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CIM INVESTMENT MANAGEMENT, INC.

Investment Building, 239 Fourth Ave., Suite 1302, Pittsburgh, PA 15222
June 30, 2011

Beaver County Retirement System
County Courthouse

810 Third Street

Beaver, Pennsylvania 15009

Dear Members of the Board,

Having endured another short term sell-off in stocks and corporate bonds we are now reassessing our strategy in light of new developments in Europe
and domestic politics. The good news is that fundamentals still support favoring assets such as stocks and corporate bonds at this time. Monetary policy
remains highly accommodative, interest rates are relatively low, emerging market economies are still growing robustly, consumers have significantly repaired
their balance sheets and the U.S. economy is slowly healing the wounds incurred during the recession of 2008-2009. In addition, corporate earnings growth is
still relatively strong and dividend increases and M&A activity are supportive of equity prices.

The bad news is that the potential for a great many economically negative developments still remain. The debt and solvency crisis in Greece have not
reached finality, the spillover from Greece could have negative implications for Portugal and Ireland and therefore for U.S. and European banks, housing prices
and sales are still languishing and job growth has been anemic. There is also the question of the debt ceiling. If the debt ceiling is not increased, or only
temporarily increased, markets could react very negatively. Other concerns include oil prices, monetary policy and municipal finances.

Although we now believe that we are much closer to an intermediate peak in risky assets (the stock market has been rallying for over two years now),
we are not willing to make substantial changes to our strategy until the fundamentals mentioned above begin to deteriorate in some significant way. In
particular, if there is a sustained downturn in economic indicators or if monetary policy is substantially tightened we would look to change our approach.

Yours very truly,

CIM INVESTMENT MANAGEMENT, INC.
&ré/)%z\

Andrew C. Fisher

President



MARKET RECAP

2nd Quarter Recap and Outlook — March 31, 2011 to June 30, 2011

Recap Outlook

Economic growth slowed during the first half of 201GDP growth As Yogi Berra once quipped “This is like deja all over again.” The
during the i quarter was 1.9% and‘dzquarter growth is estimated to besecond quarter of 2011 seemed like a replay of 28id our analysis
2.0%. The slowdown was precipitated by a sharp drogonsumer| suggests that the rest of this year could playsoutlarly to last year. The
spending and a still stagnant housing market. Irtiqoéar, consumer| Greek debt crisis and a mild economic slowdown oagain unnerved
confidence has been negatively affected by risihgrices, a stubbornly| investors worldwide and led to a sell-off in risagsets such as stocks and
high unemployment rate (9.1%) and headline rishtirmy to the debt| corporate bonds and just like last year we antieiparally in these securities
ceiling and the European debt crisis. Fears {ha over the remainder of this year.

a debt default in Greece could spread to o We anticipate that growth will pick up in the

Index Returns

. . arte One Yea .
Eurozone countries such as Ireland and Spain 3/335-6/30711 6/30/10-6/30;11 second half of the year and will average 3.0%.
dominated the financial news and drove stockgp soo 0.10% 30.69% Business spending on capital equipment is still
prices lower and bond prices higher during th&; v4c,0 400 ©0.73) 3938 robust and consumer spending is being buoyed
second quarter. by a better labor market. In addition, monetary
o . S&P SmallCap 600 (0.17) 37.03 . . o .
Key economic indicators confirm that we and fiscal policy is still highly accommodative
have hit a slow patch. For example, the®'s"20% (aL5) S and interest rates are relatively low. Also,
Institute of Supply Management Dow Jones Industrials 142 30.37 emerging market economies are still relatively
manufacturing index fell to 53.5 in May from NAsDAQ (0.03) 32.87 strong which should continue to underpin our
a high of 61.4 in _February and_ Ret_ail Sal_es; iMvscI EAFE 1.80 31.02 export growth.
May were negative for the first time since g, . ¢ agoregate 229 3.90 However, despite these positive developments
June 2010. In addition, labor markets turnedB —— 232 368 our optimism is tempered by several potentially
sluggish as evidenced by the rise in Initial-" o =" i i

negative scenarios. We are concerned that oil

Claims from 375K in February to an average of 4b3dte recently.

The S&P 500 Index eked out a gain of 0.10%nduthe quarter and
mid and small cap stocks sold off (-0.73% and @ 1vespectively) as
investors turned more risk averse. Internatiomplitees performed the
best in the second quarter, as the MSCI EAFE Imdaxned 1.80%, but
is still trailing domestic equities year to dateyclical sectors and
industries, which had previously led the rally,fetdd the most during the
sell-off although they did manage to recover soost ground by the end
of the quarter. Within the S&P 500, financials wéhne biggest loser (4
6.27%), followed by energy and technology. Healdrec consumer
staples and utilities outperformed as investorekidal to sectors and
industries that are perceived to be relatively \edatile.

Treasury bond yields fell during the quarter a flight-to-quality
mentality took hold. The yield curve steepenedhthgas yields fell
nearly 30 basis points on 10 year treasuries. 8preactors
underperformed treasuries during the quarter asstovs preferred the
relative safety of government bonds.

above $115 will sap consumer spending power antleadd to a more
pronounced slowdown. We are also concerned thatctineent game of
chicken with respect to the debt ceiling in the \&&uld lead to unintended
negative consequences such as a spike in yields.

At the end of the day, nevertheless, we expect fthmtamentals
will dictate the course of markets and as delircaigove we believe that
the fundamental backdrop is still constructiveffoancial assets in general
and for stocks and corporate bonds in particular. 8&P 500 target price
for the next 12-18 months remains at 1425-1450pafjh we expect that
the path higher will be extremely volatile. We dooe to remain
constructive on cyclical sectors and favor techggloindustrials and
energy.

With respect to fixed income, recent Fed pronouresdgm have
made it clear that short term rates are anchonethéoremainder of the year
and our analysis suggests that long rates arealylik climb significantly
in the short term. We still favor spread sectord aould use any further
spread widening to buy select corporate bonds.

Source: Bloomberg Financial Makets- CIM



U.S. Treasury Yield Curve

Second Quarter 2011
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Quarterly Annual
6/30/2010 3/31/2011 6/30/2011 Change Change
3 Month 0.18% 0.10% 0.02% (0.08%) (0.16%)
6 Month 0.23 0.18 0.10 (0.08) (0.13)
2 Year 0.61 0.83 0.46 (0.37) (0.15)
5 Year 1.78 2.28 1.76 (0.52) (0.02)
10 Year 2.94 3.47 3.16 (0.31) 0.22
30 Year 3.89 4.51 4.37 (0.14) 0.48

30 year|- - -7

Source: Bloomberg Financial Markets- CIM




PERFORMANCE SUMMARY

Beaver County Retirement System - Balanced Portfolio

As of June 30, 2011
Asset Allocation Portfolio Value on 3/31/11 ........... $86,027,306.84
Contributions...............cccccvevvveiniienncnnn. 2,882.61
Equities Fixed Income Withdrawals................ccccccvvvvvenunnnn. (1,000,000.00)
0,
65.1% 33.0% Realized Gains........ccoeeevvvvrireeerneneennn. 125,251.26
Unrealized Gains............ccccovevvueneennnn. (362,445.13)
Interest .......ccovvviiiiiiiii s 320,766.94
Dividends...........coceoviiiiiiii 274,163.23
Change in Accrued Interest................ (34,409.25)
Portfolio Value on 6/30/11 ........... $85,353,516.49
Cash & Equivalents
1.9%
Total Investment Gain
for Trailing 3 Months..................... $323,327.04
Beginning Balance Ending Balance Total Return
Second Quarter 2011 (3/31/11 to 6/30/11) 86,027,306.84 85,353,516.49 0.33%
Trailing 1 Year (6/30/10 to 6/30/11) 74,931,917.30 85,353,516.49 20.20%

7.09% annualized

Inception to Date (12/26/95 to 6/30/11) 29,622,745.00 85,353,516.49




PORTFOLIO STATISTICS

Beaver County Retirement System

Equity Industry Sector Diversification
As of June 30, 2011
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INFOTECH CONS STAPLES FINANCIALS HEALTHCARE CONSDISC TELECOM INDUSTRIALS ENERGY UTILITIES MATERIALS

W Beaver @ S&P 500

Top Ten Equity Holdings - % of Total Portfolio

percentage percentage
1. Exxon Mobil Corp 2.32 6. JP Morgan Chase 1.33
2. Apple Computer 2.15 7. Wells Fargo & Co 1.21
3. Int'l Business Machines 1.52 8. General Electric 1.20
4. Pfizer Inc. 1.38 9. Procter & Gamble 1.12
5. ChevronTexaco Corp 1.38 10. Johnson & Johnson 1.04

Source: Standard & Poors and CIM



PORTFOLIO STATISTICS

Beaver County Retirement System

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

BEAVER BCGC
Coupon 4.18% 3.81%
Yield to Maturity 2.54% 2.44%
Effective Duration 4.40 years 5.54 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 134.82 737,476.86 335.67 1,836,114.90 2.2 0.00 0.0
5,350 Broadcom Corp. 46.63 249,448.57 33.64 179,974.00 0.2 1,926.00 1.1
28,935 Cisco Systems, Inc. 21.15 611,936.04 15.61 451,675.35 0.5 0.00 0.0
4,430 Cognizant Tech Solutions 70.57 312,613.58 73.34 324,896.20 0.4 0.00 0.0
16,415 Corning Inc. 17.83 292,625.00 18.15 297,932.25 0.3 820.75 0.3
15,040 EMC Corp. 15.90 239,072.83 27.55 414,352.00 0.5 0.00 0.0
9,175 Ebay, Inc. 29.67 272,222.25 32.27 296,077.25 0.3 0.00 0.0
1,460 Google Inc CI-B 425.02 620,529.64 506.38 739,314.80 0.9 0.00 0.0
7,550 Int'l Bus Machines 82.20 620,646.44 171.55 1,295,202.50 1.5 3,775.00 0.3
34,535  Intel Corporation 15.34 529,796.39 22.16 765,295.60 0.9 4,834.90 0.6
7,630  Juniper Networks 37.66 287,339.69 31.50 240,345.00 0.3 0.00 0.0
24,720  MEMC Electric Materials Inc. 8.73 215,694.36 8.53 210,861.60 0.2 0.00 0.0
32,070 Microsoft Corporation 25.71 824,536.55 26.00 833,820.00 1.0 3,527.70 0.4
5,620  Network App. Inc. 53.74 302,007.00 52.78 296,623.60 0.3 0.00 0.0
23,075  Oracle Systems Corp. 16.44 379,453.57 3291 759,398.25 0.9 0.00 0.0
9,955 Qualcomm Inc. 37.14 369,744.75 56.79 565,344.45 0.7 1,592.80 0.3
13,335 Texas Instruments 22.41 298,835.16 32.83 437,788.05 0.5 1,333.50 0.3
7,163,978.68 9,945,015.80 11.7 17,810.65 0.2
CONSUMER STAPLES
11,530 Altria Group Inc. 24.45 281,951.17 26.41 304,507.30 0.4 3,343.70 1.1
12,540 Coca Cola Co. 51.58 646,851.43 67.29 843,816.60 1.0 4,765.20 0.6
11,001 Kraft Foods Inc. 26.77 294,492.57 35.23 387,565.23 0.5 2,970.27 0.8
9,330 Pepsico Inc. 50.98 475,657.34 70.43 657,111.90 0.8 3,965.25 0.6
11,245 Philip Morris Intl. 33.87 380,881.21 66.77 750,828.65 0.9 0.00 0.0
15,080 Procter & Gamble 59.33 894,669.35 63.57 958,635.60 1.1 6,032.00 0.6
8,750 Walgreen Co. 38.84 339,854.38 42.46 371,525.00 0.4 2,712.50 0.7
3,314,357.44 4,273,990.28 5.0 23,788.92 0.6
FINANCIALS
7,650  American Express Co. 17.25 131,952.25 51.70 395,505.00 0.5 1,377.00 0.3
72,608 Bank of America Corp. 13.98 1,015,364.93 10.96 795,783.68 0.9 46,469.12 5.8
6,915 Berkshire Hathaway 82.44 570,088.16 77.39 535,151.85 0.6 0.00 0.0
5,180 Capital One Financial 54.58 282,743.05 51.67 267,650.60 0.3 0.00 0.0
17,830 Charles Schwab Corp. 17.01 303,209.85 16.45 293,303.50 0.3 2,139.60 0.7
13,169 Citigroup - New 69.73 918,262.84 41.64 548,357.16 0.6 4,214.08 0.8
3,635 Goldman Sachs Grp. 106.69 387,829.02 133.09 483,782.15 0.6 1,272.25 0.3
12,070 Invesco LTD 23.73 286,423.51 23.40 282,438.00 0.3 1,327.70 0.5
27,740 JP Morgan Chase 36.05 999,958.34 40.94 1,135,675.60 1.3 10,541.20 0.9
6,600 Loews Corp 36.93 243,745.07 42.09 277,794.00 0.3 4,125.00 1.5
12,550 Metlife Inc. 39.90 500,728.99 43.87 550,568.50 0.6 2,635.50 0.5
11,010 Morgan Stanley 33.67 370,677.15 23.01 253,340.10 0.3 2,972.70 1.2
4,080 PNC Bank Corp. 53.24 217,239.60 59.61 243,208.80 0.3 8,976.00 3.7
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
4,459  Simon Property Grp. 50.57 225,511.32 116.23 518,269.57 0.6 2,452.45 0.5
12,745  U.S. Bancorp 22.58 287,831.54 25.51 325,124.95 0.4 9,558.75 2.9
3,335  Visa Inc. 75.05 250,295.76 84.26 281,007.10 0.3 0.00 0.0
36,940  Wells Fargo & Co. 30.96 1,143,654.44 28.06 1,036,536.40 1.2 41,372.80 4.0
8,135,515.82 8,223,496.96 9.6  139,434.15 1.7
HEALTH CARE
9,730  Abbott Laboratories 52.90 514,728.03 52.62 511,992.60 0.6 3,502.80 0.7
9,160  Agilent Tech Inc. 51.76 474,125.26 51.11 468,167.60 0.5 0.00 0.0
5,540 Amgen Inc. 51.34 284,427.22 58.35 323,259.00 0.4 0.00 0.0
1,720 Biogen Idec Inc. 100.33 172,567.77 106.92 183,902.40 0.2 0.00 0.0
6,540  Celgene Corp 52.22 341,524.03 60.32 394,492.80 0.5 0.00 0.0
4,385  Gilead Sciences Inc. 41.57 182,273.05 41.41 181,582.85 0.2 0.00 0.0
13,305  Johnson & Johnson 6327  841,869.99 66.52  885,048.60 1.0 6,120.30 0.7
18,155  Merck & Co. Inc. 39.32 713,896.96 35.29 640,689.97 0.8 6,898.90 1.1
57,250 Pfizer Inc. 20.10 1,150,664.07 20.60 1,179,350.00 1.4 18,320.00 1.6
7,270  UnitedHealth Group 33.77 245,476.64 51.58 374,986.60 0.4 218.10 0.1
3,920 Waters Corp 99.88 391,542.54 95.74 375,300.80 0.4 0.00 0.0
4,300  WellPoint Health 61.29 263,535.39 78.77 338,711.00 0.4 0.00 0.0
6,550  Zimmer Holdings Inc. 67.02 438,985.59 63.20 413,960.00 0.5 0.00 0.0
6,015,616.55 6,271,444.22 7.3 35,060.10 0.6
CONSUMER DISCRETIONARY
2,050 Amazon.Com Inc 173.20 355,057.34 204.49 419,204.50 0.5 0.00 0.0
14,757  Comcast Corp.-Cl A 16.52 243,803.85 25.34 373,942.38 0.4 922.31 0.2
7,575  DirectTV-Class A 41.80 316,616.82 50.82 384,961.50 0.5 0.00 0.0
9,670  Disney Walt Co. 34.93 337,755.69 39.04 377,516.80 0.4 3,384.50 0.9
24,980 Ford Motor Co. 11.64 290,669.78 13.79 344,474.20 0.4 0.00 0.0
5,790  Harman Industries 37.31 216,024.90 45.57 263,850.30 0.3 144.75 0.1
14,225  Home Depot Inc. 26.78 380,899.34 36.22 515,229.50 0.6 3,200.62 0.6
9,655  Johnson Controls 22.36 215,893.93 41.66 402,227.30 0.5 3,475.80 0.9
7,075  McDonalds Corp. 66.91 473,409.38 84.32 596,564.00 0.7 2,653.12 0.4
3,895 Nike, Inc. - Class B 64.97 253,039.84 89.98 350,472.10 0.4 1,869.60 0.5
7,970  Omnicom Group 36.46 290,562.29 48.16 383,835.20 0.4 6,376.00 1.7
2,270  Polo Ralph Lauren Corp. 118.74 269,549.79 132.61 301,024.70 0.4 227.00 0.1
5,535  Stanley Black & Decker Inc 60.44 334,521.01 72.05 398,796.75 0.5 1,826.55 0.5
6,915  TJX Companies, Inc. 39.67 274,342.25 52.53 363,244.95 0.4 1,936.20 0.5
7,655  Target Corp. 47.68 364,968.20 46.91 359,096.05 0.4 1,224.80 0.3
7,523  Time Warner Inc. 29.60 222,648.93 36.37 273,611.51 0.3 1,410.56 0.5
11,975  Wal-Mart Stores 50.43 603,864.84 53.14 636,351.50 0.7 2,844.06 0.4
5,443,628.18 6,744,403.24 7.9 31,495.89 0.5
TELECOMMUNICATION SERVICES
24,235 AT&T 26.80 649,453.91 31.41 761,221.35 0.9 9,694.00 1.3
19,665  Verizon Comm. 27.58 542,308.17 37.23 732,127.95 0.9 8,455.95 1.2
1,191,762.09 1,493,349.30 1.7 18,149.95 1.2
INDUSTRIALS
3,055 3MCo. 56.54 172,723.28 94.85 289,766.75 0.3 1,527.50 0.5
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value Assets Income Yield
6,265 Boeing Co. 49.33 309,062.43 73.93 463,171.45 0.5 2,506.00 0.5
2,575 Caterpillar Inc. 64.55 166,222.67 106.46 274,134.50 0.3 1,081.50 0.4
4,700 Cummins Inc. 93.48 439,371.98 103.49 486,403.00 0.6 822.50 0.2
9,120 Danaher Corp. 38.70 352,932.72 52.99 483,268.80 0.6 273.60 0.1
5,400 Deere & Company 88.05 475,447.32 82.45 445,230.00 0.5 1,512.00 0.3
6,445  Dover Corporation 52.85 340,619.54 67.80 436,971.00 0.5 1,289.00 0.3
5,080 Emerson Electric 59.30 301,227.24 56.25 285,750.00 0.3 7,772.40 2.7
3,370 Fedex Corp. 78.72 265,296.85 94.85 319,644.50 0.4 1,213.20 0.4
4,130 Fluor Corporation 62.90 259,769.98 64.66 267,045.80 0.3 2,643.20 1.0
54,445  General Electric Co. 2232 1,215,469.26 18.86  1,026,832.70 1.2 16,877.95 1.6
5,705 Honeywell Intl., Inc. 34.99 199,620.14 59.59 339,960.95 0.4 1,568.87 0.5
6,150 Illinois Tool Works 47.80 293,949.71 56.49 347,413.50 0.4 5,166.00 1.5
5,720 Tyco Int'l Limited 37.67 215,484.98 49.43 282,739.60 0.3 858.00 0.3
4,455  Union Pacific Corp. 50.31 224,112.42 104.40 465,102.00 0.5 3,564.00 0.8
7,190 United Parcel Svc-Cl B 56.24 404,332.53 72.93 524,366.70 0.6 3,235.50 0.6
8,325 United Tech Corp. 50.87 423,505.33 88.51 736,845.75 0.9 2,664.00 0.4
6,059,148.36 7,474,647.00 8.8 54,575.22 0.7
ENERGY
11,040 Alpha Natural Resources Inc. 40.78 450,205.68 45.44 501,657.60 0.6 0.00 0.0
3,075 Apache Corp. 101.27 311,415.28 123.39 379,424.25 0.4 461.25 0.1
4,790  Baker Hughes 71.93 344,555.72 72.56 347,562.40 0.4 2,203.40 0.6
11,435 ChevronTexaco Corp. 57.96 662,761.20 102.84 1,175,975.40 1.4 7,432.75 0.6
9,465 ConocoPhillips 44,53 421,435.27 75.19 711,673.35 0.8 4,448.55 0.6
2,910 Devon Energy Corp. 77.21 224,691.01 78.81 229,337.10 0.3 465.60 0.2
4,800 Diamond Offshore Drilling 70.93 340,460.64 70.41 337,968.00 0.4 600.00 0.2
24,304 Exxon Mobil Corp. 61.06 1,484,039.29 81.38 1,977,859.52 2.3 9,721.60 0.5
9,925 Halliburton Company 21.96 217,949.88 51.00 506,175.00 0.6 2,977.50 0.6
5,405 National Oilwell Varco 24.76 133,804.50 78.21 422,725.05 0.5 0.00 0.0
2,840 Noble Energy Inc 94.95 269,644.08 89.63 254,549.20 0.3 511.20 0.2
6,880  Peabody Energy Corp 62.81 432,138.30 58.91 405,300.80 0.5 412.80 0.1
7,805 Schlumberger LTD 48.39 377,722.31 86.40 674,352.00 0.8 1,639.05 0.2
5,670,823.17 7,924,559.67 9.3 30,873.70 0.4
UTILITIES
7,985 American Elect. Power 36.30 289,851.51 37.68 300,874.80 0.4 19,164.00 6.4
19,215  Duke Energy Corp. 15.58 299,339.11 18.83 361,818.45 0.4 24,595.20 6.8
8,285  Exelon Corp. 51.09 423,317.63 42.84 354,929.40 0.4 3,811.10 1.1
8,055  Southern Co. 38.18 307,539.10 40.38 325,260.90 0.4 12,485.25 3.8
1,320,047.35 1,342,883.55 1.6 60,055.55 45
MATERIALS
14,820 ALCOA 17.88 264,943.07 15.86 235,045.20 0.3 8,892.00 3.8
8,440 Dow Chemical Co. 27.21 229,651.88 36.00 303,840.00 0.4 11,309.60 3.7
4,535 Du Pont (E.L.) 24.33 110,343.42 54.05 245,116.75 0.3 1,859.35 0.8
7,650  Freeport MC Co. - CI B 55.59 425,290.28 52.90 404,685.00 0.5 3,346.87 0.8
3,470 Newmont Mining Corp. 63.51 220,388.03 53.97 187,275.90 0.2 416.40 0.2
1,250,616.68 1,375,962.85 1.6 25,824.22 1.9
COMMON STOCK 45,565,494.32 55,069,752.87 64.5  437,068.36 0.8
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
EXCHANGE TRADED FUNDS
3,800 IShares S&P 500 Index 132.22 502,431.82 132.42 503,196.00 0.6 9,405.91 1.9
EXCHANGE TRADED FUNDS 502,431.82 503,196.00 0.6 9,405.91 1.9
U.S. TREASURY NOTES/BONDS
1,000,000 U.S. Treasury Note 99.94 999,414.50 100.59 1,005,860.00 1.2 7,500.00 0.7
0.750% Due 03-31-13
4,950,000 U.S. Treasurty Note 100.80  4,989,445.31 100.66  4,982,868.00 5.8 49,500.00 1.0
1.000% Due 05-15-14
500,000 U.S. Treasury Note 97.12 485,605.25 99.51 497,539.00 0.6 6,875.00 1.4
1.375% Due 11-30-15
1,000,000 U.S. Treasury Note 97.91 979,062.50 98.00 980,000.00 1.1 18,750.00 1.9
1.875% Due 08-31-17
Accrued Interest 14,697.30 0.0
U.S. TREASURY NOTES/BONDS 7,453,527.56 7,480,964.30 8.8 82,625.00 1.1
GOVERNMENT AGENCIES
150,000 Fed Home Loan Mtg 101.22 151,828.50 108.12 162,183.75 0.2 6,750.00 4.2
4.500% Due 07-15-13
270,000  Fed Natl Mtg Assoc 101.25 273,375.00 109.05 294,436.35 0.3 12,487.50 4.2
4.625% Due 10-15-13
360,000 Fed Natl Mtg Assoc 101.97 367,088.40 113.96 410,260.68 0.5 18,000.00 4.4
5.000% Due 03-15-16
300,000 Fed Natl Mtg Assoc 115.35 346,045.50 121.41 364,229.70 0.4 18,750.00 5.1
6.250% Due 05-15-29
Accrued Interest 13,289.06 0.0
GOVERNMENT AGENCIES 1,138,337.40 1,244,399.54 1.5 55,987.50 4.5
MORTGAGE BACKED SECURITIES
FNMA/FHLMC
82,237  FGCI #E97963 101.78 83,701.54 108.06 88,867.45 0.1 4,111.83 4.6
5.000% Due 07-01-18
127,342 FGCI #G18008 100.31 127,740.37 106.85 136,064.11 0.2 5,730.41 4.2
4.500% Due 09-01-19
104,937  FNCI #831192 98.79 103,662.77 108.16 113,496.38 0.1 5,246.83 4.6
5.000% Due 11-01-20
181,412  FGCI #G11900 98.91 179,427.96 108.46 196,759.63 0.2 9,977.67 5.1
5.500% Due 02-01-21
312,668  FGCI #G12335 98.59 308,271.39 108.06 337,878.73 0.4 15,633.41 4.6
5.000% Due 05-01-21
137,651 FNCL #886599 99.52 136,983.88 108.54 149,407.37 0.2 7,570.78 5.1
5.500% Due 08-01-21
75,506  FGCI #G18175 100.37 75,788.59 108.15 81,658.45 0.1 4,152.84 5.1
5.500% Due 04-01-22
59,339  FGCI #G12777 98.83 58,642.05 107.45 63,762.16 0.1 2,966.95 4.7

5.000% Due 08-01-22

Page 4


frichards
Text Box
Page 4


Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
91,855  FNCI #949663 100.41 92,227.08 108.46 99,623.23 0.1 5,052.03 5.1
5.500% Due 08-01-22
154,384 FNCL #799556 99.64 153,829.24 106.83 164,926.95 0.2 7,719.20 4.7
5.000% Due 11-01-34
417,904  FNCL# 832869 96.80 404,518.11 106.77 446,179.49 0.5 20,895.20 4.7
5.000% Due 09-01-35
92,986 FNCL #805625 98.47 91,561.82 108.74 101,110.75 0.1 5,114.21 5.1
5.500% Due 12-01-35
138,495  FNCL #852028 99.16 137,326.90 110.37 152,851.90 0.2 8,309.73 5.4
6.000% Due 01-01-36
315,057  FNCL #868450 99.22 312,595.91 108.44 341,651.29 0.4 17,328.15 5.1
5.500% Due 04-01-36
403,514  FNCL #938289 98.68 398,187.83 108.33 437,135.00 0.5 22,193.28 5.1
5.500% Due 07-01-37
125,310 FGLMC #G03216 96.12 120,445.89 106.37 133,297.71 0.2 6,265.52 4.7
5.000% Due 09-01-37
171,070  FNCL #899719 96.12 164,428.77 106.45 182,110.54 0.2 8,553.48 4.7
5.000% Due 09-01-37
535,174  FNCL #256925 100.77 539,273.31 110.02 588,808.94 0.7 32,110.43 5.5
6.000% Due 10-01-37
Accrued Interest 15,219.52 0.0
3,488,613.44 3,830,809.59 45  188,931.98 5.0
GNMA
100,529  GNJO #605142 100.75 101,282.98 107.77 108,339.11 0.1 4,523.81 4.2
4.500% Due 03-15-19
111,832  GNSF #594139 100.09 111,936.60 109.05 121,954.77 0.1 5,591.59 4.6
5.000% Due 10-15-33
81,734  GNSF #671531 100.25 81,938.30 110.19 90,061.02 0.1 4,495.37 5.0
5.500% Due 09-15-37
Accrued Interest 1,176.98 0.0
295,157.88 321,531.87 0.4 14,610.76 4.6
MORTGAGE BACKED 3,783,771.32 4,152,341.46 4.9 203,542.74 4.9
SECURITIES
COMMERCIAL MORTGAGE BACKED SECURITIES
500,000  Merrill Lynch Mtg Tr 96.99 484,941.41 94.82 474,080.00 0.6 27,497.19 5.8
5.499% Due 01-12-44
Accrued Interest 1,374.86 0.0
COMMERCIAL MORTGAGE 484,941.41 475,454.86 0.6 27,497.19 5.8
BACKED SECURITIES
CORPORATE BONDS
UTILITY BONDS
142,000  Duke Energy Corp. 101.07 143,515.10 112.83 160,216.19 0.2 7,526.00 4.7
5.300% Due 10-01-15
300,000  Natl Rural Utilities 119.23 357,705.00 116.12 348,366.90 0.4 21,600.00 6.2

7.200% Due 10-01-15
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140,000 Carolina Power & Light 100.44 140,616.00 112.81 157,928.40 0.2 7,350.00 4.7
5.250% Due 12-15-15
110,000 SBC Comm Inc. 101.37 111,508.10 113.36 124,696.88 0.1 6,187.50 5.0
5.625% Due 06-15-16
500,000 South Carolina E&G 105.04 525,222.50 99.75 498,747.50 0.6 26,500.00 5.3
5.300% Due 05-15-33
500,000  Comcast Corp. 101.42 507,095.00  106.96 534,777.50 0.6 32,250.00 6.0
6.450% Due 03-15-37
Accrued Interest 20,483.41 0.0
1,785,661.70 1,845,216.77 2.2 101,413.50 5.6
FINANCIAL BONDS
500,000 HSBC Finance 115.58 577,912.50 106.98 534,911.00 0.6 31,875.00 6.0
6.375% Due 11-15-12
500,000 Morgan Stanley 100.18 500,910.00 101.19 505,961.00 0.6 14,375.00 2.8
2.875% Due 01-24-14
1,000,000 Principal Life Inc. FDG 96.71 967,130.00 108.87 1,088,694.00 1.3 51,000.00 4.7
5.100% Due 04-15-14
700,000  JP Morgan 98.58 690,032.00  110.45 773,129.70 0.9 39,900.00 5.2
5.700% Due 11-15-14
1,000,000  US Bancorp 100.38  1,003,780.00 104.43  1,044,289.00 1.2 31,500.00 3.0
3.150% Due 03-04-15
110,000 Gen. Elec. Cap. Corp. 101.59 111,750.10 109.36 120,291.93 0.1 5,940.00 4.9
5.400% Due 02-15-17
500,000 Hartford Financial 97.04 485,225.00 105.28 526,410.50 0.6 26,875.00 5.1
5.375% Due 03-15-17
500,000  Lehman Bros. Holdings 98.70 493,480.00 0.05 250.00 0.0 32,500.00 13,000.0
6.500% Due 07-19-17
900,000 Bank of America Corp. 110.12 991,097.00 115.84 1,042,552.80 1.2 68,625.00 6.6
7.625% Due 06-01-19
800,000 American Intl. Gp. 99.88 799,032.00 107.64 861,108.00 1.0 51,200.00 5.9
6.400% Due 12-15-20
Accrued Interest 67,135.83 0.1
6,620,348.60 6,564,733.76 7.7 353,790.00 5.4
INDUSTRIAL BONDS
500,000 Deere & Company 107.33 536,670.00 115.92 579,607.00 0.7 34,750.00 6.0
6.950% Due 04-25-14
500,000 Discovery Communications 100.23 501,132.50 105.22 526,096.00 0.6 18,500.00 3.5
3.700% Due 06-01-15
645,000 Cisco Systems 98.29 633,966.00 113.70 733,368.87 0.9 35,475.00 4.8
5.500% Due 02-22-16
134,000 Abbott Labs 104.44 139,944.20 116.45 156,044.21 0.2 7,872.50 5.0
5.875% Due 05-15-16
500,000 Anheuser Busch 100.18 500,918.63 111.11 555,543.50 0.7 25,250.00 4.5
5.050% Due 10-15-16
300,000 Costco Companies 101.60 304,794.00 116.17 348,500.10 0.4 16,500.00 4.7

5.500% Due 03-15-17
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450,000 Coca-Cola Enterprises 118.68 534,051.00 124.19 558,845.55 0.7 32,062.50 5.7
7.125% Due 08-01-17

500,000 Adobe Systems Inc. 99.64 498,225.00 103.13 515,644.50 0.6 23,750.00 4.6
4.750% Due 02-01-20

500,000 Johnson Controls Inc. 100.13 500,675.00 106.26 531,289.50 0.6 25,000.00 4.7
5.000% Due 03-30-20

150,000  Amgen Inc 101.01 151,509.00 95.35 143,026.80 0.2 5,175.00 3.6
3.450% Due 10-01-20

250,000 Wal-Mart Stores 100.47 251,182.50 102.10 255,247.50 0.3 10,625.00 4.2
4.250% Due 04-15-21

500,000  IBM Corp. 112.65 563,240.00  124.50 622,509.00 0.7 35,000.00 5.6
7.000% Due 10-30-25

323,000 Procter & Gamble 100.28 323,901.20 106.90 345,288.61 0.4 17,926.50 5.2
5.550% Due 03-05-37

500,000  Home Depot Inc. 99.67 498,375.00 95.35 476,762.00 0.6 27,000.00 5.7
5.400% Due 09-15-40

Accrued Interest 83,624.30 0.1
5,938,584.03 6,431,397.44 7.5  314,886.50 5.0
CORPORATE BONDS 14,344,594.33 14,841,347.98 17.4 770,090.00 5.2
CASH & EQUIVALENTS

Dividend Accrual 82,078.28 82,078.28 0.1 0.00 0.0

Inventor MMF 1,503,851.81 1,503,851.81 1.8 46,619.41 3.1

MMF Interest Accrual 129.39 129.39 0.0 4.53 3.5

CASH & EQUIVALENTS 1,586,059.48 1,586,059.48 1.9 46,623.93 2.9

TOTAL PORTFOLIO 74,859,157.63 85,353,516.49 100.0 1,632,840.64 1.9
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PERFORMANCE SUMMARY

Beaver County Retirement System - Small Cap

As of June 30, 2011
Asset Allocation Portfolio Value on 3/31/11 ........... $11,764,129.26
CONSUMER Contributions...............cccccvevvveiniienncnnn. 1,167.62
HEALTH CARE DISCRETIONARY
13.8% 13.4% Withdrawals ................ccccvvvevivvvinisinirisansnnan, 0.00
CNANGIALS INDUSTRIALS
19.5% 18.2% Realized GaiNs ..........covvrurerererererererenn, 66,058.88
Unrealized Gains............cccovevvvnieennnnnns (102,052.26)
Interest .......coviviiiiii 55.11
Dividends...........ccoouiiiiiiii 31,533.25
ENERGY Change in Accrued Interest................ccuuveeee. 0.00
CONSUMER 6.9% ]
STAPLES NFORMATION UTILITIES Portfolio Value on 6/30/11 ........... $11,760,891.86
3.4% Khviailiay CASH MATER;IALS 3.2%
17.8% 10%  28%
Total Investment Gain
for Trailing 3 Months...................... $(4,405.02)
Beginning Balance Ending Balance Total Return
Second Quarter 2011 (3/31/11 to 6/30/11) 11,764,129.26 11,760,891.86 (0.04%)
Year to Date (12/31/10 to 6/30/11) 11,818,331.28 11,760,891.86 8.15%

Trailing 1 Year (6/30/10 to 6/30/11) 10,934,805.04 11,760,891.86 38.65%




PORTFOLIO STATISTICS

Beaver County Retirement System

Equity Industry Sector Diversification
As of June 30, 2011
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INFOTECH CONS STAPLES FINANCIALS HEALTHCARE CONSDISC INDUSTRIALS ENERGY UTILITIES MATERIALS

Hl Beaver @l S&P 600

Top Ten Equity Holdings - % of Total Portfolio

percentage percentage
1. Holly Corp 1.59 6. Tanger Factory Outlet 1.28
2. Littlefuse Inc 1.38 7. Biomed Realty Trust 1.24
3. Hain Celestial Group 1.35 8. Anixter Int’l 1.24
4. Taleo Corp 1.29 9. Lufkin Industries 1.23
5. El Paso Electric 1.29 10. Robbins & Myers 1.20

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 11.61 52,361.10 0.4 0.00 0.0
1,290  Blue Coat Systems 32.54 41,976.60 21.86 28,199.40 0.2 0.00 0.0
6,800  Brightpoint Inc. 9.41 64,011.80 8.11 55,148.00 0.5 0.00 0.0
8,380  CTS Corp. 9.14 76,581.47 9.67 81,034.60 0.7 251.40 0.3
11,000 Ciber Inc. 5.80 63,759.30 5.55 61,050.00 0.5 0.00 0.0
3,800 Comtech Telecommunications 28.85 109,631.14 28.04 106,552.00 0.9 0.00 0.0
2,050 Cymer Inc. 49.37 101,203.17 49.51 101,495.50 0.9 0.00 0.0
6,600  Daktronics Inc. 11.87 78,349.92 10.79 71,214.00 0.6 330.00 0.5
5,500 Igate Corp. 14.93 82,107.30 16.32 89,760.00 0.8 0.00 0.0
2,740 ]2 Global Communications 29.26 80,176.51 28.23 77,350.20 0.7 0.00 0.0
3,750  IDA Software Grp. 27.85 104,441.48 30.89 115,837.50 1.0 0.00 0.0
2,790 Littelfuse Inc 31.04 86,588.12 58.72 163,828.80 1.4 0.00 0.0
3,325  MKS Instruments Inc. 18.91 62,875.09 26.42 87,846.50 0.7 0.00 0.0
6,500  Methode Elec Inc. 13.12 85,263.75 11.61 75,465.00 0.6 455.00 0.6
2,720  Microsemi Corp. 13.83 37,618.42 20.50 55,760.00 0.5 0.00 0.0
1,500  Netgear Inc 34.18 51,263.10 43.72 65,580.00 0.6 0.00 0.0
1,200  OSI Systems Inc. 40.26 48,309.12 43.00 51,600.00 0.4 0.00 0.0
7,000  Pericom Semiconductor 10.22 71,573.18 8.94 62,580.00 0.5 0.00 0.0
1,590  Plexus Corp 26.77 42,562.89 34.81 55,347.90 0.5 0.00 0.0
0  Progress Software 11.36 5.68 24.13 12.06 0.0 0.00 0.0
2,300  Rightnow Tech Inc. 36.46 83,863.98 32.40 74,520.00 0.6 0.00 0.0
4,060 Standard Microsystems 22.56 91,610.97 26.99 109,579.40 0.9 0.00 0.0
4,100 Taleo Corp-Class A 28.49 116,799.16 37.03 151,823.00 1.3 0.00 0.0
7,300  Triquint Semiconductor Corp 13.56 99,004.32 10.19 74,387.00 0.6 0.00 0.0
2,100  Veeco Inst. Inc. 47.62 99,996.33 48.41 101,661.00 0.9 0.00 0.0
1,100  Viasat Inc. 43.63 47,988.93 43.27 47,597.00 0.4 0.00 0.0
2,715  Websense Inc 11.04 29,978.90 25.97 70,508.55 0.6 0.00 0.0
1,891,337.34 2,088,098.51 17.8 1,036.40 0.0
CONSUMER STAPLES
1,600  Diamond Foods Inc 70.76 113,216.32 76.34 122,144.00 1.0 72.00 0.1
4,755  Hain Celestial Group Inc. 19.39 92,207.98 33.36 158,626.80 1.3 0.00 0.0
1,140  J&J Snack Foods 33.36 38,032.30 49.85 56,829.00 0.5 105.45 0.2
1,450  United Natural Foods Inc. 35.70 51,765.58 42.67 61,871.50 0.5 0.00 0.0
295,222.18 399,471.30 3.4 177.45 0.0
FINANCIALS
153  Acadia Realty Trust 12.58 1,925.00 20.33 3,111.28 0.0 32.14 1.0
7,565 Biomed Realty Trust Inc. 13.92 105,274.06 19.24 145,550.60 1.2 2,534.27 1.7
8,750  Boston Private Fin. 6.50 56,848.75 6.58 57,575.00 0.5 525.00 0.9
1,740  Community Bank Syst. 24.23 42,158.29 24.79 43,134.60 0.4 1,392.00 3.2
3,350  Delphi Fin Gp-A 23.58 78,985.63 29.21 97,853.50 0.8 335.00 0.3
1,900 EZCorp. 27.83 52,885.93 35.57 67,592.50 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 42.51 95,434.95 0.8 0.00 0.0
1,420  Entertainment Properties 40.43 57,412.30 46.70 66,314.00 0.6 923.00 1.4
2,080 Home Properties Inc. 30.92 64,322.30 60.88 126,630.40 1.1 1,393.60 1.1
2,650  Independent Bank Corp. 26.90 71,291.89 26.25 69,562.50 0.6 477.00 0.7
2,765  Kilroy Realty 21.16 58,498.74 39.49 109,189.85 0.9 1,603.70 1.5
4,750  Lasalle Hotel Prop. 23.72 112,670.95 26.34 125,115.00 1.1 522.50 0.4
5,440  Medical Properties Trust Inc 9.41 51,189.86 11.50 62,560.00 0.5 1,088.00 1.7
1,000  Mid-America Apartment 67.90 67,900.00 67.47 67,470.00 0.6 627.50 0.9
Comm.
3,480 N B T Bancorp Inc. 22.40 77,955.51 22.13 77,012.40 0.7 69.60 0.1
5,565 National Retail Properties 16.96 94,357.55 24.51 136,398.15 1.2 2,086.87 1.5
8,785  Old National Bancorp 12.31 108,145.55 10.80 94,878.00 0.8 0.00 0.0
1,970  Proassurance Corp 44.48 87,633.14 70.00 137,900.00 1.2 0.00 0.0
1,300  Signature Bank 38.75 50,368.76 57.20 74,360.00 0.6 0.00 0.0
2,765  Sovran Self Storage 23.75 65,674.64 41.00 113,365.00 1.0 1,741.95 1.5
2,062  Stifel Financial Corp 32.05 66,096.58 35.86 73,943.32 0.6 0.00 0.0
6,905  Susquehanna Bancsh 10.25 70,794.85 8.00 55,240.00 0.5 1,795.30 3.2
5,640  Tanger Factory Outlet Center 14.95 84,290.32 26.77 150,982.80 1.3 2,143.20 1.4
3,900 Tower Grp Inc. 26.60 103,752.87 23.82 92,898.00 0.8 487.50 0.5
12,025  Trustco Bank Corp. NY 6.64 79,865.76 4.90 58,922.50 0.5 1,803.75 3.1
2,490  UMB Financial Corp. 43.43 108,137.11 41.88 104,281.20 0.9 410.85 0.4
1,881,620.38 2,307,275.55 19.6 21,992.74 1.0
HEALTH CARE

1,680  Amedisys Inc 56.97 95,711.28 26.63 44,738.40 0.4 0.00 0.0
1,680  Amerigroup Corp 36.00 60,482.52 70.47 118,389.60 1.0 0.00 0.0
3,430  Amsurg Corp. 26.72 91,661.61 26.13 89,625.90 0.8 0.00 0.0
2,930  Bio-Reference Labs Inc 23.34 68,376.24 20.90 61,237.00 0.5 0.00 0.0
1,200  Cubist Pharmaceuticals Inc. 35.04 42,048.00 35.99 43,188.00 0.4 0.00 0.0
1,250  HMS Holdings Corp 82.64 103,297.00 76.87 96,087.50 0.8 0.00 0.0
2,200  Healthspring Inc. 36.06 79,330.90 46.11 101,442.00 0.9 0.00 0.0
1,450  ICU Medical Inc. 44.62 64,696.68 43.70 63,365.00 0.5 0.00 0.0
1,800 Integra Lifesciences 22.20 39,958.86 47.81 86,058.00 0.7 0.00 0.0
2,910  Neogen Corp 39.99 116,384.00 45.21 131,561.10 1.1 0.00 0.0
5,575  Omnicell Inc. 15.21 84,792.96 15.59 86,914.25 0.7 0.00 0.0
3,350 PSS World Medical 14.03 47,008.01 28.01 93,833.50 0.8 0.00 0.0
2,065  Par Pharma 37.43 77,298.32 32.98 68,103.70 0.6 0.00 0.0
1,450  Quality Systems Inc 81.21 117,755.66 87.30 126,585.00 1.1 435.00 0.3
2,350 Regeneron Pharmaceuticals 26.49 62,244.21 56.71 133,268.50 1.1 0.00 0.0
2,470  Salix Pharmaceuticals LTD 27.68 68,362.74 39.83 98,380.10 0.8 0.00 0.0
4,150 Savient Pharmaceuticals Inc. 12.31 51,088.58 7.49 31,083.50 0.3 0.00 0.0
2,850  The Ensign Group Inc. 27.92 79,572.57 30.39 86,611.50 0.7 156.75 0.2
1,550  West Pharmaceutical Services 44.75 69,366.38 43.76 67,828.00 0.6 263.50 0.4
1,419,436.52 1,628,300.55 13.8 855.25 0.1

CONSUMER DISCRETIONARY
1,260  American Public Education 43.25 54,495.00 44,51 56,082.60 0.5 0.00 0.0
2,810  Arbitron Inc. 13.37 37,565.11 41.33 116,137.30 1.0 0.00 0.0
3,800  Brunswick Corp. 15.07 57,253.84 20.40 77,520.00 0.7 1,900.00 2.5
3,750  Cabela's Inc 18.01 67,537.13 27.15 101,812.50 0.9 0.00 0.0
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3,120 Carter's Inc 28.64 89,349.47 30.76 95,971.20 0.8 0.00 0.0
1,200  Children's Place 44.36 53,228.04 44.49 53,388.00 0.5 0.00 0.0
1,505  Coinstar, Inc. 31.64 47,620.25 54.54 82,082.70 0.7 0.00 0.0
1,600  Crocs, Inc. 24.90 39,832.32 25.75 41,200.00 0.4 0.00 0.0
1,730  HSN Inc 29.14 50,414.45 32.92 56,951.60 0.5 0.00 0.0
2,265  Helen of Troy LTD 19.05 43,143.15 34.53 78,210.45 0.7 0.00 0.0
2,220  Iconix Brand Group Inc 15.51 34,438.50 24.20 53,724.00 0.5 0.00 0.0
4,770 Live Nation Ent 16.12 76,913.32 11.47 54,711.90 0.5 0.00 0.0
10,000 Liz Claiborne, Inc. 5.14 51,370.00 5.35 53,500.00 0.5 562.50 1.1
1,850  Monro Muffler Brake Inc. 31.00 57,350.74 37.29 68,986.50 0.6 148.00 0.2
4,820  OfficeMax Inc 15.03 72,429.18 7.85 37,837.00 0.3 723.00 1.9
4,690 Pinnacle Entertainment Inc 10.73 50,319.95 14.90 69,881.00 0.6 0.00 0.0
2,000 Red Robin Gourment Burgers 35.06 70,124.60 36.38 72,760.00 0.6 0.00 0.0
2,000 Rue2l 31.03 62,060.00 32.50 65,000.00 0.6 0.00 0.0
1,380  Schweitzer-Mauduit 58.09 80,164.20 56.15 77,487.00 0.7 828.00 1.1
5,740  Shuffle Master 8.79 50,467.81 9.35 53,697.70 0.5 0.00 0.0
1,987  Steven Madden LTD 30.18 59,967.53 37.51 74,532.37 0.6 0.00 0.0
2,020  True Religion Apparel Inc. 20.69 41,795.90 29.08 58,741.60 0.5 0.00 0.0
1,840  Wolverine W.W. 25.99 47,819.21 41.75 76,820.00 0.7 82.80 0.1
1,295,659.69 1,577,035.42 13.4 4,244.30 0.3

INDUSTRIALS

2,170  ABM Industries Inc. 15.92 34,542.24 23.34 50,647.80 0.4 195.30 0.4
4,850  Actuant Corp-CL A 21.86 106,037.59 26.83 130,125.50 1.1 194.00 0.1
2,205  Albany Intl Corp. 15.85 34,941.48 26.39 58,189.95 0.5 264.60 0.5
2,225  Anixter Intl Inc. 55.92 124,427.56 65.34 145,381.50 1.2 0.00 0.0
2,460  Applied Industrial Tech Inc. 35.42 87,136.89 35.61 87,600.60 0.7 467.40 0.5
2,250  Belden CDT 38.44 86,490.00 34.86 78,435.00 0.7 112.50 0.1
3,350  Briggs and Stratton 19.21 64,352.50 19.86 66,531.00 0.6 4,154.00 6.2
1,845  Ceradyne Inc. 34.86 64,317.44 38.99 71,936.55 0.6 0.00 0.0
1,675  Clarcor Inc. 32.84 55,012.03 47.28 79,194.00 0.7 134.00 0.2
1,300 Clearwater Paper Corp. 66.32 86,220.55 68.28 88,764.00 0.8 0.00 0.0
3,220  Curtiss-Wright Corp. 34.95 112,548.64 32.37 104,231.40 0.9 257.60 0.2
2,240 Emcor Group Inc. 19.51 43,700.26 29.31 65,654.40 0.6 0.00 0.0
690  Esterline Tech Corp. 26.61 18,362.26 76.40 52,716.00 0.4 0.00 0.0
1,480  Forward Air Corp 22.64 33,503.35 33.79 50,009.20 0.4 0.00 0.0
2,625  Heartland Express Inc. 14.23 37,346.93 16.56 43,470.00 0.4 210.00 0.5
3,075  Hub Group 27.68 85,118.25 37.66 115,804.50 1.0 0.00 0.0
2,245  Kaydon Corp. 40.35 90,580.79 37.32 83,783.40 0.7 336.75 0.4
4,600  M/I Homes Inc. 14.42 66,345.34 12.26 56,396.00 0.5 0.00 0.0
2,145  Mueller Ind Inc. 23.35 50,082.53 37.91 81,316.95 0.7 858.00 1.1
8,000  Myers Industries Inc 10.02 80,153.60 10.28 82,240.00 0.7 560.00 0.7
3,125  Orbital Sciences Corp 18.03 56,343.76 16.85 52,656.25 0.4 0.00 0.0
2,670  Robbins & Myers Inc 35.38 94,452.05 52.85 141,109.50 1.2 534.00 0.4
3,315  SkyWest Inc 15.14 50,203.81 15.06 49,923.90 0.4 132.60 0.3
1,485  Teledyne Inc. 38.57 57,281.22 50.36 74,784.60 0.6 0.00 0.0
2,260  Tetra Tech Inc 22.06 49,865.40 22.50 50,850.00 0.4 0.00 0.0
1,095  Toro Co. 30.73 33,653.33 60.50 66,247.50 0.6 164.25 0.2
3,050  United Stationers Inc. 16.95 51,707.87 35.43 108,061.50 0.9 0.00 0.0
1,754,727.67 2,136,061.00 18.2 8,575.00 0.4
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
ENERGY
1,750  Gulfport Energy Corp. 33.01 57,765.58 29.69 51,957.50 0.4 0.00 0.0
2,700  Hollyfrontier Corp. 21.78 58,806.00 69.40 187,380.00 1.6 405.00 0.2
9,850 Ion Geophysical Corp. 13.51 133,076.46 9.46 93,181.00 0.8 0.00 0.0
1,680  Lufkin Industries Inc 42.54 71,463.00 86.05 144,564.00 1.2 420.00 0.3
5,030  Penn Virginia Corp. 20.31 102,142.76 13.21 66,446.30 0.6 282.94 0.4
770  Seacor Holdings 57.30 44,121.30 99.96 76,969.20 0.7 0.00 0.0
1,560  Swift Energy Co 40.27 62,818.86 37.27 58,141.20 0.5 0.00 0.0
3,640  World Fuel Services Corp. 24.86 90,501.93 35.93 130,785.20 1.1 2,730.00 2.1
620,695.89 809,424.40 6.9 3,837.94 0.5
UTILITIES
3,165  Avista Corp. 13.83 43,782.72 25.69 81,308.85 0.7 522.22 0.6
4,690  El Paso Electric 20.71 97,150.54 32.30 151,487.00 1.3 0.00 0.0
3,100 New Jersey Res. Corp. 38.46 119,214.84 44.61 138,291.00 1.2 1,054.00 0.8
260,148.10 371,086.85 3.2 1,576.22 0.4
MATERIALS
3,000 Century Aluminum Company 16.98 50,943.00 15.65 46,950.00 0.4 0.00 0.0
2,105  Eagle Materials Inc. 21.87 46,037.05 27.87 58,666.35 0.5 21.05 0.0
2,180  H.B. Fuller Co. 20.85 45,454.31 24.42 53,235.60 0.5 152.60 0.3
4,400  Polyone Corp. 13.18 57,994.64 15.47 68,068.00 0.6 275.00 0.4
2,400 Texas Industries Inc. 46.30 111,108.72 41.63 99,912.00 0.8 180.00 0.2
311,537.72 326,831.95 2.8 628.65 0.2
COMMON STOCK 9,730,385.49 11,643,585.54 99.0 42,923.95 0.4
CASH & EQUIVALENTS
Dividend Accrual 13,823.82 13,823.82 0.1 0.00 0.0
Investor MMF 103,469.88 103,469.88 0.9 3,207.57 3.1
MMF Interest Accrual 12.62 12.62 0.0 0.44 3.5
CASH & EQUIVALENTS 117,306.32 117,306.32 1.0 3,208.01 2.7
TOTAL PORTFOLIO 9,847,691.81 11,760,891.86 100.0 46,131.96 0.4
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MEDIA PERSPECTIVE

Volatile Quarter Tests Resolve

By Tom Lauricella, Wall Street Journal

After a tumultuous second quarter, investors could be forgiven for feeling dazed and
confused.

While the Dow Jones Industrial Average ended the quarter up 0.8%, the positive result
belies the whipsaw nature of trading through many financial markets. As the third quarter
opens, typically a sluggish trading quarter, investors face the prospect of continued volatility.

The oft-repeated trading term “risk on, risk off” is again dominating, with stocks, currencies
and commodities moving in response to macro events—rising and falling as investors became
alternately optimistic and despondent about global economic growth, Europe's debt woes, and
the impact of Japan’s earthquake and tsunami.

The result has been a slump in trading in all financial assets as investors flee to the sidelines.
When they do buy, individual investors have been shunning U.S. stocks in favor of bonds.
Among the big-money players, hedge funds are moving even faster than usual to quit their
positions. As a result, markets are seeing quicker turns in sentiment and making it harder for
investors to find trends to ride.

“Anytime anyone hears a twig snap in the global markets, everybody runs for the exits,” said
Tyler Mordy, director of research at money manager Hahn Investment Stewards in Toronto.

For the Dow, that meant an April rally of nearly 4% was followed by a collapse that lasted
through mid-June, taking stocks down 7% and then back-and-forth swings in the final weeks.
The Dow finished the quarter at 12414.34, up 94.61 points—its fourth quarterly gain in a row
and eighth out of the past nine.

Other markets also saw sharp reversals. Crude oil on the New York Mercantile Exchange slid
16% from a high hit April 29 to finish down 11% for the quarter at $95.42. The yield on the 10-
year Treasury note swung from 3.57% in early April down to 2.87% on June 24 before climbing
to 3.16% at the end of the quarter. The dollar was on its own roller-coaster against the euro
between $1.38 and $1.49.

Trading volumes on New York Stock Exchange and Nasdaq were down more than 30% in the
second quarter from 2010 and this came before the usual summer doldrums kick in. As well, the
Federal Reserve on Thursday ended its $600 billion bond-buying program. Some traders believe
that without the steadying hand of the Fed, volatility could be on the upswing.

Sentiment swung from optimism about the global expansion in the first quarter to worries about
the extent of an economic soft patch that followed a rise in oil prices and the disaster in Japan.
During late May and much of June the markets were buffeted daily, and sometimes hourly, by
conflicting headlines about the Greek debt crisis.
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Sharper-than-usual swings in sentiment can be seen in the Commodity
Futures Trading Commission data on currency positions, said Jessica
Hoversen, currency strategist at MF Global. “"The cycles...have gotten shorter
and shorter,” she said, pointing at extremes in bullish and bearish positions.

Ms. Hoversen looked at the length of time between extremes in the
amounts of long and short positions in the dollar against six currencies.
Between 2004 and 2009 she counted seven cycles that lasted on average
972 months. In the past year she counted four cycles that on average lasted
less than four months.

These swings are making life difficult for hedge-fund traders.

Traditional long-short stock strategies and macroeconomic strategies are
struggling. In the currency markets, most strategies had a tough quarter,
traders say, thanks in large part to a rally in the euro despite the renewed
flare-up of Europe’s debt crisis. Through the end of May, the HFRI
composite index of hedge-fund performance was up 1.96%, but traders say
June's swings in stock prices may have left performance nearly flat for the
year.

In commodities, some hedge funds had logged double-digit declines as
of mid-June.

“Overall risk appetite...is coming off from where it was in the spring,”
said Philip Vasan, who heads the Credit Suisse prime-brokerage unit catering
to hedge funds. Hedge funds are using less leverage and stockpiles of cash
have been built up, he said.

In addition, he said, hedge-fund traders are quicker to close positions
that aren't working when the markets move against them.

The lack of interest for riskier investments is perhaps most clear in the
renewed exodus of money from U.S. stock funds. During the first four
months of 2011, $18 billion shifted into U.S. stock funds, according to the
Investment Company Institute. But in the eight weeks ended June 22, $26
billion flowed right back out the door, according to ICI estimates. Money
also poured out of commodity funds at a pace unseen since the height of
the financial crisis.

Meanwhile, individual investors continue to prefer bonds, even with
interest rates at historically low levels. So far this year, bond funds have
hauled in $63 billion, according to the ICI.

“Every time there is a little bit of a ripple, you see...individuals moving into
Treasurys and [other] bonds,” said Lisa Shalett, chief investment officer at
Merrill Lynch Global Wealth Management.

Historically, she said, many investors would have a portfolio with 60% in
stocks and 40% bonds. Today, most Merrill clients are holding allocations that
are closer to 45% stocks and 55% bonds.

Since the financial crisis, there has been a “behavioral trauma,” among
individual investors, Ms. Shalett said. “There’s an absolute focus on principal
protection and capital preservation, with the desire to derive returns almost
exclusively from income.”

When investors have turned to stocks, lately it has been toward dividend
payers, a change from 2009 and 2010, when stocks were led higher by
companies seen as lower quality. For example, the iShares D] Select Dividend
Index exchange-traded fund rose 1.8% in the second quarter while the
Standard & Poor's 500-stock index lost 0.4%.

One place where conviction levels are a bit higher is among emerging-
markets investors, said Osvaldo Canavosio, a senior analyst in hedge-fund
research at Man Investments. “The difference...is that these are markets that
showed a bit more of a clear trend that managers could pursue,” Mr.
Conavosio said.

For example, the dollar tended to weaken against emerging-market
currencies and short-term bond markets gained as expectations for additional
interest-rate increases faded. That made for profitable trades in Brazil and
Mexico, Mr. Canavosio said.

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