debt rated AA differs from AAA issues only in a small degree. The obligor’s capacity to meet its financial
commitment on the obligation is very strong.

A - Debt rated A is somewhat more susceptible to the adverse effects of changes in circumstances and economic
conditions than debt in higher-rated categories. However, the obligor’s capacity to meet its financial commitment
on the obligation is still strong.

BBB - Debt rated BBB exhibits adequate protection parameters. However, adverse economic conditions or
changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial
commitment on the obligation.

To provide more detailed indications of credit quality, the AA, A and BBB ratings may be modified by the addition of a plus
or minus sign to show relative standing within these major rating categories.

Bonds rated BB, B, CCC, CC and C are not considered by the Advisor to be Investment-Grade Debt Securities and are
regarded as having significant speculative characteristics. BB indicates the lowest degree of speculation and C the highest
degree of speculation. While such bonds may have some quality and protective characteristics, these may be outweighed by
large uncertainties or major risk exposures to adverse conditions.

Commercial paper rated A-1 by S&P indicates that the degree of safety regarding timely payment is strong. Those issues
determined to possess extremely strong safety characteristics are denoted A-1+. Capacity for timely payment on commercial
paper rated A-2 is satisfactory, but the relative degree of safety is not as high as for issues designated A-1.

The rating SP-1 is the highest rating assigned by S&P to short term notes and indicates strong capacity to pay principal and
interest. An issue determined to possess a very strong capacity to pay debt service is given a plus (+) designation. The
rating SP-2 indicates a satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and
economic changes over the term of the notes. The rating SP-3 indicates a speculative capacity to pay principal and interest.

MOODY’S INVESTOR SERVICE, INC. The following summarizes the highest four ratings used by Moody’s Investors

EPR L)

Service, Inc. (“Moody’s”) for fixed-income obligations with an original maturity of one year or more, which are deemed to
be Investment-Grade Securities by the Advisor:

Aaa — Bond obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

Aa — Bond obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
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A — Bond obligations rated A are considered upper-medium grade and are subject to low credit risk.

Baa — Bond obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and as
such may possess certain speculative characteristics.

Obligations which are rated Ba, B, Caa, Ca or C by Moody’s are not considered “Investment-Grade Debt Securities” by the
Advisor. Obligations rated Ba are judged to have speculative elements and are subject to substantial credit risk. Obligations
rated B are considered speculative and are subject to high credit risk. Obligations rated Caa are judged to be of poor
standing and are subject to very high credit risk.

Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa. The
modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-
range ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.

Short-Term Ratings.

Moody’s short-term ratings are opinions of the ability of issuers to honor short-term financial obligations. Ratings may be
assigned to issuers, short-term programs or to individual short-term debt instruments. Such obligations generally have an
original maturity not exceeding thirteen months, unless explicitly noted.

Moody’s employs the following designations to indicate the relative repayment ability of rated issuers:
P-1 -Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt obligations.
P-2 - Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations.
P-3 - Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term obligations.
NP - Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.

Note: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most long-term rating of the
issuer, its guarantor or support-provider.

US Municipal Short-Term Debt And Demand Obligation Ratings

Short-Term Debt Ratings - There are three rating categories for short-term municipal obligations that are considered
investment grade. These ratings are designated as Municipal Investment Grade (MIG) and are divided into three levels —
MIG 1 through MIG 3. In addition, those short-term obligations that are of speculative quality are designated SG, or
speculative grade. MIG ratings expire at the maturity of the obligation.

MIG 1 - This designation denotes superior credit quality. Excellent protection is afforded by established cash flows,
highly reliable liquidity support, or demonstrated broad-based access to the market for refinancing.

MIG 2 - This designation denotes strong credit quality. Margins of protection are ample, although not as large as in
the preceding group.

MIG 3 - This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and
market access for refinancing is likely to be less well-established.

SG - This designation denotes speculative-grade credit quality. Debt instruments in this category may lack
sufficient margins of protection.

Demand Obligation Ratings - In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a
long or short-term debt rating and a demand obligation rating. The first element represents Moody’s evaluation of the degree of
risk associated with scheduled principal and interest payments. The second element represents Moody’s evaluation of the degree
of risk associated with the ability to receive purchase price upon demand ("demand feature"), using a variation of the MIG rating
scale, the Variable Municipal Investment Grade or VMIG rating.

26



When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR, e.g., Aaa/NR or NR/VMIG
1.

VMIG rating expirations are a function of each issue’s specific structural or credit features.

VMIG 1 - This designation denotes superior credit quality. Excellent protection is afforded by the superior short-
term credit strength of the liquidity provider and structural and legal protections that ensure the timely payment of
purchase price upon demand.

VMIG 2 - This designation denotes strong credit quality. Good protection is afforded by the strong short-term
credit strength of the liquidity provider and structural and legal protections that ensure the timely payment of
purchase price upon demand.

VMIG 3 - This designation denotes acceptable credit quality. Adequate protection is afforded by the satisfactory
short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely
payment of purchase price upon demand.

SG - This designation denotes speculative-grade credit quality. Demand features rated in this category may be
supported by a liquidity provider that does not have an investment grade short-term rating or may lack the structural
and/or legal protections necessary to ensure the timely payment of purchase price upon demand.

FITCH RATINGS. The following summarizes the highest four ratings used by Fitch, Inc. (“Fitch”):
Long-Term Ratings.

AAA — Highest credit quality. The rating AAA denotes that the lowest expectation of credit risk. They are
assigned only in case of exceptionally strong capacity for timely payment of financial commitments. This capacity
is highly unlikely to be adversely affected by foreseeable events.

AA — Very high credit quality. The rating AA denotes a very low expectation of credit risk. They indicate very
strong capacity for timely payment of financial commitments. This capacity is not significantly vulnerable to
foreseeable events.

A — High credit quality. The rating A denotes a low expectation of credit risk. The capacity for timely payment of
financial commitments is considered strong. This capacity may, nevertheless, be more vulnerable to changes in
circumstances or in economic conditions than is the case for higher rating.

BBB — Good credit quality. The rating BBB indicates that there is currently a low expectation of credit risk. The
capacity for timely payment of financial commitments is considered adequate, but adverse changes in circumstances
and in economic conditions are more likely to impair this capacity. This is the lowest investment grade category.

Long-term securities rated below BBB by Fitch are not considered by the Advisor to be investment-grade securities.
Securities rated BB and B are regarded as speculative with regard to a possible credit risk developing. BB is considered
speculative and B is considered highly speculative. Securities rated CCC, CC and C are regarded as a high default risk. A
rating CC indicates that default of some kind appears probable, while a rating C signals imminent default. Securities rated
DDD, D and D indicate a default has occurred.

Short-Term Ratings.

F1 - Highest credit quality. The rating F1 indicates the strongest capacity for timely payment of financial
commitments; may have an added (+) to denote any exceptionally strong credit feature.

F2 — Good credit quality. The rating F2 indicates a satisfactory capacity for timely payment of financial
commitment, but the margin of safety is not as great as in the case of the higher ratings.

F3 — Fair credit quality. The rating F3 indicates the capacity for timely payment of financial commitments is
adequate; however, near-term adverse changes could result in a reduction to non-investment grade.
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B — Speculative. The rating B indicates minimal capacity for timely payment of financial commitments, plus
vulnerability to near-term adverse changes in financial and economic conditions.

Short-term rates B, C and D by Fitch are considered by the Advisor to be below investment-grade securities. Short-term
securities rated B are considered speculative, securities rated C have a high default risk and securities rated D denote actual
or imminent payment default.

(+) or (-) suffixes may be appended to a rating to denote relative status within major rating categories. Such suffixes are not
added to long-term ratings “AAA” category or to the categories below “CCC”, nor to short-term ratings other than “F1”.
The suffix “NR” indicates that Fitch does not publicly rate the issuer or issue in question.
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APPENDIX B - PROXY VOTING POLICIES
The following proxy voting policies are provided:
(1) the Trust’s Proxy Voting and Disclosure Policy and

(2) the Advisor’s Proxy Voting and Disclosure Policy, including a detailed description of the Advisor’s specific
proxy voting guidelines.
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GARDNER LEWIS INVESTMENT TRUST

PROXY VOTING AND DISCLOSURE POLICY

Introduction

Effective April 14, 2003, the Securities and Exchange Commission (“SEC”) adopted rule and form amendments
under the Securities Act of 1933, the Securities Exchange Act of 1934, and the Investment Company Act of 1940
(“Investment Company Act”) to require registered management investment companies to provide disclosure about
how they vote proxies for their portfolio securities (collectively, the rule and form amendments are referred to
herein as the “IC Amendments™).

The IC Amendments require that the Gardner Lewis Investment Trust (“Trust”) and each of its series of shares, The
Chesapeake Aggressive Growth Fund, The Chesapeake Growth Fund and The Chesapeake Core Growth Fund
(individually “Fund” and collectively “Funds”), disclose the policies and procedures used to determine how to vote
proxies for portfolio securities. The IC Amendments also require the Funds to file with the SEC and to make
available to their shareholders the specific proxy votes cast for portfolio securities.

This Proxy Voting and Disclosure Policy (“Policy”) is designed to ensure that the Funds comply with the
requirements of the IC Amendments, and otherwise fulfills their obligations with respect to proxy voting,
disclosure, and recordkeeping. The overall goal is to ensure that each Fund’s proxy voting is managed in an effort
to act in the best interests of its sharcholders. While decisions about how to vote must be determined on a case-by-
case basis, proxy voting decisions will be made considering these guidelines and following the procedures recited
herein.

Specific Proxy Voting Policies and Procedures
A General

The Trust’s Board of Trustees (“Board”) believes that the voting of proxies is an important part of portfolio
management as it represents an opportunity for shareholders to make their voices heard and to influence the
direction of a company. The Trust and the Funds are committed to voting corporate proxies in the manner that best
serves the interests of the Funds’ shareholders.

B. Delegation to Fund’s Advisor

The Board believes that Gardner Lewis Asset Management L.P. (“Advisor”), as the Funds’ investment Advisor, is
in the best position to make individual voting decisions for each Fund consistent with this Policy. Therefore,
subject to the oversight of the Board, the Advisor is hereby delegated the following duties:

(1) to make the proxy voting decisions for each Fund; and

(i1) to assist each Fund in disclosing the Fund’s proxy voting record as required by Rule 30b1-4 under the
Investment Company Act, including providing the following information for each matter with respect to
which the Fund was entitled to vote: (a) information identifying the matter voted on; (b) whether the matter
was proposed by the issuer or by a security holder; (¢) whether and how the Fund cast its vote; and (d)
whether the Fund cast its vote for or against management.

The Board, including a majority of the independent trustees of the Board, must approve the Advisor’s Proxy Voting

and Disclosure Policy (“Advisor’s Voting Policy”) as it relates to each Fund. The Board must also approve any
material changes to the Advisor’s Voting Policy no later than four (4) months after adoption by the Advisor.
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C. Conflicts

In cases where a matter with respect to which a Fund is entitled to vote presents a conflict between the interest of the
Fund’s shareholders, on the one hand, and those of the Fund’s Advisor, principal underwriter, or an affiliated person of
the Fund, its Advisor or principal underwriter, on the other hand, the Fund shall always vote in the best interest of the
Fund’s shareholders. For purposes of this Policy, a vote shall be considered in the best interest of the Fund’s
shareholders (i) when a vote is cast consistent with a specific voting policy as set forth in the Advisor’s Voting Policy,
provided such specific voting policy was approved by the Board or (ii) when a vote is cast consistent with the decision
of the Trust’s Proxy Voting Committee (as defined below). In addition, provided the Advisor is not affiliated with a
Fund’s principal underwriter or an affiliated person of the principal underwriter and neither the Fund’s principal
underwriter nor an affiliated person of the principal underwriter has influenced the Advisor with respect to a matter to
which the Fund is entitled to vote, a vote by the Advisor shall not be considered a conflict between the Fund’s
shareholders and the Fund’s principal underwriter or affiliated person of the principal underwriter.

Fund Disclosure

A Disclosure of Fund Policies and Procedures With Respect to Voting Proxies Relating to Portfolio
Securities

Beginning with a Fund’s next annual update to its Statement of Additional Information (“SAI”) on Form N-1A after
July 1, 2003, the Fund shall disclose this Policy, or a description of the policies and procedures of this Policy, to its
shareholders. The Fund will notify shareholders in the SAI and the Fund’s shareholder reports that a description of
this Policy is available upon request, without charge, by calling a specified toll-free telephone number, by reviewing
the Fund’s website, if applicable, and by reviewing filings available on the SEC’s website at http://www.sec.gav.
The Fund will send this description of the Fund’s Policy within three business days of receipt of any shareholder
request, by first-class mail or other means designed to ensure equally prompt delivery.

B. Disclosure of the Fund’s Complete Proxy Voting Record

In accordance with Rule 30b1-4 of the Investment Company Act, beginning after June 30, 2004, each Fund shall
disclose to its shareholders on Form N-PX the Fund’s complete proxy voting record for the twelve month period
ended June 30 by no later than August 31 of each year.

Each Fund shall disclose the following information on Form N-PX for each matter relating to a portfolio security
considered at any shareholder meeting held during the period covered by the report and with respect to which to the
Fund was entitled to vote:

(1) The name of the issuer of the portfolio security;
(i1) The exchange ticker symbol of the portfolio security (if available through reasonably practicable
means);

(ii1) The Council on Uniform Security Identification Procedures (“CUSIP”) number for the portfolio
security (if available through reasonably practicable means);

(iv) The shareholder meeting date;

v) A brief identification of the matter voted on;

(vi) Whether the matter was proposed by the issuer or by a security holder;

(vii) Whether the Fund cast its vote on the matter;

(viii)  How the Fund cast its vote (e.g., for or against proposal, or abstain; for or withhold regarding
election of directors); and

(ix) Whether the Fund cast its vote for or against management.

Each Fund shall make its proxy voting record available to shareholders either upon request or by making available
an electronic version on or through the Fund’s website, if applicable. If the Fund discloses its proxy voting record
on or through its website, the Fund shall post the information disclosed in the Fund’s most recently filed report on
Form N-PX on the website beginning the same day it files such information with the SEC.
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Each Fund shall also include in its annual reports, semi-annual reports and SAI a statement that information
regarding how the Fund voted proxies relating to portfolio securities during the most recent twelve-month period
ended June 30 is available (1) without charge upon request, by calling a specified toll-free (or collect) telephone
number, or (if applicable) on or through the Fund’s website at a specified Internet address; and (2) on the SEC’s
website. If the Fund discloses that its proxy voting record is available by calling a toll-free (or collect) telephone
number, it shall send the information disclosed in the Fund’s most recently filed report on Form N-PX within three
business days of receipt of a request for this information, by first-class mail or other means designed to ensure
equally prompt delivery.

Recordkeeping

The Trust shall keep the following records for a period of at least five years, the first two in an easily accessible
place:

(1) A copy of this Policy;

(i1) Proxy statements received regarding each Fund’s securities;
(ii1) Records of votes cast on behalf of each Fund; and
(iv) A record of each shareholder request for proxy voting information and the Fund’s response,

including the date of the request, the name of the shareholder, and the date of the response.
The foregoing records may be kept as part of the Advisor’s records.

A Fund may rely on proxy statements filed on the SEC EDGAR system instead of keeping its own copies, and may
rely on proxy statements and records of proxy votes cast by the Fund’s Advisor that are maintained with a third
party such as a proxy voting service, provided that an undertaking is obtained from the third party to provide a copy
of the documents promptly upon request.

Proxy Voting Committee
A General

The proxy voting committee of the Trust (“Proxy Voting Committee) shall be composed entirely of independent
trustees of the Board and may be comprised of one or more such independent trustees as the Board may, from time to
time, decide. The purpose of the Proxy Voting Committee shall be to determine how a Fund should cast its vote, if
called upon by the Board or the Advisor, when a matter with respect to which the Fund is entitled to vote presents a
conflict between the interest of the Fund’s shareholders, on the one hand, and those of the Fund’s Advisor, principal
underwriter, or an affiliated person of the Fund, its Advisor or principal underwriter, on the other hand.

B. Powers and Methods of Operation

The Proxy Voting Committee shall have all the powers necessary to fulfill its purpose as set forth above and such other
powers and perform such other duties as the Board may, from time to time, grant and/or assign the Proxy Voting
Committee. The Proxy Voting Committee shall meet at such times and places as the Proxy Voting Committee or the
Board may, from time to time, determine. The act of a majority of the members of the Proxy Voting Committee in
person, by telephone conference or by consent in writing without a meeting shall be the act of the Proxy Voting
Committee. The Proxy Voting Committee shall have the authority to utilize Trust counsel at the expense of the Trust if
necessary. The Proxy Voting Committee shall prepare minutes of each meeting and keep such minutes with the Trust’s
records. The Proxy Voting Committee shall review this Policy and recommend any changes to the Board as it deems
necessary or advisable.
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VL. Other
This Policy may be amended, from time to time, as determined by the Board.

Adopted as of this Ist day of July, 2003.
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GARDNER LEWIS ASSET MANAGEMENT

PROXY VOTING POLICY

It is the intent of Gardner Lewis Asset Management (“Gardner Lewis”) to vote proxies in the best interests of the firm’s
clients. In order to facilitate this proxy voting process, Gardner Lewis receives proxy voting and corporate governance advice
from Institutional Shareholder Services (“ISS”) to assist in the due diligence process related to making appropriate proxy voting
decisions related to client accounts. Corporate actions are monitored by Gardner Lewis’ operations and research staff through
information received from ISS regarding upcoming issues.

Clients with separately managed accounts may request a copy of this policy or how proxies relating to their securities were voted
by contacting the advisor directly. Investors in the Chesapeake Family of Funds (individually “Fund” or collectively “Funds”)
may request a copy of this policy or the Fund’s proxy voting record upon request, without charge, by calling the Fund at 1-800-
430-3863, by reviewing the Fund’s website, if applicable, or by reviewing filings available on the SEC’s website at
http://www.sec.gov.

I. INSTITUTIONAL SHAREHOLDER SERVICES (ISS)

ISS is an independent investment advisor that specializes in providing a variety of fiduciary level proxy related services to
institutional investment managers, plan sponsors, custodians, consultants, and other institutional investors. Gardner Lewis utilizes
the ISS Standard Policy. These services, provided to Gardner Lewis, include in-depth research, analysis, and voting
recommendations. In the vast majority of circumstances proxy issues are voted in accordance with ISS recommendations.

Gardner Lewis has also appointed a group of senior level employees to act as a Proxy Committee (‘“Proxy Committee™). In those
circumstances where the Portfolio Manager or Analyst who covers a security for Gardner Lewis determines that they wish to vote
contrary to ISS’s recommendations, the Proxy Committee reviews the issue and makes the final decision regarding how shares will
be voted. In evaluating issues, the Proxy Committee may consider information from ISS, the Analyst/Portfolio Manager, the
management of the subject company, and shareholder groups.

Il. CONFLICTS OF INTEREST

As stated above, the Proxy Committee reviews all of those issues where Gardner Lewis’ internal research staff believes that
proxies should be voted contrary to ISS guidelines. The Proxy Committee’s review is intended to determine if a material conflict
of interest exists that should be considered in the vote decision. The Proxy Committee examines business, personal and familial
relationships with the subject company and/or interested parties. If a conflict of interest is believed to exist, the Proxy Committee
will direct that the proxy issue must be voted with ISS’s recommendation. In the event ISS is unable to make a recommendation
on a proxy vote regarding an investment held by a Fund, the Proxy Committee will defer the decision to the Fund’s Proxy Voting
Committee, which is made up of independent trustees. Decisions made by the Fund’s Proxy Voting Committee will be used to
vote proxies for other Gardner Lewis clients holding the same security. For securities not held by a Fund, if ISS is unable to make
a recommendation then Gardner Lewis’s internal Proxy Committee will direct the voting of such shares.
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I11. VOTING PROCEDURES

The physical voting process and recordkeeping of votes is carried out by Gardner Lewis Operations Staff at both the broader
company and individual account levels through the Automatic Data Processing, Inc. (ADP) Proxy Edge System.

Gardner Lewis votes most proxies for clients where voting authority has been given to the advisor by the client. However, in some
circumstances the advisor may decide not to vote some proxies if they determine that voting such proxies is not in the client’s best
interests. For example: the advisor may choose not to vote routine matters if shares would need to be recalled in a stock loan
program. Gardner Lewis will not vote:

1) when the shares are sold after the record date but before the meeting date,

2) proxies for legacy securities held in a new client account previously managed by another manager that the advisor

intends to sell,

3) proxies for securities held in an unsupervised portion of a client’s account,

4) proxies that are subject to blocking restrictions, proxies that require the advisor to travel overseas in order to vote, or

5) proxies that are written in a language other than English.

IV. RECORD RETENTION

Gardner Lewis retains records relating to:

1) Proxy voting policies and procedures

2) Proxy statements received for client securities (The advisor may rely on filings made on Edgar or its voting
service to maintain this record)

3) Records of votes cast on behalf of clients

4) Records of client requests for proxy voting info

5) Documents prepared by the advisor that were material to making a proxy voting decision or memorialized the basis
for the decisions.

All such records will be maintained as required by applicable laws and regulations.

V. VOTING GUIDELINES

Attached is the current ISS Proxy Voting Guidelines Summary that provides general voting parameters on various types of
issues when there are no extenuating circumstances. As discussed above, in the vast majority of circumstances proxy issues
will be voted in accordance with ISS recommendations.

Gardner Lewis reserves the right to amend and revise this policy without notice at any time.

This policy is dated June 30, 2003.
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ISS PROXY VOTING GUIDELINES SUMMARY

The following is a condensed version of all proxy voting recommendations contained in The ISS Proxy Voting Manual.
1. OPERATIONAL ITEMS

Adjourn Meeting
Generally vote AGAINST proposals to provide management with the authority to adjourn an annual or special meeting
absent compelling reasons to support the proposal.

Amend Quorum Requirements
Vote AGAINST proposals to reduce quorum requirements for shareholder meetings below a majority of the shares
outstanding unless there are compelling reasons to support the proposal.

Amend Minor Bylaws
Vote FOR bylaw or charter changes that are of a housekeeping nature (updates or corrections).

Change Company Name
Vote FOR proposals to change the corporate name.

Change Date, Time, or Location of Annual Meeting
Vote FOR management proposals to change the date/time/location of the annual meeting unless the proposed change is
unreasonable.

Vote AGAINST shareholder proposals to change the date/time/location of the annual meeting unless the current scheduling
or location is unreasonable.

Ratifying Auditors
Vote FOR proposals to ratify auditors, unless any of the following apply:
e An auditor has a financial interest in or association with the company, and is therefore not independent
e Fees for non-audit services are excessive, or
e There is reason to believe that the independent auditor has rendered an opinion which is neither accurate nor
indicative of the company’s financial position.

Vote CASE-BY-CASE on shareholder proposals asking companies to prohibit or limit their auditors from engaging in non-
audit services.

Vote CASE-BY-CASE on shareholder proposals asking for audit firm rotation, taking into account the tenure of the audit
firm, the length of rotation specified in the proposal, any significant audit-related issues at the company, and whether the
company has a periodic renewal process where the auditor is evaluated for both audit quality and competitive price.

Transact Other Business
Vote AGAINST proposals to approve other business when it appears as voting item.

2. BOARD OF DIRECTORS

Voting on Director Nominees in Uncontested Elections

Votes on director nominees should be made on a CASE-BY-CASE basis, examining the following factors: composition of
the board and key board committees, attendance at board meetings, corporate governance provisions and takeover activity,
long-term company performance relative to a market index, directors’ investment in the company, whether the chairman is
also serving as CEO, and whether a retired CEO sits on the board. However, there are some actions by directors that should
result in votes being withheld. These instances include directors who:
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Attend less than 75 percent of the board and committee meetings without a valid excuse

Implement or renew a dead-hand or modified dead-hand poison pill

Ignore a shareholder proposal that is approved by a majority of the shares outstanding

Ignore a shareholder proposal that is approved by a majority of the votes cast for two consecutive years

Failed to act on takeover offers where the majority of the shareholders tendered their shares

Are inside directors or affiliated outsiders and sit on the audit, compensation, or nominating committees

Are inside directors or affiliated outsiders and the full board serves as the audit, compensation, or nominating
committee or the company does not have one of these committees

e Are audit committee members and the non -audit fees paid to the auditor are excessive.

In addition, directors who enacted egregious corporate governance policies or failed to replace management as appropriate
would be subject to recommendations to withhold votes.

o Are inside directors or affiliated outside directors and the full board is less than majority independent

o Sit on more than six public company boards

Age Limits
Vote AGAINST shareholder or management proposals to limit the tenure of outside directors either through term
limits or mandatory retirement ages.

Board Size
Vote FOR proposals seeking to fix the board size or designate a range for the board size.

Vote AGAINST proposals that give management the ability to alter the size of the board outside of a specified range without
shareholder approval.

Classification/Declassification of the Board
Vote AGAINST proposals to classify the board.

Vote FOR proposals to repeal classified boards and to elect all directors annually.

Cumulative Voting
Vote AGAINST proposals to eliminate cumulative voting.

Vote proposals to restore or permit cumulative voting on a CASE-BY-CASE basis based on the extent that shareholders have
access to the board through their own nominations.

Director and Officer Indemnification and Liability Protection
Proposals on director and officer indemnification and liability protection should be evaluated on a CASE-BY-CASE basis,
using Delaware law as the standard.

Vote AGAINST proposals to eliminate entirely directors’ and officers’ liability for monetary damages for violating the duty
of care.

Vote AGAINST indemnification proposals that would expand coverage beyond just legal expenses to acts, such as
negligence, that are more serious violations of fiduciary obligation than mere carelessness.

Vote FOR only those proposals providing such expanded coverage in cases when a director’s or officer’s legal defense was
unsuccessful if both of the following apply:
e The director was found to have acted in good faith and in a manner that he reasonably believed was in the best
interests of the company, and
e Only if the director’s legal expenses would be covered.

Establish/Amend Nominee Qualifications
Vote CASE-BY-CASE on proposals that establish or amend director qualifications. Votes should be based on how
reasonable the criteria are and to what degree they may preclude dissident nominees from joining the board.
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Vote AGAINST shareholder proposals requiring two candidates per board seat.

Filling Vacancies/Removal of Directors
Vote AGAINST proposals that provide that directors may be removed only for cause.

Vote FOR proposals to restore shareholder ability to remove directors with or without cause.
Vote AGAINST proposals that provide that only continuing directors may elect replacements to fill board vacancies.
Vote FOR proposals that permit shareholders to elect directors to fill board vacancies.

Independent Chairman (Separate Chairman/CEQ)

Generally vote FOR shareholder proposals requiring the position of chairman be filled by an independent director unless
there are compelling reasons to recommend against the proposal, such as a counterbalancing governance structure. This
should include all of the following:

e Designated lead director, elected by and from the independent board members with clearly delineated and
comprehensive duties. (The role may alternatively reside with a presiding director, vice chairman, or rotating lead
director).

e Two-thirds independent board

e All-independent key committees

o Established governance guidelines

Majority of Independent Directors/Establishment of Committees
Vote FOR shareholder proposals asking that a majority or more of directors be independent unless the board composition
already meets the proposed threshold by ISS’s definition of independence.

Vote FOR shareholder proposals asking that board audit, compensation, and/or nominating committees be composed
exclusively of independent directors if they currently do not meet that standard.

Open Access
Vote CASE-BY-CASE on shareholder proposals asking for open access taking into account the ownership threshold
specified in the proposal and the proponent’s rationale for targeting the company in terms of board and director conduct.

Stock Ownership Requirements

Generally vote AGAINST shareholder proposals that mandate a minimum amount of stock that directors must own in order
to qualify as a director or to remain on the board. While ISS favors stock ownership on the part of directors, the company
should determine the appropriate ownership requirement.

Vote CASE-BY-CASE shareholder proposals asking that the company adopt a holding or retention period for its
executives (for holding stock after the vesting or exercise of equity awards), taking into account any stock ownership
requirements or holding period/retention ratio already in place and the actual ownership level of executives.

Term Limits
Vote AGAINST shareholder or management proposals to limit the tenure of outside directors either through term
limits or mandatory retirement ages.

3. PROXY CONTESTS

Voting for Director Nominees in Contested Elections

Votes in a contested election of directors must be evaluated on a CASE-BY-CASE basis, considering the following factors:
o Long-term financial performance of the target company relative to its industry; management’s track record
e Background to the proxy contest
o Qualifications of director nominees (both slates)
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o Evaluation of what each side is offering shareholders as well as the likelihood that the proposed objectives and goals
can be met; and stock ownership positions.

Reimbursing Proxy Solicitation Expenses
Voting to reimburse proxy solicitation expenses should be analyzed on a CASE-BY-CASE basis. In cases where ISS
recommends in favor of the dissidents, we also recommend voting for reimbursing proxy solicitation expenses.

Confidential Voting

Vote FOR shareholder proposals requesting that corporations adopt confidential voting, use independent vote tabulators and
use independent inspectors of election, as long as the proposal includes a provision for proxy contests as follows: In the case
of a contested election, management should be permitted to request that the dissident group honor its confidential voting
policy. If the dissidents agree, the policy remains in place. If the dissidents will not agree, the confidential voting policy is
waived.

Vote FOR management proposals to adopt confidential voting.

4. ANTITAKEOVER DEFENSES AND VOTING RELATED ISSUES

Advance Notice Requirements for Shareholder Proposals/Nominations

Votes on advance notice proposals are determined on a CASE-BY-CASE basis, giving support to those proposals which
allow shareholders to submit proposals as close to the meeting date as reasonably possible and within the broadest window

possible.

Amend Bylaws without Shareholder Consent
Vote AGAINST proposals giving the board exclusive authority to amend the bylaws.

Vote FOR proposals giving the board the ability to amend the bylaws in addition to shareholders.

Poison Pills
Vote FOR shareholder proposals requesting that the company submit its poison pill to a shareholder vote or redeem it.

Vote FOR shareholder proposals asking that any future pill be put to a sharecholder vote.

Shareholder Ability to Act by Written Consent
Vote AGAINST proposals to restrict or prohibit sharcholder ability to take action by written consent.

Vote FOR proposals to allow or make easier shareholder action by written consent.

Shareholder Ability to Call Special Meetings
Vote AGAINST proposals to restrict or prohibit shareholder ability to call special meetings.

Vote FOR proposals that remove restrictions on the right of shareholders to act independently of management.

Supermajority Vote Requirements
Vote AGAINST proposals to require a supermajority shareholder vote.

Vote FOR proposals to lower supermajority vote requirements.
5. MERGERS AND CORPORATE RESTRUCTURINGS

Appraisal Rights
Vote FOR proposals to restore, or provide shareholders with, rights of appraisal.

Asset Purchases
Vote CASE-BY-CASE on asset purchase proposals, considering the following factors:
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Purchase price

Fairness opinion

Financial and strategic benefits
How the deal was negotiated
Conflicts of interest

Other alternatives for the business
Noncompletion risk.

Asset Sales

Votes on asset sales should be determined on a CASE-BY-CASE basis, considering the following factors:
o Impact on the balance sheet/working capital

Potential elimination of diseconomies

Anticipated financial and operating benefits

Anticipated use of funds

Value received for the asset

Fairness opinion

How the deal was negotiated

Conflicts of interest.

Bundled Proposals

Review on a CASE-BY-CASE basis bundled or “conditioned” proxy proposals. In the case of items that are conditioned
upon each other, examine the benefits and costs of the packaged items. In instances when the joint effect of the conditioned
items is not in sharcholders’ best interests, vote against the proposals. If the combined effect is positive, support such
proposals.

Conversion of Securities

Votes on proposals regarding conversion of securities are determined on a CASE-BY-CASE basis. When evaluating these
proposals the investor should review the dilution to existing shareholders, the conversion price relative to market value,
financial issues, control issues, termination penalties, and conflicts of interest.

Vote FOR the conversion if it is expected that the company will be subject to onerous penalties or will be forced to
file for bankruptcy if the transaction is not approved.

Corporate Reorganization/Debt Restructuring/Prepackaged Bankruptcy Plans/Reverse Leveraged Buyouts/Wrap
Plans
Votes on proposals to increase common and/or preferred shares and to issue shares as part of a debt restructuring plan are
determined on a CASE-BY-CASE basis, taking into consideration the following:
o Dilution to existing shareholders' position
Terms of the offer
Financial issues
Management's efforts to pursue other alternatives
Control issues
Conflicts of interest.

Vote FOR the debt restructuring if it is expected that the company will file for bankruptcy if the transaction is not approved.

Formation of Holding Company
Votes on proposals regarding the formation of a holding company should be determined on a CASE-BY-CASE basis, taking
into consideration the following:
o The reasons for the change
Any financial or tax benefits
Regulatory benefits
Increases in capital structure
Changes to the articles of incorporation or bylaws of the company.
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e Absent compelling financial reasons to recommend the transaction, vote AGAINST the formation of a holding
company if the transaction would include either of the following:

e Increases in common or preferred stock in excess of the allowable maximum as calculated by the ISS Capital
Structure model

e Adverse changes in shareholder rights

Going Private Transactions (LBOs and Minority Squeezeouts)
Vote going private transactions on a CASE-BY-CASE basis, taking into account the following: offer price/premium, fairness
opinion, how the deal was negotiated, conflicts of interest, other alternatives/offers considered, and non-completion risk.

Joint Ventures

Votes CASE-BY-CASE on proposals to form joint ventures, taking into account the following: percentage of assets/business
contributed, percentage ownership, financial and strategic benefits, governance structure, conflicts of interest, other
alternatives, and non-completion risk.

Liquidations
Votes on liquidations should be made on a CASE-BY-CASE basis after reviewing management’s efforts to pursue other
alternatives, appraisal value of assets, and the compensation plan for executives managing the liquidation.

Vote FOR the liquidation if the company will file for bankruptcy if the proposal is not approved.

Mergers and Acquisitions/ Issuance of Shares to Facilitate Merger or Acquisition
Votes on mergers and acquisitions should be considered on a CASE-BY-CASE basis, determining whether the transaction
enhances shareholder value by giving consideration to the following:
e Prospects of the combined company, anticipated financial and operating benefits
Offer price
Fairness opinion
How the deal was negotiated
Changes in corporate governance
Change in the capital structure
Conflicts of interest.

Private Placements/Warrants/Convertible Debentures

Votes on proposals regarding private placements should be determined on a CASE-BY-CASE basis. When evaluating these
proposals the investor should review: dilution to existing shareholders' position, terms of the offer, financial issues,
management’s efforts to pursue other alternatives, control issues, and conflicts of interest.

Vote FOR the private placement if it is expected that the company will file for bankruptcy if the transaction is not
approved.

Spinoffs

Votes on spinoffs should be considered on a CASE-BY-CASE basis depending on:
e Tax and regulatory advantages

Planned use of the sale proceeds

Valuation of spinoff

Fairness opinion

Benefits to the parent company

Conflicts of interest

Managerial incentives

Corporate governance changes

Changes in the capital structure.

Value Maximization Proposals
Vote CASE-BY-CASE on shareholder proposals seeking to maximize shareholder value by hiring a financial advisor to
explore strategic alternatives, selling the company or liquidating the company and distributing the proceeds to shareholders.
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These proposals should be evaluated based on the following factors: prolonged poor performance with no turnaround in
sight, signs of entrenched board and management, strategic plan in place for improving value, likelihood of receiving
reasonable value in a sale or dissolution, and whether company is actively exploring its strategic options, including retaining
a financial advisor.

6. STATE OF INCORPORATION

Control Share Acquisition Provisions
Vote FOR proposals to opt out of control share acquisition statutes unless doing so would enable the completion of a
takeover that would be detrimental to shareholders.

Vote AGAINST proposals to amend the charter to include control share acquisition provisions.
Vote FOR proposals to restore voting rights to the control shares.

Control Share Cashout Provisions
Vote FOR proposals to opt out of control share cashout statutes.

Disgorgement Provisions
Vote FOR proposals to opt out of state disgorgement provisions.

Fair Price Provisions

Vote proposals to adopt fair price provisions on a CASE-BY-CASE basis, evaluating factors such as the vote required to
approve the proposed acquisition, the vote required to repeal the fair price provision, and the mechanism for determining the
fair price.

Generally, vote AGAINST fair price provisions with shareholder vote requirements greater than a majority of disinterested
shares.

Freezeout Provisions
Vote FOR proposals to opt out of state freezeout provisions.

Greenmail

Vote FOR proposals to adopt antigreenmail charter of bylaw amendments or otherwise restrict a company’s ability to make
greenmail payments.

Review on a CASE-BY-CASE basis antigreenmail proposals when they are bundled with other charter or bylaw
amendments.

Reincorporation Proposals

Proposals to change a company's state of incorporation should be evaluated on a CASE-BY-CASE basis, giving
consideration to both financial and corporate governance concerns, including the reasons for reincorporating, a comparison
of the governance provisions, and a comparison of the jurisdictional laws.

Vote FOR reincorporation when the economic factors outweigh any neutral or negative governance changes.

Stakeholder Provisions
Vote AGAINST proposals that ask the board to consider nonshareholder constituencies or other nonfinancial effects when
evaluating a merger or business combination.

State Antitakeover Statutes

Review on a CASE-BY-CASE basis proposals to opt in or out of state takeover statutes (including control share acquisition
statutes, control share cash-out statutes, freezeout provisions, fair price provisions, stakeholder laws, poison pill
endorsements, severance pay and labor contract provisions, antigreenmail provisions, and disgorgement provisions).

7. CAPITAL STRUCTURE
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Adjustments to Par Value of Common Stock
Vote FOR management proposals to reduce the par value of common stock.

Common Stock Authorization
Votes on proposals to increase the number of shares of common stock authorized for issuance are determined on a CASE-
BY-CASE basis using a model developed by ISS.

Vote AGAINST proposals at companies with dual-class capital structures to increase the number of authorized shares of the
class of stock that has superior voting rights.

Vote FOR proposals to approve increases beyond the allowable increase when a company's shares are in danger of
being delisted or if a company's ability to continue to operate as a going concern is uncertain.

Dual-class Stock
Vote AGAINST proposals to create a new class of common stock with superior voting rights.

Vote FOR proposals to create a new class of nonvoting or subvoting common stock if:
o Itisintended for financing purposes with minimal or no dilution to current shareholders
o Itis not designed to preserve the voting power of an insider or significant shareholder

Issue Stock for Use with Rights Plan
Vote AGAINST proposals that increase authorized common stock for the explicit purpose of implementing a shareholder
rights plan (poison pill).

Preemptive Rights
Review on a CASE-BY-CASE basis shareholder proposals that seek preemptive rights. In evaluating proposals on
preemptive rights, consider the size of a company, the characteristics of its shareholder base, and the liquidity of the stock.

Preferred Stock
Vote AGAINST proposals authorizing the creation of new classes of preferred stock with unspecified voting, conversion,
dividend distribution, and other rights ("blank check" preferred stock).

Vote FOR proposals to create "declawed" blank check preferred stock (stock that cannot be used as a takeover defense).

Vote FOR proposals to authorize preferred stock in cases where the company specifies the voting, dividend, conversion, and
other rights of such stock and the terms of the preferred stock appear reasonable.

Vote AGAINST proposals to increase the number of blank check preferred stock authorized for issuance when no
shares have been issued or reserved for a specific purpose.

Vote CASE-BY-CASE on proposals to increase the number of blank check preferred shares after analyzing the number of
preferred shares available for issue given a company's industry and performance in terms of shareholder returns.

Recapitalization

Votes CASE-BY-CASE on recapitalizations (reclassifications of securities), taking into account the following: more
simplified capital structure, enhanced liquidity, fairness of conversion terms, impact on voting power and dividends, reasons
for the reclassification, conflicts of interest, and other alternatives considered.

Reverse Stock Splits
Vote FOR management proposals to implement a reverse stock split when the number of authorized shares will be

proportionately reduced.

Vote FOR management proposals to implement a reverse stock split to avoid delisting.
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Votes on proposals to implement a reverse stock split that do not proportionately reduce the number of shares authorized for
issue should be determined on a CASE-BY-CASE basis using a model developed by ISS.

Share Repurchase Programs
Vote FOR management proposals to institute open-market share repurchase plans in which all shareholders may participate
on equal terms.

Stock Distributions: Splits and Dividends

Vote FOR management proposals to increase the common share authorization for a stock split or share dividend, provided
that the increase in authorized shares would not result in an excessive number of shares available for issuance as determined
using a model developed by ISS.

Tracking Stock

Votes on the creation of tracking stock are determined on a CASE-BY-CASE basis, weighing the strategic value of the
transaction against such factors as: adverse governance changes, excessive increases in authorized capital stock, unfair
method of distribution, diminution of voting rights, adverse conversion features, negative impact on stock option plans, and
other alternatives such as spinoff.

8. EXECUTIVE AND DIRECTOR COMPENSATION

Votes with respect to equity-based compensation plans should be determined on a CASE-BY-CASE basis. Our
methodology for reviewing compensation plans primarily focuses on the transfer of shareholder wealth (the dollar cost of
pay plans to shareholders instead of simply focusing on voting power dilution). Using the expanded compensation data
disclosed under the SEC’s rules, ISS will value every award type. ISS will include in its analyses an estimated dollar cost for
the proposed plan and all continuing plans. This cost, dilution to shareholders’ equity, will also be expressed as a percentage
figure for the transfer of shareholder wealth, and will be considered along with dilution to voting power. Once ISS
determines the estimated cost of the plan, we compare it to a company-specific dilution cap.

Our model determines a company-specific allowable pool of shareholder wealth that may be transferred from the company to
plan participants, adjusted for:
e Long-term corporate performance (on an absolute basis and relative to a standard industry peer group and an
appropriate market index),
e Cash compensation, and
o Categorization of the company as emerging, growth, or mature.

These adjustments are pegged to market capitalization.

Vote AGAINST plans that expressly permit the repricing of underwater stock options without sharecholder approval.
Generally vote AGAINST plans in which the CEO participates if there is a disconnect between the CEO’s pay and company
performance (an increase in pay and a decrease in performance) and the main source of the pay increase (over half) is equity-
based. A decrease in performance is based on negative one- and three-year total shareholder returns. An increase in pay is
based on the CEO’s total direct compensation (salary, cash bonus, present value of stock options, face value of restricted
stock, face value of long-term incentive plan payouts, and all other compensation) increasing over the previous year. Also
WITHHOLD votes from the Compensation Committee members.

Director Compensation

Votes on compensation plans for directors are determined on a CASE-BY-CASE basis, using a proprietary,

quantitative model developed by ISS.

Stock Plans in Lieu of Cash

Votes for plans which provide participants with the option of taking all or a portion of their cash compensation in the form of

stock are determined on a CASE-BY-CASE basis.

Vote FOR plans which provide a dollar-for-dollar cash for stock exchange.
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Votes for plans which do not provide a dollar-for-dollar cash for stock exchange should be determined on a CASE BY-
CASE basis using a proprietary, quantitative model developed by ISS.

Director Retirement Plans
Vote AGAINST retirement plans for nonemployee directors.

Vote FOR shareholder proposals to eliminate retirement plans for nonemployee directors.

Management Proposals Seeking Approval to Reprice Options
Votes on management proposals seeking approval to reprice options are evaluated on a CASE-BY-CASE basis giving
consideration to the following:
o Historic trading patterns
Rationale for the repricing
Value-for-value exchange
Option vesting
Term of the option
Exercise price
Participation.

Employee Stock Purchase Plans
Votes on employee stock purchase plans should be determined on a CASE-BY-CASE basis.

Vote FOR employee stock purchase plans where all of the following apply:
o Purchase price is at least 85 percent of fair market value
o Offering period is 27 months or less, and
e The number of shares allocated to the plan is ten percent or less of the outstanding shares

Vote AGAINST employee stock purchase plans where any of the following apply:
o Purchase price is less than 85 percent of fair market value, or
o Offering period is greater than 27 months, or
o The number of shares allocated to the plan is more than ten percent of the outstanding shares

Incentive Bonus Plans and Tax Deductibility Proposals (OBRA-Related Compensation Proposals)
Vote FOR proposals that simply amend shareholder-approved compensation plans to include administrative features or place
a cap on the annual grants any one participant may receive to comply with the provisions of Section 162(m).

Vote FOR proposals to add performance goals to existing compensation plans to comply with the provisions of Section
162(m) unless they are clearly inappropriate.

Votes to amend existing plans to increase shares reserved and to qualify for favorable tax treatment under the provisions of
Section 162(m) should be considered on a CASE-BY-CASE basis using a proprietary, quantitative model developed by ISS.

Generally vote FOR cash or cash and stock bonus plans that are submitted to shareholders for the purpose of exempting
compensation from taxes under the provisions of Section 162(m) if no increase in shares is requested.

Employee Stock Ownership Plans (ESOPs)
Vote FOR proposals to implement an ESOP or increase authorized shares for existing ESOPs, unless the number of shares

allocated to the ESOP is excessive (more than five percent of outstanding shares.)

401(k) Employee Benefit Plans
Vote FOR proposals to implement a 401(k) savings plan for employees.

Shareholder Proposals Regarding Executive and Director Pay
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Generally, vote FOR shareholder proposals seeking additional disclosure of executive and director pay information, provided
the information requested is relevant to shareholders' needs, would not put the company at a competitive disadvantage
relative to its industry, and is not unduly burdensome to the company.

Vote AGAINST shareholder proposals seeking to set absolute levels on compensation or otherwise dictate the amount or
form of compensation.

Vote AGAINST shareholder proposals requiring director fees be paid in stock only.
Vote FOR shareholder proposals to put option repricings to a shareholder vote.

Vote on a CASE-BY-CASE basis for all other shareholder proposals regarding executive and director pay, taking into
account company performance, pay level versus peers, pay level versus industry, and long term corporate outlook.

Option Expensing
Generally vote FOR shareholder proposals asking the company to expense stock options, unless the company has already
publicly committed to expensing options by a specific date.

Performance-Based Stock Options
Generally vote FOR shareholder proposals advocating the use of performance-based stock options (indexed, premium-
priced, and performance-vested options), unless:
e The proposal is overly restrictive (e.g., it mandates that awards to all employees must be performance based or all
awards to top executives must be a particular type, such as indexed options)
e The company demonstrates that it is using a substantial portion of performance-based awards for its top executives

Golden Parachutes and Executive Severance Agreements
Vote FOR shareholder proposals to require golden parachutes or executive severance agreements to be submitted for
shareholder ratification, unless the proposal requires shareholder approval prior to entering into employment contracts.

Vote on a CASE-BY-CASE basis on proposals to ratify or cancel golden parachutes. An acceptable parachute should
include the following:

o The parachute should be less attractive than an ongoing employment opportunity with the firm

o The triggering mechanism should be beyond the control of management

e The amount should not exceed three times base salary plus guaranteed benefits

Pension Plan Income Accounting
Generally vote FOR shareholder proposals to exclude pension plan income in the calculation of earnings used in determining
executive bonuses/compensation.

Supplemental Executive Retirement Plans (SERPSs)

Generally vote FOR shareholder proposals requesting to put extraordinary benefits contained in SERP agreements to a
shareholder vote unless the company’s executive pension plans do not contain excessive benefits beyond what is offered
under employee-wide plans.

9. SOCIAL AND ENVIRONMENTAL ISSUES
Consumer Issues and Public Safety

Animal Rights
Vote CASE-BY-CASE on proposals to phase out the use of animals in product testing, taking into account:
e The nature of the product and the degree that animal testing is necessary or federally mandated (such as medical
products),
The availability and feasibility of alternatives to animal testing to ensure product safety, and
The degree that competitors are using animal-free testing.
o Generally vote FOR proposals seeking a report on the company’s animal welfare standards unless:
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e The company has already published a set of animal welfare standards and monitors compliance
e The company’s standards are comparable to or better than those of peer firms, and
e There are no serious controversies surrounding the company’s treatment of animals

Drug Pricing
Vote CASE-BY-CASE on proposals asking the company to implement price restraints on pharmaceutical products, taking
into account:
o Whether the proposal focuses on a specific drug and region
o Whether the economic benefits of providing subsidized drugs (e.g., public goodwill) outweigh the costs in terms of
reduced profits, lower R&D spending, and harm to competitiveness
o The extent that reduced prices can be offset through the company’s marketing budget without affecting R&D
spending
o Whether the company already limits price increases of its products
o Whether the company already contributes life -saving pharmaceuticals to the needy and Third World countries
o The extent that peer companies implement price restraints

Genetically Modified Foods

Vote AGAINST proposals asking companies to voluntarily label genetically engineered (GE) ingredients in their products or
alternatively to provide interim labeling and eventually eliminate GE ingredients due to the costs and feasibility of labeling
and/or phasing out the use of GE ingredients.

Vote CASE-BY-CASE on proposals asking for a report on the feasibility of labeling products containing GE ingredients
taking into account:
o The relevance of the proposal in terms of the company's business and the proportion of it affected by the resolution
e The quality of the company’s disclosure on GE product labeling and related voluntary initiatives and how this
disclosure compares with peer company disclosure
o Company’s current disclosure on the feasibility of GE product labeling, including information on the related costs
e Any voluntary labeling initiatives undertaken or considered by the company.

Vote CASE-BY-CASE on proposals asking for the preparation of a report on the financial, legal, and environmental impact
of continued use of GE ingredients/seeds.
o The relevance of the proposal in terms of the company's business and the proportion of it affected by the resolution
e The quality of the company’s disclosure on risks related to GE product use and how this disclosure compares with
peer company disclosure
o The percentage of revenue derived from international operations, particularly in Europe, where GE products are more
regulated and consumer backlash is more pronounced.

Vote AGAINST proposals seeking a report on the health and environmental effects of genetically modified organisms
(GMOs). Health studies of this sort are better undertaken by regulators and the scientific community.

Vote AGAINST proposals to completely phase out GE ingredients from the company's products or proposals asking for
reports outlining the steps necessary to eliminate GE ingredients from the company’s products. Such resolutions presuppose
that there are proven health risks to GE ingredients (an issue better left to federal regulators) that outweigh the economic
benefits derived from biotechnology.

Handguns

Generally vote AGAINST requests for reports on a company’s policies aimed at curtailing gun violence in the United States
unless the report is confined to product safety information. Criminal misuse of firearms is beyond company control and
instead falls within the purview of law enforcement agencies.

HIV/AIDS
Vote CASE-BY-CASE on requests for reports outlining the impact of the health pandemic (HIV/AIDS, malaria and
tuberculosis) on the company’s Sub-Saharan operations and how the company is responding to it, taking into account:

o The nature and size of the company’s operations in Sub-Saharan Africa and the number of local employees

e The company’s existing healthcare policies, including benefits and healthcare access for local workers
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o Company donations to healthcare providers operating in the region

Vote CASE-BY-CASE on proposals asking companies to establish, implement, and report on a standard of response to the
HIV/AIDS, tuberculosis and malaria health pandemic in Africa and other developing countries, taking into account:
e The company’s actions in developing countries to address HIV/AIDS, tuberculosis and malaria, including donations
of pharmaceuticals and work with public health organizations
e The company’s initiatives in this regard compared to those of peer companies

Predatory Lending
Vote CASE-BY CASE on requests for reports on the company’s procedures for preventing predatory lending, including the
establishment of a board committee for oversight, taking into account:

e Whether the company has adequately disclosed mechanisms in place to prevent abusive lending practices

e Whether the company has adequately disclosed the financial risks of its subprime business

o Whether the company has been subject to violations of lending laws or serious lending controversies

e Peer companies’ policies to prevent abusive lending practices.

Tobacco
Most tobacco-related proposals should be evaluated on a CASE-BY-CASE basis, taking into account the following factors:
Second-hand smoke:
o Whether the company complies with all local ordinances and regulations
o The degree that voluntary restrictions beyond those mandated by law might hurt the company’s competitiveness
o The risk of any health-related liabilities.
Adpvertising to youth:
e Whether the company complies with federal, state, and local laws on the marketing of tobacco or if it has been fined
for violations
e Whether the company has gone as far as peers in restricting advertising
o Whether the company entered into the Master Settlement Agreement, which restricts marketing of tobacco to youth
e Whether restrictions on marketing to youth extend to foreign countries
Cease production of tobacco-related products or avoid selling products to tobacco companies:
o The percentage of the company’s business affected
The economic loss of eliminating the business versus any potential tobacco-related liabilities.
Spinoff tobacco-related businesses:
The percentage of the company’s business affected
The feasibility of a spinoff
o Potential future liabilities related to the company’s tobacco business.
Stronger product warnings:
Vote AGAINST proposals seeking stronger product warnings. Such decisions are better left to public health authorities.
Investment in tobacco stocks:
Vote AGAINST proposals prohibiting investment in tobacco equities. Such decisions are better left to portfolio managers.

Environment and Energy

Arctic National Wildlife Refuge
Vote CASE-BY-CASE on reports outlining potential environmental damage from drilling in the Arctic National Wildlife
Refuge (ANWR), taking into account:
o Whether there are publicly available environmental impact reports;
o Whether the company has a poor environmental track record, such as violations of federal and state regulations or
accidental spills; and
e The current status of legislation regarding drilling in ANWR.

CERES Principles
Vote CASE-BY-CASE on proposals to adopt the CERES Principles, taking into account:
e The company’s current environmental disclosure beyond legal requirements, including environmental health and
safety (EHS) audits and reports that may duplicate CERES
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e The company’s environmental performance record, including violations of federal and state regulations, level of
toxic emissions, and accidental spills

o Environmentally conscious practices of peer companies, including endorsement of CERES

o Costs of membership and implementation.

Environmental-Economic Risk Report
Vote CASE-by-CASE on proposals requesting reports assessing economic risks of environmental pollution or climate
change, taking into account whether the company has clearly disclosed the following in its public documents:

e Approximate costs of complying with current or proposed environmental laws

e Steps company is taking to reduce greenhouse gasses or other environmental pollutants

e Measurements of the company’s emissions levels

o . Reduction targets or goals for environmental pollutants including greenhouse gasses

Environmental Reports
Generally vote FOR requests for reports disclosing the company’s environmental policies unless it already has well
documented environmental management systems that are available to the public.

Global Warming
Generally vote FOR reports on the level of greenhouse gas emissions from the company’s operations and products, unless
the report is duplicative of the company’s current environmental disclosure and reporting or is not integral to the company’s
line of business. However, additional reporting may be warranted if:

o The company’s level of disclosure lags that of its competitors, or

e The company has a poor environmental track record, such as violations of federal and state regulations.

Recycling

Vote CASE-BY-CASE on proposals to adopt a comprehensive recycling strategy, taking into account:

The nature of the company’s business and the percentage affected

The extent that peer companies are recycling

The timetable prescribed by the proposal

The costs and methods of implementation

Whether the company has a poor environmental track record, such as violations of federal and state regulations.

Renewable Energy

Vote CASE-BY-CASE on proposals to invest in renewable energy sources, taking into account:
The nature of the company’s business and the percentage affected

The extent that peer companies are switching from fossil fuels to cleaner sources

The timetable and specific action prescribed by the proposal

The costs of implementation

The company’s initiatives to address climate change

Generally vote FOR requests for reports on the feasibility of developing renewable energy sources, unless the report is
duplicative of the company’s current environmental disclosure and reporting or is not integral to the company’s line of
business.

Sustainability Report
Generally vote FOR proposals requesting the company to report on its policies and practices related to social, environmental,
and economic sustainability, unless the company is already reporting on its sustainability initiatives through existing reports
such as:
e A combination of an EHS or other environmental report, code of conduct, and/or supplier/vendor standards, and
equal opportunity and diversity data and programs, all of which are publicly available, or
e A report based on Global Reporting Initiative (GRI) or similar guidelines.

Vote FOR shareholder proposals asking companies to provide a sustainability report applying the GRI guidelines unless:
e The company already has a comprehensive sustainability report or equivalent addressing the essential elements of the
GRI guidelines or
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e The company has publicly committed to using the GRI format by a specific date

General Corporate Issues

Link Executive Compensation to Social Performance
Vote CASE-BY-CASE on proposals to review ways of linking executive compensation to social factors, such as corporate
downsizings, customer or employee satisfaction, community involvement, human rights, environmental performance,
predatory lending, and executive/employee pay disparities. Such resolutions should be evaluated in the context of:
o The relevance of the issue to be linked to pay

The degree that social performance is already included in the company’s pay structure and disclosed

The degree that social performance is used by peer companies in setting pay
. Violations or complaints filed against the company relating to the particular social performance measure

Artificial limits sought by the proposal, such as freezing or capping executive pay

Independence of the compensation committee

Current company pay levels.

Charitable/Political Contributions
Generally vote AGAINST proposals asking the company to affirm political nonpartisanship in the workplace so long as:
e The company is in compliance with laws governing corporate political activities, and
e The company has procedures in place to ensure that employee contributions to company-sponsored political action
committees (PACs) are strictly voluntary and not coercive.

Vote AGAINST proposals to report or publish in newspapers the company’s political contributions. Federal and state laws
restrict the amount of corporate contributions and include reporting requirements.

Vote AGAINST proposals disallowing the company from making political contributions. Businesses are affected by
legislation at the federal, state, and local level and barring contributions can put the company at a competitive disadvantage.

Vote AGAINST proposals restricting the company from making charitable contributions. Charitable contributions are
generally useful for assisting worthwhile causes and for creating goodwill in the community. In the absence of bad faith,
self-dealing, or gross negligence, management should determine which contributions are in the best interests of the company.

Vote AGAINST proposals asking for a list of company executives, directors, consultants, legal counsels, lobbyists, or
investment bankers that have prior government service and whether such service had a bearing on the business of the
company. Such a list would be burdensome to prepare without providing any meaningful information to shareholders.

Labor Standards and Human Rights

China Principles
Vote AGAINST proposals to implement the China Principles unless:
e There are serious controversies surrounding the company’s China operations, and
e The company does not have a code of conduct with standards similar to those promulgated by the International Labor
Organization (ILO).

Country-specific human rights reports
Vote CASE-BY-CASE on requests for reports detailing the company’s operations in a particular country and steps to protect
human rights, based on:
o The nature and amount of company business in that country
The company’s workplace code of conduct
Proprietary and confidential information involved
Company compliance with U.S. regulations on investing in the country
Level of peer company involvement in the country.

International Codes of Conduct/Vendor Standards
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Vote CASE-BY-CASE on proposals to implement certain human rights standards at company facilities or those of its
suppliers and to commit to outside, independent monitoring. In evaluating these proposals, the following should be
considered:
e The company’s current workplace code of conduct or adherence to other global standards and the degree they meet
the standards promulgated by the proponent
Agreements with foreign suppliers to meet certain workplace standards
Whether company and vendor facilities are monitored and how
Company participation in fair labor organizations
Type of business
Proportion of business conducted overseas
Countries of operation with known human rights abuses
Whether the company has been recently involved in significant labor and human rights controversies or violations
Peer company standards and practices
Union presence in company’s international factories
Generally vote FOR reports outlining vendor standards compliance unless any of the following apply:
The company does not operate in countries with significant human rights violations
The company has no recent human rights controversies or violations, or
The company already publicly discloses information on its vendor standards compliance.

MacBride Principles

Vote CASE-BY-CASE on proposals to endorse or increase activity on the MacBride Principles, taking into account:
Company compliance with or violations of the Fair Employment Act of 1989

Company antidiscrimination policies that already exceed the legal requirements

The cost and feasibility of adopting all nine principles

The cost of duplicating efforts to follow two sets of standards (Fair Employment and the MacBride Principles)
The potential for charges of reverse discrimination

The potential that any company sales or contracts in the rest of the United Kingdom could be negatively impacted
The level of the company’s investment in Northern Ireland

The number of company employees in Northern Ireland

The degree that industry peers have adopted the MacBride Principles

Applicable state and municipal laws that limit contracts with companies that have not adopted the MacBride
Principles.

i :

Foreign Military Sales/Offsets
Vote AGAINST reports on foreign military sales or offsets. Such disclosures may involve sensitive and confidential
information. Moreover, companies must comply with government controls and reporting on foreign military sales.

Landmines and Cluster Bombs
Vote CASE-BY-CASE on proposals asking a company to renounce future involvement in antipersonnel landmine
production, taking into account:
e Whether the company has in the past manufactured landmine components
e Whether the company’s peers have renounced future production
o Vote CASE-BY-CASE on proposals asking a company to renounce future involvement in cluster bomb production,
taking into account:
What weapons classifications the proponent views as cluster bombs
Whether the company currently or in the past has manufactured cluster bombs or their components
The percentage of revenue derived from cluster bomb manufacture
Whether the company’s peers have renounced future production

Nuclear Weapons

Vote AGAINST proposals asking a company to cease production of nuclear weapons components and delivery systems,
including disengaging from current and proposed contracts. Components and delivery systems serve multiple military and
non-military uses, and withdrawal from these contracts could have a negative impact on the company’s business.
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Operations in Nations Sponsoring Terrorism (Iran)
Vote CASE-BY-CASE on requests for a board committee review and report outlining the company’s financial and
reputational risks from its operations in Iran, taking into account current disclosure on:
e The nature and purpose of the Iranian operations and the amount of business involved (direct and indirect revenues
and expenses) that could be affected by political disruption
e Compliance with U.S. sanctions and laws

Spaced-Based Weaponization

Generally vote FOR reports on a company’s involvement in spaced-based weaponization unless:
e The information is already publicly available or
o The disclosures sought could compromise proprietary information.

Kolace Diversi

Board Diversity
Generally vote FOR reports on the company’s efforts to diversify the board, unless:
e The board composition is reasonably inclusive in relation to companies of similar size and business or
o The board already reports on its nominating procedures and diversity initiatives.
o _ Vote CASE-BY-CASE on proposals asking the company to increase the representation of women and minorities on
the board, taking into account:
The degree of board diversity
Comparison with peer companies
Established process for improving board diversity
Existence of independent nominating committee
Use of outside search firm
History of EEO violations.

Equal Employment Opportunity (EEO)
Generally vote FOR reports outlining the company’s affirmative action initiatives unless all of the following apply:
e The company has well-documented equal opportunity programs
e The company already publicly reports on its company-wide affirmative initiatives and provides data on its workforce
diversity, and
e The company has no recent EEO-related violations or litigation.

Vote AGAINST proposals seeking information on the diversity efforts of suppliers and service providers, which can pose a
significant cost and administration burden on the company.

Glass Ceiling
Generally vote FOR reports outlining the company’s progress towards the Glass Ceiling Commission’s business
recommendations, unless:

e The composition of senior management and the board is fairly inclusive

e The company has well-documented programs addressing diversity initiatives and leadership development

e The company already issues public reports on its company-wide affirmative initiatives and provides data on its

workforce diversity, and
o The company has had no recent, significant EEO-related violations or litigation

Sexual Orientation
Vote FOR proposals seeking to amend a company’s EEO statement in order to prohibit discrimination based on sexual
orientation, unless the change would result in excessive costs for the company.

Vote AGAINST proposals to ext end company benefits to or eliminate benefits from domestic partners. Benefits decisions
should be left to the discretion of the company.

10. MUTUAL FUND PROXIES
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Election of Directors

Vote the election of directors on a CASE-BY-CASE basis, considering the following factors: board structure; director
independence and qualifications; and compensation of directors within the fund and the family of funds attendance at board
and committee meetings.

Votes should be withheld from directors who:
o . Attend less than 75 percent of the board and committee meetings
o Without a valid excuse for the absences. Valid reasons include illness or, absence due to company business.
Participation via telephone is acceptable.
o In addition, if the director missed only one meeting or one day’s meetings, votes should not be withheld even if such
absence dropped the director’s attendance below 75 percent.
Ignore a shareholder proposal that is approved by a majority of shares outstanding;
Ignore a shareholder proposal that is approved by a majority of the votes cast for two consecutive years;
Are interested directors and sit on the audit or nominating committee; or
Are interested directors and the full board serves as the audit or
Nominating committee or the company does not have one of these committees.

Converting Closed-end Fund to Open-end Fund

Vote conversion proposals on a CASE-BY-CASE basis, considering the following factors: past performance as a closed-end
fund; market in which the fund invests; measures taken by the board to address the discount; and past shareholder activism,
board activity, and votes on related proposals.

Proxy Contests
Votes on proxy contests should be determined on a CASE-BY-CASE basis, considering the following factors:
o Past performance relative to its peers
Market in which fund invests
Measures taken by the board to address the issues
Past shareholder activism, board activity, and votes on related proposals
Strategy of the incumbents versus the dissidents
Independence of directors
Experience and skills of director candidates
. Governance profile of the company
Evidence of management entrenchment

Investment Advisory Agreements
Votes on investment advisory agreements should be determined on a CASE-BY-CASE basis, considering the following
factors:
e Proposed and current fee schedules
Fund category/investment objective
Performance benchmarks
Share price performance as compared with peers
Resulting fees relative to peers
Assignments (where the advisor undergoes a change of control)

Approving New Classes or Series of Shares
Vote FOR the establishment of new classes or series of shares.

Preferred Stock Proposals
Votes on the authorization for or increase in preferred shares should be determined on a CASE-BY-CASE basis, considering
the following factors: stated specific financing purpose, possible dilution for common shares, and whether the shares can be

used for anti-takeover purposes

1940 Act Policies
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Votes on 1940 Act policies should be determined on a CASE-BY-CASE basis, considering the following factors: potential
competitiveness; regulatory developments; current and potential returns; and current and potential risk.

Generally vote FOR these amendments as long as the proposed changes do not fundamentally alter the investment focus of
the fund and do comply with t he current SEC interpretation.

Changing a Fundamental Restriction to a Nonfundamental Restriction

Proposals to change a fundamental restriction to a nonfundamental restriction should be evaluated on a CASE-BY-CASE
basis, considering the following factors: the fund's target investments, the reasons given by the fund for the change, and the
projected impact of the change on the portfolio.

Change Fundamental Investment Objective to Nonfundamental
Vote AGAINST proposals to change a fund’s fundamental investment objective to nonfundamental.

Name Change Proposals
Votes on name change proposals should be determined on a CASE-BY-CASE basis, considering the following factors:
political/economic changes in the target market, consolidation in the target market, and current asset composition

Change in Fund's Subclassification
Votes on changes in a fund's subclassification should be determined on a CASE-BY-CASE basis, considering the following
factors: potential competitiveness, current and potential returns, risk of concentration, and consolidation in target industry

Disposition of Assets/Termination/Liquidation
Vote these proposals on a CASE-BY-CASE basis, considering the following factors: strategies employed to salvage the
company; the fund’s past performance; and terms of the liquidation.

Changes to the Charter Document
Votes on changes to the charter document should be determined on a CASE-BY-CASE basis, considering the following
factors:

e The degree of change implied by the proposal

e The efficiencies that could result

o The state of incorporation

e Regulatory standards and implications

Vote AGAINST any of the following changes:

e Removal of shareholder approval requirement to reorganize or terminate the trust or any of its series

e Removal of shareholder approval requirement for amendments to the new declaration of trust

e Removal of shareholder approval requirement to amend the fund's management contract, allowing the contract to be
modified by the investment manager and the trust management, as permitted by the 1940 Act

o Allow the trustees to impose other fees in addition to sales charges on investment in a fund, such as deferred sales
charges and redemption fees that may be imposed upon redemption of a fund's shares

e Removal of shareholder approval requirement to engage in and terminate subadvisory arrangements

e Removal of shareholder approval requirement to change the domicile of the fund

Changing the Domicile of a Fund
Vote reincorporations on a CASE-BY-CASE basis, considering the following factors: regulations of both states; required
fundamental policies of both states; and the increased flexibility available.

Authorizing the Board to Hire and Terminate Subadvisors Without Shareholder Approval
Vote AGAINST proposals authorizing the board to hire/terminate subadvisors without shareholder approval.

Distribution Agreements

Vote these proposals on a CASE-BY-CASE basis, considering the following factors: fees charged to comparably sized funds
with similar objectives, the proposed distributor’s reputation and past performance, the competitiveness of the fund in the
industry, and terms of the agreement.
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Master-Feeder Structure
Vote FOR the establishment of a master-feeder structure.

Mergers

Vote merger proposals on a CASE-BY-CASE basis, considering the following factors: resulting fee structure, performance
of both funds, continuity of management personnel, and changes in corporate governance and their impact on shareholder
rights.

Shareholder Proposals to Establish Director Ownership Requirement

Generally vote AGAINST shareholder proposals that mandate a specific minimum amount of stock that directors must own
in order to qualify as a director or to remain on the board. While ISS favors stock ownership on the part of directors, the
company should determine the appropriate ownership requirement.

Shareholder Proposals to Reimburse Shareholder for Expenses Incurred
Voting to reimburse proxy solicitation expenses should be analyzed on a CASE-BY-CASE basis. In cases where ISS
recommends in favor of the dissidents, we also recommend voting for reimbursing proxy solicitation expenses.

Shareholder Proposals to Terminate the Investment Advisor

Vote to terminate the investment advisor on a CASE-BY-CASE basis, considering the following factors: performance of the
fund’s NAV, the fund’s history of shareholder relations, and the performance of other funds under the advisor’s
management.
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