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CIM INVESTMENT MANAGEMENT, INC.

Investment Building, 239 Fourth Ave., Suite 1302, Pittsburgh, PA 15222

November 16, 2011

Beaver County Retirement System
County Courthouse

810 Third Street

Beaver, Pennsylvania 15009

Dear Members of the Board,

Equities experienced their worst quarter since the 2008/2009 meltdown and credit spreads widened dramatically. The fear of another recession
dominated investor thinking and there was a stampede into relatively “safer” securities such as treasuries. Since the Great Recession ended we have endured
two such panics (the other one being the 2™ Q of 2010). In each case, in our opinion, market reaction magnified the probability of adverse economic outcomes
relative to fundamentals. In short, we think investors simply overreacted to a mid-cycle slowdown that is typical of most expansions.

Our research does not indicate that a recession is imminent or very likely over the next several months. Business capital spending remains relatively
strong and monetary policy is still highly accommodative. We believe that we are in an extended period of modest growth that will average about 2.0%. Given
such a scenario our analysis suggests an S&P 500 fair value range of 1150-1350 over the next few months. Headwinds from Eurozone economic ills will be
off-set by still robust earnings growth. We also envision credit spreads tightening as investors realize that credit worthiness is relatively stable. Select financial
and industrial credits offer compelling value in our view.

The journey from the bottom of the worst recession since WWII has been volatile, uneven and tough on the nerves of investors. The unwinding of the
excesses of the previous 20-30 years has been economically difficult and it is not surprising that markets would vacillate between extremes. We have just come

through another fearful period that drove many stocks and corporate bonds to unjustifiably low valuations. Given that we believe that our economic wounds
are healing slowly we believe that patience will ultimately be rewarded.

Yours very truly,
CIM INVESTMENT MANAGEMENT, INC.

Andrew C. Fisher
President & CEO



MARKET RECAP

3 Quarter Recap and Outlook — June 30, 2011 to September 30, 2011
Recap Outlook

There has been a notable dichotomy recently betwleerealth of our We must admit that we underestimated the impatit@European sovereign
economy and the health of our corporations. Orotteehand, key barometers debt crisis on domestic investor psychology. CledHe possibility of contagion
of economic well-being, including growth, unemplogmb, production and| and the risk that it poses to European banks haghe@ heavily on investors’
sales, have been anemic. Corporate health, howasdgudged by earnings minds. In fact, many risk sectors (cyclical stoeksl credit) have already priced
growth, cash on hand and access to credit markats,been robust. This in a recession. However, as discussed in the Reeapanalysis suggests that
unusual set of circumstances is being driven bynareasingly globalized| this extreme reaction is not wholly warranted. While expect this economic
world economy, deployment of superior technologyrodpctivity | turmoil to have some negative impact on corporaeniegs growth going
enhancements and the continued strong gf forward, our analysis suggests that this eventualit
of emerging economies. Together with {he Quarter One Year is already discounted in stock prices and credit
European debt crisis and our domestic political 6/30/11-9/30/11 9/30/10-9/30/11 | gpreads.

wrangling this situation has given investorssap 500 (13.87%) 1.14%

o . . Our baseline forecast has been that the U.S.
conflicting and confusing signals. The result hassep widcap 400 8E) ) economy would not fall into recession this year or
been a highly volatile, uncertain and risk-averse

. . . 7~ 58P SsmallCap 600 (19.83) 0.21 next. However, as the Fed recently noted, downside
investment climate whereby investors have

driven treasury yields to all-time lows and haveRussell 2000 (21.87) (3-53) risks have increased recently and the odds of
negative growth are no longer negligible. We think

generally favoreq relatively stable investments. Dow Jones Industrials (11.49) 3.84 the odds of a recession in the next year or so are
The economic fundamentals have clearlyasbaqQ (12.70) 3.00 now 10%-20%. For the time being, nonetheless,
stalled over the last few months. Growth slowedyscy gare (18.92) (8.87) economic indicators seem to point to a low growth
to 1.3% during the” Q and the unemployment Barclave Agaredate 38 56 environment. Jobless claims have hovered near
.0% since April. A key '<®¥s"99red ' ' iod. i i i
rate has hovered near 9.0% p y _ 400K for an extended period, industrial production
manufacturing index, the ISM, dropped to 50.68arclays Gov./Credit 474 >14 is running at a 3.3% year-over-year rate (down
in August from a peak of 61.4 in February. from 5.75% earlier in the year) and retail sales ar

Home sales and prices have continued to be venk.w€he prevalent| still positive though clearly decelerating compateda few months ago. In
atmosphere of uncertainty has caused consumersst donfidence and addition, monetary policy is extremely accommodatand business capital
businesses to be more cautious in their investamgahtiring decisions. spending is still relatively healthy. Although tBeonomic environment is far
The sum of all these fears engendered a gletbak market rout during from ideal, we are not falling off a cliff and coamsons to 2008 are way off
the 3% Q of 2011 with many of the worst markets beingirope. In the U.S.| base in our judgment.
the S&P 500 lost 13.87%. Mid-cap and small-cap kstdared even worse We remain cautiously optimistic regarding &®and corporate bonds.
Cyclical sectors and industries performed ratharlyocompared to utilities| Estimates for S&P 500 earnings for next year argered around $90-$95/sh.,
and consumer staples. Materials were the worsbisagth a loss of 24.96%| which, at a multiple of 14 would result in an ind@xget of 1260-1330. Credit
followed by financials and industrials with losse23.12% and 21.51%) spreads, which rose dramatically during tfe@(10 yr. BBB- industrial bonds
respectively. Conversely, utilities had a positigurn of 0.44%. widened about 80 b.p. on average) now offer cormgeltalue in our view. On
Fixed income markets mirrored the equity mewkin terms of risk | the other hand, treasury yields, which touchedimé lows recently (1.72% on
aversion and investors piled into treasury bonddlewévoiding corporate| the UST 10 yr.), offer less reward in our estimatiDespite the fact that we see
bonds and CMBS. The 10 year UST bond yield felatoall-time low of | Short term volatility remaining high, we are maintag our basic portfolio
1.72%. Corporate bond spreads widened, especiallyfifancial paper.| Strategies. ~We continue to sustain a long termspmmtive and are

GEQ Lower rated securities performed particularly ppanl general. opportunistically seeking to add value when conditiseem prudent to do so.

Source: Bloomberg Financial Market: — CIM




U.S. Treasury Yield Curve

Third Quarter 2011
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9/30/2010 6/30/2011 9/30/2011 Change Change
3 Month 0.16% 0.02% 0.03% 0.01% (0.13%)
6 Month 0.20 0.10 0.06 (0.04) (0.14)
2 Year 0.43 0.46 0.25 (0.21) (0.18)
5 Year 1.27 1.76 0.95 (0.81) (0.32)
10 Year 2.51 3.16 1.92 (1.24) (0.59)
30 Year 3.69 4.37 2.92 (1.45) (0.77)

Source: Bloomberg Financial Markets- CIM




PERFORMANCE SUMMARY

Beaver County Retirement System - Balanced Portfolio
As of September 30, 2011

Asset Allocation Portfolio Value on 6/30/11 ........... $85,353,516.49
Contributions...............cccccvevvveiniienncnnn. 2,365.44
Eaut Fixed Income Withdrawals...............ccevevevevevean. (1,000,000.00)
quities 36.7%
61.4% . .
Realized Gains...........cccoocvuivivniinennnnns (131,465.86)
Unrealized Gains...........ccccoveevvnnennn (7,876,101.35)
Interest .......ccovvviiiiiiiii s 240,735.27
Dividends...........coceoviiiiiiii 270,059.93
Change in Accrued Interest................... 21,576.55
Portfolio Value on 9/30/11 ........... $76,880,686.47
Cash & Equivalents
1.8%
Total Investment Gain
for Trailing 3 Months................. ($7,475,195.46)
Beginning Balance Ending Balance Total Return
Third Quarter 2011 (6/30/11 to 9/30/11) 85,353,516.49 76,880,686.47 (8.89%)
Trailing 1 Year (9/30/10 to 9/30/11) 80,062,409.63 76,880,686.47 1.19%
Inception to Date (12/26/95 to 9/30/11) 29,622,745.00 76,880,686.47 6.35% annualized
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Portfolio Performance Compared to Benchmark
Balanced Account Performance 1 Year — 9/30/10 to 9/30/11

Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11  Jul-11 Aug-11 Sep-11
2.61 (0.10) 3.66 1.88 2.50 (0.24) 2.13 (0.62) (1.14) (0.65) (3.52) (4.95)
g 229 (0.31) 3.45 1.45 2.15 0.01 2.30 (0.09) (1.19) (0.44) (2.59) (3.80)
0.32 0.21 0.21 0.43 0.33 (0.25) (0.17) (0.53) 0.05 0.21) (0.93) (1.15)
BEAVER Balanced Benchmark

Third Quarter 2011 (6/30/11 to 9/30/11) (8.89%) (6.70%)

Trailing 1 Year (9/30/10 to 9/30/11) 1.19% 3.02%

Trailing 3 Year (9/30/08 to 9/30/11) 4.80% 4.39% annualized

Trailing 5 Year (9/30/06 to 9/30/11) 2.67% 2.25% annualized

Footnote: Performance results are presented gross of management fees and net of commissions. Please refer to your Investment Management Agreement for applicable management fees.
Fees are pro rata by quarter. Performance reported as of the end of each month.. Balanced Benchmark is 60% S&P 500 Index, 40% Barclays Capital Gov/Credit Index.
Prior to 2/28/09 the benchmark was 53% S&P 500 Index, 7% S&P 600 Smallcap, 40% Barclays Capital Gov/Credit Index.
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PORTFOLIO STATISTICS

Beaver County Retirement System
Equity Industry Sector Diversification

As of September 30, 2011
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INDUSTRIALS ENERGY UTILITIES MATERIALS

Top Ten Equity Holdings - % of Total Portfolio

percentage

1. Apple Computer 2.71 6. Procter & Gamble
2. Exxon Mobile Corp. 2.30 7. Wells Fargo & Co
3. Int'l Business Machines 1.72 8. Johnson & Johnson
4. ChevronTexaco Corp 1.38 9. Coca Cola Co.

5. Pfizer Inc. 1.32 10. JP Morgan Chase

percentage

1.24
1.16
1.10
1.10
1.09

Source: Standard & Poors and CIM



PORTFOLIO STATISTICS

Beaver County Retirement System

Fixed Income Industry Sector Diversification
As of September 30, 2011
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Statistical Characteristics

BEAVER BCGC
Coupon 4.08% 3.72%
Yield to Maturity 2.80% 2.05%
Effective Duration 4.40 years 5.95 years

Average Credit Quality Aa1 Aa2

Source: Barclays Capital and CIM




BEAVER COUNTY PORTFOLIO APPRAISAL

Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
COMMON STOCK
INFORMATION TECHNOLOGY
5,470 Apple Computer 134.82 737,476.86 381.32 2,085,820.40 2.7 0.00 0.0
5,350 Broadcom Corp. 46.63 249,448.57 33.29 178,101.50 0.2 1,926.00 1.1
4,430 Cognizant Tech Solutions 70.57 312,613.58 62.70 277,761.00 0.4 0.00 0.0
16,415 Corning Inc. 17.83 292,625.00 12.36 202,889.40 0.3 820.75 0.4
15,040 EMC Corp. 15.90 239,072.83 20.99 315,689.60 0.4 0.00 0.0
9,175 Ebay, Inc. 29.67 272,222.25 29.49 270,570.75 0.4 0.00 0.0
1,460 Google Inc CI-B 425.02 620,529.64 515.04 751,958.40 1.0 0.00 0.0
12,480 Hewlett Packard Co. 36.92 460,727.90 22.45 280,176.00 0.4 998.40 0.4
7,550 Int'l Bus Machines 82.20 620,646.44 174.87 1,320,268.50 1.7 3,775.00 0.3
34,535  Intel Corporation 15.34 529,796.39 21.33 736,804.22 1.0 4,834.90 0.7
7,630 Juniper Networks 37.66 287,339.69 17.26 131,693.80 0.2 0.00 0.0
24,720  MEMC Electric Materials Inc. 8.73 215,694.36 5.24 129,532.80 0.2 0.00 0.0
32,070 Microsoft Corporation 25.71 824,536.55 24.89 798,222.30 1.0 3,527.70 0.4
5,620  Network App. Inc. 53.74 302,007.00 33.93 190,686.60 0.2 0.00 0.0
23,075  Oracle Systems Corp. 16.44 379,453.57 28.74 663,175.50 0.9 0.00 0.0
9,955 Qualcomm Inc. 37.14 369,744.75 48.63 484,111.65 0.6 1,592.80 0.3
13,335 Texas Instruments 22.41 298,835.16 26.65 355,377.75 0.5 1,333.50 0.4
7,012,770.54 9,172,840.17 11.9 18,809.05 0.2
CONSUMER STAPLES
11,530 Altria Group Inc. 24.45 281,951.17 26.81 309,119.30 0.4 3,343.70 1.1
12,540 Coca Cola Co. 51.58 646,851.43 67.56 847,202.40 1.1 4,765.20 0.6
11,001 Kraft Foods Inc. 26.77 294,492.57 33.58 369,413.58 0.5 2,970.27 0.8
9,330 Pepsico Inc. 50.98 475,657.34 61.90 577,527.00 0.8 3,965.25 0.7
11,245 Philip Morris Intl. 33.87 380,881.21 62.38 701,463.10 0.9 0.00 0.0
15,080 Procter & Gamble 59.33 894,669.35 63.18 952,754.40 1.2 6,032.00 0.6
8,750 Walgreen Co. 38.84 339,854.38 32.89 287,787.50 0.4 2,712.50 0.9
5,590 Whole Foods Market Inc 66.48 371,630.47 65.31 365,082.90 0.5 0.00 0.0
3,685,987.91 4,410,350.18 5.7 23,788.92 0.5
FINANCIALS
7,650 American Express Co. 17.25 131,952.25 44,90 343,485.00 0.4 1,377.00 0.4
72,608 Bank of America Corp. 13.98 1,015,364.93 6.12 444,360.96 0.6 46,469.12 10.5
6,915 Berkshire Hathaway 82.44 570,088.16 71.04 491,241.60 0.6 0.00 0.0
5,180  Capital One Financial 54.58 282,743.05 39.63 205,283.40 0.3 0.00 0.0
13,169 Citigroup - New 69.73 918,262.84 25.61 337,323.94 0.4 4,214.08 1.2
10,650 Discover Fin. Svcs. 27.09 288,478.68 22.94 244,311.00 0.3 639.00 0.3
3,635  Goldman Sachs Grp. 106.69 387,829.02 94.55 343,689.25 0.4 1,272.25 0.4
12,070 Invesco LTD 23.73 286,423.51 15.51 187,205.70 0.2 1,327.70 0.7
27,740 JP Morgan Chase 36.05 999,958.34 30.12 835,528.80 1.1 10,541.20 1.3
790 MasterCard Inc.-Class A 327.25 258,525.29 317.16 250,556.40 0.3 118.50 0.0
12,550 Metlife Inc. 39.90 500,728.99 28.01 351,525.50 0.5 2,635.50 0.7
11,010  Morgan Stanley 33.67 370,677.15 13.51 148,745.10 0.2 2,972.70 2.0
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
4,080 PNC Bank Corp. 53.24 217,239.60 48.19 196,615.20 0.3 8,976.00 4.6
2,229 Simon Property Grp. 45.07 100,468.39 109.98 245,145.42 0.3 1,225.95 0.5
4,820  Travelers Group Inc. 50.59 243,842.84 48.73 234,878.60 0.3 1,446.00 0.6
12,745 U.S. Bancorp 22.58 287,831.54 23.54 300,017.30 0.4 9,558.75 3.2
3,335 Visa Inc. 75.05 250,295.76 85.72 285,876.20 0.4 0.00 0.0
36,940 Wells Fargo & Co. 30.96 1,143,654.44 24.12 890,992.80 1.2 41,372.80 4.6
8,254,364.78 6,336,782.17 8.2 134,146.55 2.1
HEALTH CARE
9,730 Abbott Laboratories 52.90 514,728.03 51.14 497,592.20 0.6 3,502.80 0.7
9,160 Agilent Tech Inc. 51.76 474,125.26 31.25 286,250.00 0.4 0.00 0.0
5,540 Amgen Inc. 51.34 284,427.22 54.96 304,478.40 0.4 0.00 0.0
1,720 Biogen Idec Inc. 100.33 172,567.77 93.15 160,218.00 0.2 0.00 0.0
6,540 Celgene Corp 52.22 341,524.03 61.91 404,891.40 0.5 0.00 0.0
4,385 Gilead Sciences Inc. 41.57 182,273.05 38.80 170,138.00 0.2 0.00 0.0
13,305 Johnson & Johnson 63.27 841,869.99 63.69 847,395.45 1.1 6,120.30 0.7
18,155 Merck & Co. Inc. 39.32 713,896.96 32.70 593,668.52 0.8 6,898.90 1.2
57,250  Pfizer Inc. 20.10  1,150,664.07 17.68  1,012,180.00 1.3 18,320.00 1.8
7,270 UnitedHealth Group 33.77 245,476.64 46.12 335,292.40 0.4 218.10 0.1
3,920 Waters Corp 99.88 391,542.54 75.49 295,920.80 0.4 0.00 0.0
4,300 WellPoint Health 61.29 263,535.39 65.28 280,704.00 0.4 0.00 0.0
6,550 Zimmer Holdings Inc. 67.02 438,985.59 53.48 350,294.00 0.5 0.00 0.0
6,015,616.55 5,539,023.17 7.2 35,060.10 0.6
CONSUMER DISCRETIONARY
1,620 Amazon.Com Inc 223.42 361,944.41 216.23 350,292.60 0.5 0.00 0.0
14,757 Comcast Corp.-Cl A 16.52 243,803.85 20.92 308,716.44 0.4 922.31 0.3
9,670 Disney Walt Co. 34.93 337,755.69 30.16 291,647.20 0.4 3,384.50 1.2
24,980 Ford Motor Co. 11.64 290,669.78 9.67 241,556.60 0.3 0.00 0.0
14,225  Home Depot Inc. 26.78 380,899.34 32.87 467,575.75 0.6 3,200.62 0.7
7,075 McDonalds Corp. 66.91 473,409.38 87.82 621,326.50 0.8 2,653.12 0.4
11,480 News Corp-Cl A 15.48 177,705.81 15.48 177,710.40 0.2 688.80 0.4
3,895 Nike, Inc. - Class B 64.97 253,039.84 85.51 333,061.45 0.4 1,869.60 0.6
7,970 Omnicom Group 36.46 290,562.29 36.84 293,614.80 0.4 6,376.00 2.2
600  Priceline.Com Inc. 534.35 320,608.50 449.46 269,676.00 0.4 0.00 0.0
5,535  Stanley Black & Decker Inc 60.44 334,521.01 49.10 271,768.50 0.4 1,826.55 0.7
10,130 Starwood Hotels 44.62 452,032.00 38.82 393,246.60 0.5 8,104.00 2.1
6,915  TJIX Companies, Inc. 39.67 274,342.25 55.47 383,575.05 0.5 1,936.20 0.5
7,655 Target Corp. 47.68 364,968.20 49.04 375,401.20 0.5 1,224.80 0.3
7,523 Time Warner Inc. 29.60 222,648.93 29.97 225,464.31 0.3 1,410.56 0.6
5,985 Wal-Mart Stores 50.45 301,927.24 51.90 310,621.50 0.4 1,421.44 0.5
1,180 Wynn Resorts LTD 140.64 165,951.19 115.08 135,794.40 0.2 1,132.80 0.8
7,090 Yum! Brands, Inc. 54.57 386,892.08 49.39 350,175.10 0.5 4,254.00 1.2
5,633,681.79 5,801,224.40 7.5 40,405.31 0.7
TELECOMMUNICATION SERVICES
24,235 AT&T 26.80 649,453.91 28.52 691,182.20 0.9 9,694.00 1.4
19,665 Verizon Comm. 27.58 542,308.17 36.80 723,672.00 0.9 8,455.95 1.2
1,191,762.09 1,414,854.20 1.8 18,149.95 1.3
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value Assets Income Yield
INDUSTRIALS
3,055 3M Co. 56.54 172,723.28 71.79 219,318.45 0.3 1,527.50 0.7
6,265 Boeing Co. 49.33 309,062.43 60.51 379,095.15 0.5 2,506.00 0.7
2,575  Caterpillar Inc. 64.55 166,222.67 73.84 190,138.00 0.2 1,081.50 0.6
4,700 Cummins Inc. 93.48 439,371.98 81.66 383,802.00 0.5 822.50 0.2
9,120 Danaher Corp. 38.70 352,932.72 41.94 382,492.80 0.5 273.60 0.1
5,400 Deere & Company 88.05 475,447.32 64.57 348,678.00 0.5 1,512.00 0.4
6,445 Dover Corporation 52.85 340,619.54 46.60 300,337.00 0.4 1,289.00 0.4
5,080 Emerson Electric 59.30 301,227.24 41.31 209,854.80 0.3 7,772.40 3.7
3,370 Fedex Corp. 78.72 265,296.85 67.68 228,081.60 0.3 1,213.20 0.5
4,130  Fluor Corporation 62.90 259,769.98 46.55 192,251.50 0.3 2,643.20 1.4
54,445 General Electric Co. 22.32 1,215,469.26 15.22 828,652.90 1.1 16,877.95 2.0
18,210 Goodyear Tires 10.58 192,572.57 10.09 183,738.90 0.2 21,852.00 11.9
5,705  Honeywell Intl., Inc. 34.99 199,620.14 43,91 250,506.55 0.3 1,568.87 0.6
6,150 Illinois Tool Works 47.80 293,949.71 41.60 255,840.00 0.3 5,166.00 2.0
5,720 Tyco Int'l Limited 37.67 215,484.98 40.75 233,090.00 0.3 858.00 0.4
4,455 Union Pacific Corp. 50.31 224,112.42 81.67 363,839.85 0.5 3,564.00 1.0
7,190 United Parcel Svc-Cl B 56.24 404,332.53 63.15 454,048.50 0.6 3,235.50 0.7
4,165 United Tech Corp. 55.65 231,790.07 70.36 293,049.40 0.4 1,332.80 0.5
6,060,005.67 5,696,815.40 7.4 75,096.02 1.3
ENERGY
5,520  Alpha Natural Resources Inc. 40.78 225,102.84 17.69 97,648.80 0.1 0.00 0.0
3,075 Apache Corp. 101.27 311,415.28 80.24 246,738.00 0.3 461.25 0.2
4,790  Baker Hughes 71.93 344,555.72 46.15 221,058.50 0.3 2,203.40 1.0
11,435 ChevronTexaco Corp. 57.96 662,761.20 92.59 1,058,766.65 1.4 7,432.75 0.7
9,465 ConocoPhillips 44,53 421,435.27 63.32 599,323.80 0.8 4,448.55 0.7
2,910 Devon Energy Corp. 77.21 224,691.01 55.44 161,330.40 0.2 465.60 0.3
4,800 Diamond Offshore Drilling 70.93 340,460.64 54.74 262,752.00 0.3 600.00 0.2
24,304 Exxon Mobil Corp. 61.06 1,484,039.29 72.63 1,765,199.52 2.3 9,721.60 0.6
9,925 Halliburton Company 21.96 217,949.88 30.52 302,911.00 0.4 2,977.50 1.0
5,405 National Oilwell Varco 24.76 133,804.50 51.22 276,844.10 0.4 0.00 0.0
2,840 Noble Energy Inc 94.95 269,644.08 70.80 201,072.00 0.3 511.20 0.3
6,880  Peabody Energy Corp 62.81 432,138.30 33.88 233,094.40 0.3 412.80 0.2
7,805 Schlumberger LTD 48.39 377,722.31 59.73 466,192.65 0.6 1,639.05 0.4
10,260 Tesoro Corp. 24.67 253,119.33 19.47 199,762.20 0.3 0.00 0.0
5,698,839.66 6,092,694.02 7.9 30,873.70 0.5
UTILITIES
7,985 American Elect. Power 36.30 289,851.51 38.02 303,589.70 0.4 19,164.00 6.3
19,215  Duke Energy Corp. 15.58 299,339.11 19.99 384,107.85 0.5 24,595.20 6.4
8,285  Exelon Corp. 51.09 423,317.63 42.61 353,023.85 0.5 3,811.10 1.1
8,055 Southern Co. 38.18 307,539.10 42.37 341,290.35 0.4 12,485.25 3.7
1,320,047.35 1,382,011.75 1.8 60,055.55 43
MATERIALS
14,820 ALCOA 17.88 264,943.07 9.57 141,827.40 0.2 8,892.00 6.3
8,440 Dow Chemical Co. 27.21 229,651.88 22.46 189,562.40 0.2 11,309.60 6.0
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
4,535 Du Pont (E.IL.) 24.33 110,343.42 39.97 181,263.95 0.2 1,859.35 1.0
7,650 Freeport MC Co. - CI B 55.59 425,290.28 30.45 232,942.50 0.3 3,346.87 1.4
3,470 Newmont Mining Corp. 63.51 220,388.03 62.95 218,436.50 0.3 416.40 0.2
1,250,616.68 964,032.75 1.3 25,824.22 2.7
COMMON STOCK 46,123,693.01 46,810,628.21 60.9 462,209.38 1.0
EXCHANGE TRADED FUNDS
3,800 IShares S&P 500 Index 132.22 502,431.82 113.69 432,022.00 0.6 9,405.91 2.2
EXCHANGE TRADED FUNDS 502,431.82 432,022.00 0.6 9,405.91 2.2
U.S. TREASURY NOTES/BONDS
1,000,000  U.S. Treasury Note 99.94 999,414.50 100.78  1,007,850.00 1.3 7,500.00 0.7
0.750% Due 03-31-13
4,950,000 U.S. Treasury Note 100.80 4,989,445.31 101.55 5,026,972.50 6.5 49,500.00 1.0
1.000% Due 05-15-14
500,000  U.S. Treasury Note 97.12 485,605.25 102.59 512,969.00 0.7 6,875.00 1.3
1.375% Due 11-30-15
1,500,000 U.S. Treasury Note 98.12 1,471,835.94 103.87 1,558,125.00 2.0 28,125.00 1.8
1.875% Due 08-31-17
Accrued Interest 23,037.65 0.0
U.S. TREASURY NOTES/BONDS 7,946,301.00 8,128,954.15 10.6 92,000.00 1.1
GOVERNMENT AGENCIES
150,000 Fed Home Loan Mtg 101.22 151,828.50 107.35 161,026.50 0.2 6,750.00 4.2
4.500% Due 07-15-13
270,000 Fed Natl Mtg Assoc 101.25 273,375.00 108.40 292,679.19 0.4 12,487.50 4.3
4.625% Due 10-15-13
360,000 Fed Natl Mtg Assoc 101.97 367,088.40 116.79 420,451.92 0.5 18,000.00 4.3
5.000% Due 03-15-16
300,000 Fed Natl Mtg Assoc 115.35 346,045.50 141.80 425,394.00 0.6 18,750.00 4.4
6.250% Due 05-15-29
Accrued Interest 14,910.94 0.0
GOVERNMENT AGENCIES 1,138,337.40 1,314,462.55 1.7 55,987.50 4.3
MORTGAGE BACKED SECURITIES
FNMA/FHLMC
78,837 FGCI #E97963 101.78 80,241.28 108.13 85,250.39 0.1 3,941.85 4.6
5.000% Due 07-01-18
117,808 FGCI #G18008 100.31 118,175.84 106.96 126,008.28 0.2 5,301.35 4.2
4.500% Due 09-01-19
97,844 FNCI #831192 98.79 96,655.81 108.13 105,803.20 0.1 4,892.18 4.6
5.000% Due 11-01-20
167,709 FGCI #G11900 98.91 165,874.45 108.50 181,957.30 0.2 9,223.98 5.1
5.500% Due 02-01-21
288,234 FGCI #G12335 98.59 284,180.48 108.07 311,500.00 0.4 14,411.69 4.6
5.000% Due 05-01-21
127,118 FNCL #886599 99.52 126,502.76 108.51 137,936.27 0.2 6,991.52 5.1

5.500% Due 08-01-21
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
69,202  FGCI #G18175 100.37 69,461.16 108.18 74,865.18 0.1 3,806.13 5.1
5.500% Due 04-01-22
46,809 FGCI #G12777 98.83 46,259.59 107.70 50,412.32 0.1 2,340.47 4.6
5.000% Due 08-01-22
83,765  FNCI #949663 100.41 84,104.30 108.46 90,849.05 0.1 4,607.08 5.1
5.500% Due 08-01-22
124,037  FNCL #799556 99.64 123,591.62 108.04 134,016.19 0.2 6,201.87 4.6
5.000% Due 11-01-34
390,069  FNCL# 832869 96.80 377,574.32 107.97 421,145.48 0.5 19,503.44 4.6
5.000% Due 09-01-35
86,813  FNCL #805625 98.47 85,483.70 109.18 94,780.72 0.1 4,774.72 5.0
5.500% Due 12-01-35
121,163  FNCL #852028 99.16 120,140.97 110.38 133,741.25 0.2 7,269.80 5.4
6.000% Due 01-01-36
313,570  FNCL #868450 99.22 311,120.65 108.97 341,713.37 0.4 17,246.37 5.0
5.500% Due 04-01-36
377,026  FNCL #938289 98.68 372,049.60 108.80 410,215.96 0.5 20,736.45 5.1
5.500% Due 07-01-37
116,301 FGLMC #G03216 96.12 111,786.10 107.48 125,006.00 0.2 5,815.04 4.7
5.000% Due 09-01-37
163,425  FNCL #899719 96.12 157,081.22 107.76 176,113.75 0.2 8,171.27 4.6
5.000% Due 09-01-37
496,689  FNCL #256925 100.77 500,493.57 109.91 545,925.65 0.7 29,801.33 5.5
6.000% Due 10-01-37
Accrued Interest 14,100.16 0.0
3,230,777.43 3,561,340.52 46  175,036.53 4.9
GNMA
94,786  GNJO #605142 100.75 95,496.89 107.73 102,111.05 0.1 4,265.37 4.2
4.500% Due 03-15-19
109,347 GNSF #594139 100.09 109,449.61 110.46 120,784.81 0.2 5,467.35 4.5
5.000% Due 10-15-33
81,400  GNSF #671531 100.25 81,603.43 110.60 90,025.87 0.1 4,477.00 5.0
5.500% Due 09-15-37
Accrued Interest 1,144.67 0.0
286,549.92 314,066.40 0.4 14,209.72 4.5
MORTGAGE BACKED 3,517,327.36 3,875,406.91 5.0 189,246.25 4.9
SECURITIES
COMMERCIAL MORTGAGE BACKED SECURITIES
500,000  Merrill Lynch Mtg Tr 96.99 484,941.41 88.72 443,610.00 0.6 27,497.19 6.2
5.499% Due 01-12-44
Accrued Interest 1,374.86 0.0
COMMERCIAL MORTGAGE 484,941.41 444,984.86 0.6 27,497.19 6.2

BACKED SECURITIES
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
CORPORATE BONDS
UTILITY BONDS
142,000 Duke Energy Corp. 101.07 143,515.10 114.67 162,828.70 0.2 7,526.00 4.6
5.300% Due 10-01-15
300,000  Natl Rural Utilities 119.23 357,705.00 118.00 353,988.60 0.5 21,600.00 6.1
7.200% Due 10-01-15
140,000 Carolina Power & Light 100.44 140,616.00 114.54 160,352.78 0.2 7,350.00 4.6
5.250% Due 12-15-15
110,000  SBC Comm Inc. 101.37 111,508.10 114.00 125,404.84 0.2 6,187.50 4.9
5.625% Due 06-15-16
500,000  South Carolina E&G 10504 52522250  113.98  569,888.50 0.7  26,500.00 4.7
5.300% Due 05-15-33
500,000 Comcast Corp. 101.42 507,095.00 115.04 575,189.50 0.7 32,250.00 5.6
6.450% Due 03-15-37
Accrued Interest 29,711.78 0.0
1,785,661.70 1,977,364.70 2.6 101,413.50 5.2
FINANCIAL BONDS
500,000  HSBC Finance 115.58 577,912.50 103.64 518,225.00 0.7 31,875.00 6.2
6.375% Due 11-15-12
500,000 Morgan Stanley 100.18 500,910.00 96.30 481,513.50 0.6 14,375.00 3.0
2.875% Due 01-24-14
700,000  JP Morgan 98.58  690,032.00  107.84  754,894.70 1.0 39,900.00 5.3
5.700% Due 11-15-14
1,000,000  US Bancorp 100.38  1,003,780.00 10436 1,043,623.00 1.4 31,500.00 3.0
3.150% Due 03-04-15
110,000  Gen. Elec. Cap. Corp. 101.59 111,750.10 109.02 119,917.38 0.2 5,940.00 5.0
5.400% Due 02-15-17
500,000  Hartford Financial 97.04 485,225.00 100.83 504,133.00 0.7 26,875.00 5.3
5.375% Due 03-15-17
500,000  Lehman Bros. Holdings 98.70  493,480.00 0.05 250.00 00  32,500.00 13,000.0
6.500% Due 07-19-17
900,000  Bank of America Corp. 110.12 991,097.00 105.04 945,375.30 1.2 68,625.00 7.3
7.625% Due 06-01-19
500,000  JP Morgan Chase 10079  503,950.00  101.17  505,869.00 0.7 22,000.00 4.3
4.400% Due 07-22-20
800,000  American Intl. Gp. 99.88 799,032.00 101.88 815,032.00 1.1 51,200.00 6.3
6.400% Due 12-15-20
Accrued Interest 80,808.82 0.1
6,157,168.60 5,769,641.70 7.5  324,790.00 5.7
INDUSTRIAL BONDS
500,000  Deere & Company 10733 536,670.00  114.65 573,259.00 0.7  34,750.00 6.1
6.950% Due 04-25-14
500,000  Discovery Communications 100.23 501,132.50 105.25 526,230.00 0.7 18,500.00 3.5
3.700% Due 06-01-15
645,000  Cisco Systems 98.29 633,966.00 115.30 743,667.58 1.0 35,475.00 4.8

5.500% Due 02-22-16
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Unit Total Market Pct. Annual  Cur.

Quantity Security Cost Cost Price Value  Assets Income Yield

134,000  Abbott Labs 104.44 139,944.20 117.72 157,743.59 0.2 7,872.50 5.0
5.875% Due 05-15-16

500,000 Anheuser Busch 100.18 500,918.63 112.49 562,450.50 0.7 25,250.00 4.5
5.050% Due 10-15-16

300,000 Costco Companies 101.60 304,794.00 118.26 354,789.00 0.5 16,500.00 4.7
5.500% Due 03-15-17

450,000 Coca-Cola Enterprises 118.68 534,051.00 126.03 567,139.95 0.7 32,062.50 5.7
7.125% Due 08-01-17

500,000 Adobe Systems Inc. 99.64 498,225.00 105.06 525,285.00 0.7 23,750.00 4.5
4.750% Due 02-01-20

500,000  Johnson Controls Inc. 100.13 500,675.00 110.33 551,640.00 0.7 25,000.00 4.5
5.000% Due 03-30-20

150,000 Amgen Inc 101.01 151,509.00 103.06 154,590.45 0.2 5,175.00 3.3
3.450% Due 10-01-20

250,000 Wal-Mart Stores 100.47 251,182.50 111.98 279,951.75 0.4 10,625.00 3.8
4.250% Due 04-15-21

500,000 IBM Corp. 112.65 563,240.00 136.63 683,146.50 0.9 35,000.00 5.1
7.000% Due 10-30-25

323,000 Procter & Gamble 100.28 323,901.20 128.74 415,845.70 0.5 17,926.50 4.3
5.550% Due 03-05-37

500,000 Home Depot Inc. 99.67 498,375.00 110.16 550,823.00 0.7 27,000.00 4.9
5.400% Due 09-15-40

Accrued Interest 73,488.92 0.1
5,938,584.03 6,720,050.96 8.7 _ 314,886.50 4.7
CORPORATE BONDS 13,881,414.33 14,467,057.36 18.8  741,090.00 5.2
CASH & EQUIVALENTS

Dividend Accrual 80,674.68 80,674.68 0.1 0.00 0.0

Inventor MMF 1,326,372.20 1,326,372.20 1.7 41,117.54 3.1

MMF Interest Accrual 123.55 123.55 0.0 4.32 3.5

CASH & EQUIVALENTS 1,407,170.43 1,407,170.43 1.8 41,121.86 2.9

TOTAL PORTFOLIO 75,001,616.75 76,880,686.47 100.0 1,618,558.10 2.1
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PERFORMANCE SUMMARY

Beaver County Retirement System - Small Cap
As of September 30, 2011

Asset Allocation Portfolio Value on 6/30/11 ........... $11,761,048.61
CONSUMER Contributions...............cccccvevvveiniienncnnn. 1,031.70
DISCRETIONARY
HEA'{%EZARE 14.6% Withdrawals..............c.cccovvvvvvvnvivniiisisiiisiinnnns 0.00
INDUSTRIALS
FINQOI\.I;I/?LS 17.9% Realized Gains..............oceevvvvinninnnnnn (7,403.58)
Unrealized Gains...........ccccooevvunveennnn. (2,269,127.86)
Interest .........covviiiiiiiiiii 23.19
Dividends...........ccoouiiiiiiii 31,407.22
ENERGY Change in Accrued Interest................ccuuveeee. 0.00
5.5%
CONSUMER UTILITIES Portfolio Value on 9/30/11 ............ $9,516,979.27
NORATS o wrmae 2
18.7% 04%  37%
Total Investment Gain
for Trailing 3 Months.................... ($2,245,101.04)
Beginning Balance Ending Balance Total Return
Third Quarter 2011 (6/30/11 to 9/30/11) 11,761,048.61 9,516,979.27 (19.09%)
Year to Date (12/31/10 to 9/30/11) 11,818,331.28 9,516,979.27 (12.49%)

Trailing 1 Year (9/30/10 to 9/30/11) 10,002,215.92 9,516,979.27 3.36%




Portfolio Performance Compared to Benchmark
Small Cap Account Performance 1 Year — 9/30/10 to 9/30/11

10.0%
8.0%
6.0%
4.0%
2.0% .
0.0% ‘ — ‘ ‘
)
-4.0%
-6.0%
-8.0% -
-10.0%
-12.0%
Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11
BeaverSmal @  5.00 4.97 7.16 0.91 4.29 2.81 2.51 (0.41) (2.08) (2.54)  (7.35) (10.39)
S&P 600 B 425 3.56 7.66 0.15 4.41 3.01 2.60 0.90)  (1.81) (321)  (7.67)  (10.29)
Difference 0.75 1.41 (0.50) 0.76 (0.12) (020)  (0.09) 0.49 (0.27) 0.67 0.32 (0.10)
Beaver S&P 600
Third Quarter 2011 (6/30/11 to 9/30/11) (19.09%) (19.83%)
Trailing 1 Year (9/30/10 to 9/30/11) 3.36% 0.21%
Trailing 3 Year (9/30/08 to 9/30/11) (0.19%) 0.77% annualized
Trailing 5 Year (9/30/06 to 9/30/11) 0.31% 0.27% annualized

Footnote: Performance results are presented gross of management fees and net of commissions. Please refer to your Investment Management Agreement for applicable management fees.
Fees are pro rata by quarter. Performance reported as of the end of each month



PORTFOLIO STATISTICS

Beaver County Retirement System

Equity Industry Sector Diversification
As of September 30, 2011
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0.0%

W Beaver @ S&P 600

Top Ten Equity Holdings - % of Total Portfolio

percentage percentage
1. National Retail Prop. 1.57 6. Independent Bank Corp 1.36
2. Hain Celestial Group 1.53 7. Biomed Realty Trust 1.32
3. Proassurance Corp 1.49 8. Computer Programs & Sys. 1.27
4. Regeneron Pharma. 1.44 9. World Fuel Services 1.25
5. New Jersey Res. Corp 1.39 10. Home Properties Inc. 1.24

Source: Standard & Poors and CIM




BEAVER COUNTY SMALL CAP PORTFOLIO APPRAISAL

Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
COMMON STOCK
INFORMATION TECHNOLOGY
4,510  Arris Group Inc 7.49 33,796.71 10.30 46,453.00 0.5 0.00 0.0
2,400  Black Box Corporation 31.74 76,181.04 21.35 51,240.00 0.5 144.00 0.3
2,820  Blue Coat Systems 26.60 75,020.16 13.88 39,141.60 0.4 0.00 0.0
8,380  CTS Corp. 9.14 76,581.47 8.13 68,129.40 0.7 251.40 0.4
11,000  Ciber Inc. 5.80 63,759.30 3.03 33,330.00 0.4 0.00 0.0
1,875  CommVault Systems Inc. 39.06 73,238.44 37.06 69,487.50 0.7 0.00 0.0
1,820  Computer Program & Systems 68.41 124,504.74 66.15 120,393.00 1.3 0.00 0.0
3,800 Comtech Telecommunications 28.85 109,631.14 28.09 106,742.00 1.1 0.00 0.0
2,050  Cymer Inc. 49.37 101,203.17 37.15 76,157.50 0.8 0.00 0.0
6,600  Daktronics Inc. 11.87 78,349.92 8.58 56,628.00 0.6 330.00 0.6
5,500 Igate Corp. 14.93 82,107.30 11.54 63,470.00 0.7 0.00 0.0
2,740 ]2 Global Communications 29.26 80,176.51 26.90 73,706.00 0.8 0.00 0.0
3,750  JDA Software Grp. 27.85 104,441.48 23.44 87,900.00 0.9 0.00 0.0
7,950  Kulicke & Soffa Ind. 10.04 79,812.44 7.46 59,307.00 0.6 0.00 0.0
1,395 Littelfuse Inc 31.04 43,294.06 40.21 56,092.95 0.6 0.00 0.0
3,325 MKS Instruments Inc. 18.91 62,875.09 21.71 72,185.75 0.8 0.00 0.0
13,000  Methode Elec Inc. 12.44 161,688.15 7.43 96,590.00 1.0 910.00 0.9
2,720  Microsemi Corp. 13.83 37,618.42 15.98 43,465.60 0.5 0.00 0.0
1,500  Netgear Inc 34.18 51,263.10 25.89 38,835.00 0.4 0.00 0.0
1,200  OSI Systems Inc. 40.26 48,309.12 33.52 40,224.00 0.4 0.00 0.0
7,000  Pericom Semiconductor 10.22 71,573.18 7.41 51,870.00 0.5 0.00 0.0
2,300  Rightnow Tech Inc. 36.46 83,863.98 33.05 76,015.00 0.8 0.00 0.0
4,060 Standard Microsystems 22.56 91,610.97 19.40 78,764.00 0.8 0.00 0.0
2,500 Taleo Corp-Class A 24.14 60,352.00 25.72 64,300.00 0.7 0.00 0.0
7,300  Triquint Semiconductor Corp 13.56 99,004.32 5.02 36,646.00 0.4 0.00 0.0
2,100  Veeco Inst. Inc. 47.62 99,996.33 24.40 51,240.00 0.5 0.00 0.0
2,160  Viasat Inc. 44,57 96,271.93 33.31 71,949.60 0.8 0.00 0.0
2,715  Websense Inc 11.04 29,978.90 17.30 46,969.50 0.5 0.00 0.0
2,196,503.37 1,777,232.40 18.7 1,635.40 0.1
CONSUMER STAPLES
800 Diamond Foods Inc 70.76 56,608.16 79.80 63,840.00 0.7 36.00 0.1
4,755  Hain Celestial Group Inc. 19.39 92,207.98 30.55 145,265.25 1.5 0.00 0.0
1,140  J&J Snack Foods 33.36 38,032.30 48.05 54,777.00 0.6 105.45 0.2
1,160  Treehouse Foods,Inc 60.30 69,948.00 61.84 71,734.40 0.8 0.00 0.0
1,450  United Natural Foods Inc. 35.70 51,765.58 37.04 53,708.00 0.6 0.00 0.0
308,562.02 389,324.65 4.1 141.45 0.0
FINANCIALS
153 Acadia Realty Trust 12.58 1,925.00 18.70 2,861.83 0.0 32.14 1.1
7,565  Biomed Realty Trust Inc. 13.92 105,274.06 16.57 125,352.05 1.3 2,534.27 2.0
3,350  Delphi Fin Gp-A 23.58 78,985.63 21.52 72,092.00 0.8 335.00 0.5
1,900 EZCorp. 27.83 52,885.93 28.54 54,226.00 0.6 0.00 0.0
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
2,245  Eastgroup Properties 28.14 63,184.02 38.14 85,624.30 0.9 0.00 0.0
1,420  Entertainment Properties 40.43 57,412.30 38.98 55,351.60 0.6 923.00 1.7
2,080 Home Properties Inc. 30.92 64,322.30 56.76 118,060.80 1.2 1,393.60 1.2
5,950  Independent Bank Corp. 24.64 146,618.35 21.74 129,353.00 1.4 1,071.00 0.8
2,765  Kilroy Realty 21.16 58,498.74 31.30 86,544.50 0.9 1,603.70 1.9
4,750  Lasalle Hotel Prop. 23.72 112,670.95 19.20 91,200.00 1.0 522.50 0.6
5,440  Medical Properties Trust Inc 9.41 51,189.86 8.95 48,688.00 0.5 1,088.00 2.2
1,000 Mid-America Apartment Com 67.90 67,900.00 60.22 60,220.00 0.6 627.50 1.0
5,565  National Retail Properties 16.96 94,357.55 26.87 149,531.55 1.6 2,086.87 1.4
8,785  Old National Bancorp 12.31 108,145.55 9.32 81,876.20 0.9 0.00 0.0
1,970  Proassurance Corp 44.48 87,633.14 72.02 141,879.40 1.5 0.00 0.0
1,300  Signature Bank 38.75 50,368.76 47.72 62,036.00 0.7 0.00 0.0
1,385  Sovran Self Storage 22.00 30,474.02 37.17 51,480.45 0.5 872.55 1.7
2,062  Stifel Financial Corp 32.05 66,096.58 26.56 54,766.72 0.6 0.00 0.0
6,905  Susquehanna Bancsh 10.25 70,794.85 5.46 37,701.30 0.4 1,795.30 4.8
2,840  Tanger Factory Outlet Center 14.45 41,036.25 26.01 73,868.40 0.8 1,079.20 1.5
3,920 Texas Cap Bancshares 29.03 113,794.46 22.85 89,572.00 0.9 0.00 0.0
3,900 Tower Grp Inc. 26.60 103,752.87 22.86 89,154.00 0.9 487.50 0.5
12,025  Trustco Bank Corp. NY 6.64 79,865.76 4.46 53,631.50 0.6 1,803.75 3.4
2,490 UMB Financial Corp. 43.43 108,137.11 32.08 79,879.20 0.8 410.85 0.5
3,930  Wintrust Financial 31.80 124,976.48 25.81 101,433.30 1.1 0.00 0.0
1,940,300.52 1,996,384.10 21.0 18,666.74 0.9
HEALTH CARE

3,430  Amsurg Corp. 26.72 91,661.61 22.50 77,175.00 0.8 0.00 0.0
2,930  Bio-Reference Labs Inc 23.34 68,376.24 18.41 53,941.30 0.6 0.00 0.0
2,120  Cubist Pharmaceuticals Inc. 35.47 75,195.60 35.32 74,878.40 0.8 0.00 0.0
3,750  HMS Holdings Corp 27.55 103,297.00 24.39 91,462.50 1.0 0.00 0.0
2,200  Healthspring Inc. 36.06 79,330.90 36.46 80,212.00 0.8 0.00 0.0
2,210  ICU Medical Inc. 45.07 99,594.44 36.80 81,328.00 0.9 0.00 0.0
1,800 Integra Lifesciences 22.20 39,958.86 35.77 64,386.00 0.7 0.00 0.0
980  MWI Veterinary Supply 85.44 83,727.18 68.82 67,443.60 0.7 0.00 0.0
5,575  Omnicell Inc. 15.21 84,792.96 13.78 76,823.50 0.8 0.00 0.0
2,065  Par Pharma 37.43 77,298.32 26.62 54,970.30 0.6 0.00 0.0
725  Quality Systems Inc 81.21 58,877.83 97.00 70,325.00 0.7 217.50 0.3
2,430  Questcor Pharmaceutucals 26.94 65,471.25 27.26 66,241.80 0.7 0.00 0.0
2,350 Regeneron Pharmaceuticals 26.49 62,244.21 58.20 136,770.00 1.4 0.00 0.0
2,470  Salix Pharmaceuticals LTD 27.68 68,362.74 29.60 73,112.00 0.8 0.00 0.0
4,150  Savient Pharmaceuticals Inc. 12.31 51,088.58 4.10 17,015.00 0.2 0.00 0.0
1,550  West Pharmaceutical Services 44.75 69,366.38 37.10 57,505.00 0.6 263.50 0.5
1,178,644.10 1,143,589.40 12.0 481.00 0.0

CONSUMER DISCRETIONARY
2,810  Arbitron Inc. 13.37 37,565.11 33.08 92,954.80 1.0 0.00 0.0
7,800  Brown Shoe Company 10.43 81,321.24 7.12 55,536.00 0.6 546.00 1.0
3,800  Brunswick Corp. 15.07 57,253.84 14.04 53,352.00 0.6 1,900.00 3.6
3,750  Cabela's Inc 18.01 67,537.13 20.49 76,837.50 0.8 0.00 0.0
3,120 Carter's Inc 28.64 89,349.47 30.54 95,284.80 1.0 0.00 0.0
1,200  Children's Place 44.36 53,228.04 46.53 55,836.00 0.6 0.00 0.0
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Unit Total Market Pct. Annual  Cur.

Quantity Security Cost Cost Price Value  Assets Income Yield
1,505 Coinstar, Inc. 31.64 47,620.25 40.00 60,200.00 0.6 0.00 0.0
3,200  Crocs, Inc. 25.44 81,393.28 23.68 75,776.00 0.8 0.00 0.0
1,850 DineEquity, Inc 54.23 100,333.83 38.49 71,206.50 0.7 0.00 0.0
1,730 HSN Inc 29.14 50,414.45 33.13 57,314.90 0.6 0.00 0.0
2,265 Helen of Troy LTD 19.05 43,143.15 25.12 56,896.80 0.6 0.00 0.0
2,220  Iconix Brand Group Inc 15.51 34,438.50 15.80 35,076.00 0.4 0.00 0.0
1,160  Jos.A.Bank Clothiers 52.53 60,934.80 46.63 54,090.80 0.6 0.00 0.0
7,630 Live Nation Ent 14.41 109,974.35 8.01 61,116.30 0.6 0.00 0.0
10,000 Liz Claiborne, Inc. 5.14 51,370.00 5.00 50,000.00 0.5 562.50 1.1
4,820  OfficeMax Inc 15.03 72,429.18 4.85 23,377.00 0.2 723.00 3.1
2,660  Perry Ellis International 25.23 67,107.81 18.80 50,008.00 0.5 0.00 0.0
4,690 Pinnacle Entertainment Inc 10.73 50,319.95 9.08 42,585.20 0.4 0.00 0.0
2,000 Red Robin Gourment Burgers 35.06 70,124.60 24.09 48,180.00 0.5 0.00 0.0
2,000 Rue21 31.03 62,060.00 22.69 45,380.00 0.5 0.00 0.0
5,740  Shuffle Master 8.79 50,467.81 8.41 48,273.40 0.5 0.00 0.0
1,987  Steven Madden LTD 30.18 59,967.53 30.10 59,808.70 0.6 0.00 0.0
2,020  True Religion Apparel Inc. 20.69 41,795.90 26.96 54,459.20 0.6 0.00 0.0
1,840  Wolverine W.W. 25.99 47,819.21 33.25 61,180.00 0.6 82.80 0.1
1,487,969.42 1,384,729.90 14.6 3,814.30 0.3

INDUSTRIALS

2,960  AAR Corp. 30.14 89,207.00 16.67 49,343.20 0.5 222.00 0.4
2,170  ABM Industries Inc. 15.92 34,542.24 19.06 41,360.20 0.4 195.30 0.5
4,850  Actuant Corp-CL A 21.86 106,037.59 19.75 95,787.50 1.0 194.00 0.2
2,205  Albany Intl Corp. 15.85 34,941.48 18.25 40,241.25 0.4 264.60 0.7
2,225  Anixter Intl Inc. 55.92 124,427.56 47.44 105,554.00 1.1 0.00 0.0
2,460  Applied Industrial Tech Inc. 35.42 87,136.89 27.16 66,813.60 0.7 467.40 0.7
1,740 Azz Inc. 51.44 89,497.07 38.77 67,459.80 0.7 435.00 0.6
2,250 Belden CDT 38.44 86,490.00 25.79 58,027.50 0.6 112.50 0.2
3,350  Briggs and Stratton 19.21 64,352.50 13.51 45,258.50 0.5 4,154.00 9.2
1,845 Ceradyne Inc. 34.86 64,317.44 26.89 49,612.05 0.5 0.00 0.0
1,675 Clarcor Inc. 32.84 55,012.03 41.38 69,311.50 0.7 134.00 0.2
2,600  Clearwater Paper Corp. 33.16 86,220.55 33.98 88,348.00 0.9 0.00 0.0
3,220  Curtiss-Wright Corp. 34.95 112,548.64 28.83 92,832.60 1.0 257.60 0.3
2,240 Emcor Group Inc. 19.51 43,700.26 20.33 45,539.20 0.5 0.00 0.0
1,480  Forward Air Corp 22.64 33,503.35 25.45 37,666.00 0.4 0.00 0.0
2,625 Heartland Express Inc. 14.23 37,346.93 13.56 35,595.00 0.4 210.00 0.6
3,075 Hub Group 27.68 85,118.25 28.27 86,930.25 0.9 0.00 0.0
2,245 Kaydon Corp. 40.35 90,580.79 28.68 64,386.60 0.7 336.75 0.5
1,900 Liquidity Serv Inc. 31.02 58,944.84 32.07 60,933.00 0.6 0.00 0.0
4,600 M/I Homes Inc. 14.42 66,345.34 6.01 27,646.00 0.3 0.00 0.0
8,000 Myers Industries Inc 10.02 80,153.60 10.15 81,200.00 0.9 560.00 0.7
3,125 Orbital Sciences Corp 18.03 56,343.76 12.80 40,000.00 0.4 0.00 0.0
1,335 Robbins & Myers Inc 35.38 47,226.02 34.71 46,337.85 0.5 267.00 0.6
3,315 SkyWest Inc 15.14 50,203.81 11.51 38,155.65 0.4 132.60 0.3
1,485  Teledyne Inc. 38.57 57,281.22 48.86 72,557.10 0.8 0.00 0.0
2,980 Tetra Tech Inc 22.30 66,453.62 18.74 55,845.20 0.6 0.00 0.0
1,095  Toro Co. 30.73 33,653.33 49.27 53,950.65 0.6 164.25 0.3
3,050  United Stationers Inc. 16.95 51,707.87 27.22 83,021.00 0.9 0.00 0.0
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1,893,293.99 1,699,713.20 17.9 8,107.00 0.5
ENERGY
3,400  Basic Energy Serv.Inc 20.14 68,471.24 14.16 48,144.00 0.5 0.00 0.0
4,100  GT Advanced Tech. Inc. 12.12 49,689.95 7.02 28,782.00 0.3 0.00 0.0
2,800  Gulfport Energy Corp. 32.49 90,960.49 24.18 67,704.00 0.7 0.00 0.0
9,850  Ion Geophysical Corp. 13.51 133,076.46 4.73 46,590.50 0.5 0.00 0.0
1,680  Lufkin Industries Inc 42.54 71,463.00 53.21 89,392.80 0.9 420.00 0.5
5,030  Penn Virginia Corp. 20.31 102,142.76 5.57 28,017.10 0.3 282.94 1.0
770  Seacor Holdings 57.30 44,121.30 80.21 61,761.70 0.6 0.00 0.0
1,560  Swift Energy Co 40.27 62,818.86 24.34 37,970.40 0.4 0.00 0.0
3,640  World Fuel Services Corp. 24.86 90,501.93 32.65 118,846.00 1.2 2,730.00 2.3
713,245.99 527,208.50 5.5 3,432.94 0.7
UTILITIES
3,165 Avista Corp. 13.83 43,782.72 23.85 75,485.25 0.8 522.22 0.7
3,100  New Jersey Res. Corp. 38.46 119,214.84 42.57 131,967.00 1.4 1,054.00 0.8
162,997.56 207,452.25 2.2 1,576.22 0.8
MATERIALS
3,000 Century Aluminum Company 16.98 50,943.00 8.94 26,820.00 0.3 0.00 0.0
2,105  Eagle Materials Inc. 21.87 46,037.05 16.65 35,048.25 0.4 21.05 0.1
3,510 H.B. Fuller Co. 22.42 78,699.12 18.22 63,952.20 0.7 245.70 0.4
7,050  Polyone Corp. 12.63 89,013.16 10.71 75,505.50 0.8 440.62 0.6
1,380  Schweitzer-Mauduit 58.09 80,164.20 55.87 77,100.60 0.8 828.00 1.1
2,400 Texas Industries Inc. 46.30 111,108.72 31.74 76,176.00 0.8 180.00 0.2
455,965.25 354,602.55 3.7 1,715.37 0.5
COMMON STOCK 10,337,482.21 9,480,236.95 99.6 39,570.43 0.4
CASH & EQUIVALENTS
Dividend Accrual 14,405.62 14,405.62 0.2 0.00 0.0
Investor MMF 22,333.30 22,333.30 0.2 692.33 3.1
MMF Interest Accrual 3.40 3.40 0.0 0.12 3.5
CASH & EQUIVALENTS 36,742.32 36,742.32 0.4 692.45 1.9
TOTAL PORTFOLIO 10,374,224.53 9,516,979.27 100.0 40,262.88 0.4
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MEDIA PERSPECTIVE

Spooked Investors Make a Run for Safety

By Tom Lauricella, Wall Street Journal

After a tumultuous third quarter, Dow Rewind | The road gets rocky as volatility returns

many investors remain hunkered in
the bunkers of the financial markets,
focused on a single goal: safety.

“The theory was to live to fight
another day,” says Mark Enman,
head of global trading at money
manager Man Investments.

Sparking the retreat has been a
volatile and painful period that has
traders checking their calendars to
see if somehow they have been
transported back in time to the
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quarter of 2009, when the index hit
its most recent nadir. The Standard
& Poor’s 500-stock index suffered an even bigger 14% decline.

In just three months, investors have
shifted from hoping for a second-half rebound from the spring’s “soft patch”
to worries that the world’s developed economies are headed into a double-
dip recession.

And a new complication has recently been added to the mix: weakness
in emerging-market economies. That's especially true of China, where
investors worry about the country’s banking system and indicators show the
economy may be slowing.

To a large degree, the fate of global financial markets is seen as in the
hands of government officials, particularly in Europe and the U.S, which
investors say makes the outcome even harder than usual to predict.

During the third quarter, markets were tossed to and fro on a daily—or
even hourly—basis by the latest news from Washington or European
capitals. In August and September, the Dow industrials rose or fell by more
than 1% on 29 days, and there were 15 days with final moves of more than
2%. The last time the markets saw that kind of volatility was in March and
April of 2009.

Source: WSJ Market Data Group

trader racked up as
much as $2 billion in
losses.

9000

The damage was much worse in Europe, where bank stocks staged
precipitous declines. The main French and German stock indexes both lost
more than 25% of their value, their biggest quarterly declines since 2002.
Asian stocks also took a pounding, suffering losses well into the double-
digits. In Hong Kong, the Hang Seng index lost about 21%.

Even gold, usually a destination in times of turmoil, suffered a
spectacular collapse in September after hitting a record high in August. In
just the span of a week, gold lost 12% of its value as ebbing economic
growth reduced worries about inflation and investors sold to meet
obligations elsewhere.

Amid the tumult, the primary destination for nervous investors was cash
and government bonds, especially in the U.S. and Germany, despite yields
below the rate of inflation.

The vyield on the U.S. Treasury ten-year note fell to 1.71%, the lowest
yield since at least the 1940s. With overall inflation in the U.S. running at
around a 3.6% clip, that means investors are effectively accepting a loss. It
was a similar story on German bunds, where yields also fell below 2%, and
in U.K. Gilts.




And in the case of U.S. Treasury bills, investors at times bought
securities that offered no yield. Essentially, investors were parking money
with the U.S. Treasury, expecting to get back the same amount in three
months.

All that matters is certainty, says Sara Zervos, head of the global debt
team at OppenheimerFunds. “You know that you will get paid back.”

Hedge funds, many of which had been getting into a defensive posture
during the spring, continued to hunker down.

“Many managers are willing to miss the first leg of a future rally in order
to preserve capital now,” says Phillip Vasan, head of the prime-brokerage
operation for hedge funds at Credit Suisse.

They raised cash levels and pared back on leverage. Those with long-
term investments they wished to defend added to hedges. Traders say many
holders of less actively traded bonds turned to the stock market to hedge,
where they used exchange traded funds to place bets that stocks would fall
as a way to try and offset losses in riskier fixed-income positions.

The caution extended to Wall Street firms, says Roger Freeman, an
analyst at Barclays Capital who follows brokerage firms. With the fate of the
markets to a large degree in the hands of the political process in the U.S.
and Europe, that “makes risk management very difficult,” he adds.

“People have very vivid memories of 2008,” Mr. Freeman says. “If you
are a risk manager, or a firm, you want to just get out [of a position] and
would rather miss a revenue opportunity than take a big loss.”

The retreat from riskier investments was broad, including high-yield
bonds and emerging-market bonds and currencies. U.S. stocks saw perhaps
the biggest exodus. During the quarter, U.S. mutual-fund investors withdrew
an estimated $71 billion from U.S. stock funds through Sept. 21, according
to the Investment Company Institute.

Ronald Myers, a financial adviser in Fort Lauderdale, Fla., took the stock
portion of client portfolios down by 15 to 20 percentage points. The money he
still has in stocks is focused on dividend payers.

Meanwhile, he has added to short-term bond funds and mutual funds that
have go-anywhere mandates. The volatility has driven him to the sidelines, he
says, especially for clients in or near retirement.

Fueling the tumult was political trench warfare that took the U.S. to the
brink of default and led to the loss of the country’s long-term triple-A credit
rating from Standard & Poor’s.

Investors grew increasingly worried about the viability of Europe’s largest
banks. And as if that weren't enough, U.S. and European economies hit “stall
speed,” raising fears among investors of a slide back into recession.

Still, some in the market argue that, with so many investors now girding
for a worst-case scenario, anything short of that could reverse the quarter’s
trends. While few see a quick fix for Europe’s woes, positive surprises could
come in the form of bigger-than-expected short-term fiscal stimulus and a
strong bipartisan agreement by the congressional budget panel charged with
reducing the U.S. budget deficits.

Another positive surprise for sentiment would be if the U.S. economy stays
out of recession—or if whatever downturn there is turns out to be shallow and
short.

“The expectations bar is on the floor right now,” says Liz Ann Sonders,
chief investment strategist at Charles Schwab & Co.

© Copyright 2011, The Wall Street Journal. All rights reserved.
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