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American Trust Allegiance Fund

April, 2007
Dear Fellow Shareholders,

It is our pleasure to provide you with the American Trust Allegiance
Fund Annual Report for the twelve months ending February 28, 2007.

During the six months ending February 28, 2007 the Fund grew nicely,
realizing a total return of 10.24% vs. 8.92% for the benchmark Standard
& Poor’s 500 Index. For the twelve months ending February 28, 2007,
the Fund was up 7.25% vs. 11.97% for the Standard & Poor’s 500 Index.
While the twelve month performance comparison was difficult, the
success of the most recent six-month period cited above shows why we
believe the Fund is well positioned for the current market. Listed
below are the reasons why we feel the strong investment performance
of the past six months should continue.

Over the last 12 months economic growth in the U.S has continued to
moderate with Gross Domestic Product increasing at only 2.2% in the
fourth quarter of 2006. By contrast, world economic activity, while
moderating slightly, still is growing at more than twice the pace of the
U.S. This has kept the demand and price of raw materials high including
commodities such as oil and gas. While this has added to inflationary
pressures, recent inflation data from the U.S. suggests that the core rate
of inflation is being tamed by the slower growing domestic economy.
Because of these developments we continue to overweight the energy
and materials sectors, which we expect should be benefited from the
growing world demand for oil & gas and other commodity-related inputs,
despite the slowing U.S. economy. At the same time, we continue to
avoid investments in alcohol, tobacco, gaming, pharmaceuticals and
medical instruments in accord with the Fund’s prospectus.

In our last shareholder letter six months ago, we mentioned that we
were reducing our exposure to financial services stocks such as
traditional lending banks. This has served us well in the last four
months, as there has been significant fall out from the sub-prime
lenders and the threat that the poor credit quality of many mortgage
holders could ultimately affect the higher quality lenders. We also
continue to avoid building stocks and the housing sector since these are
most affected by the current economic weakness. We continue to
underweight consumer discretionary companies and have sold home-
related retailers such as Home Depot and Williams-Sonoma since a
slowing housing market has put less money in the pockets of
consumers.



American Trust Allegiance Fund

On the other hand, consumer staples stocks tend to perform better in
this type of slow growth economy so we have focused our investments
in these stocks including Colgate-Palmolive, Hershey’s, General Mills
and Archer Daniels Midland.

We alluded to the fact that the U.S. economy seems to be growing at less
than half the pace of the world economy. According to the International
Monetary Fund (IMF), world gross domestic product should grow 4.9%
in 2007. Countries such as China, India, Russia and Brazil are expected
to grow well above 5% and some near 10% in 2007. Of course, direct
investment in many of these countries incorporates risks we are not
willing to take, but many high-quality U.S. multinationals sell their
products to many of these foreign markets and therefore participate in
their significantly faster growth. For example, Colgate-Palmolive
generates 79% of its revenue from sales outside the U.S. This is true too
of Qualcomm (84%), Wrigley (63%), Texas Instruments (79%), Nike
(59%), IBM (61%) and many other Allegiance Fund holdings. In this
way we hope to benefit from the higher growth around the world while
maintaining the quality of the investments through the strict accounting
requirements mandated of U.S. companies.

As economic and other events develop we will continue to look for
opportunities to grow the Fund for its shareholders.

We are grateful to you for your support of the American Trust
Allegiance Fund and we hope that, in return, we can help you meet
your financial goals.

Sincerely yours,

Yol X Elbr

Paul H. Collins

Past performance is not a guarantee of future results.

Fund holdings and sector allocations are subject to change at any time and are not
recommendations to buy or sell any security. Please refer to the Schedule of Investments
on pages 7-10 of this report for complete holdings information.

The Fund may invest in small- and medium-capitalization companies, which tend
to have limited liquidity and greater price volatility than larger-capitalization
companies. The Fund’s social policy may cause it to pass up opportunities to
buy certain securities or may cause it to sell certain securities for social reasons
when it is otherwise disadvantageous to do so. (4/07)
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Comparison of the change in value of a hypothetical $10,000 investment in the
American Trust Allegiance Fund vs the S&P 500 Composite Stock Price Index
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Since
Inception
Total Return: 1 Year 5 Years* (3/11/97)*
American Trust Allegiance Fund 7.25% 5.82% 7.18%
S&P 500 Composite Stock Price Index 11.97% 6.82% 7.37%

Performance data quoted represents past performance; past performance does not guarantee
future results. The investment return and principal value of an investment will fluctuate so that
an investor’s shares, when redeemed, may be worth more or less than their original cost.
Current performance of the Fund may be lower or higher than the performance quoted.
Performance data current to the most recent month end may be obtained by calling
1-800-385-7003.

The performance data and graph do not reflect the deduction of taxes that a shareholder
may pay on dividends, capital gain distributions, or redemption of Fund shares. Returns
reflect the reinvestment of dividends and capital gains. Investment performance reflects
fee waivers in effect. In the absence of such waivers, total return would be reduced.
Indices do not incur expenses and are not available for investment.

* Average annual total return represents the average change in account value over the
periods indicated.

The Fund may invest in small- and medium-capitalization companies, which tend to have
limited liquidity and greater price volatility than large-capitalization companies.

The S&P 500 Composite Stock Price Index is an unmanaged capitalization-weighted index
of 500 stocks designed to represent the broad domestic economy.
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EXPENSE EXAMPLE at February 28, 2007 (Unaudited)

As a shareholder of the Fund, you incur two types of costs: (1) transaction costs,
including sales charges (loads) on purchase payments; redemption fees; and
exchange fees; and (2) ongoing costs, including management fees; distribution
and/or service fees; and other Fund expenses. This Example is intended to help
you understand your ongoing costs (in dollars) of investing in the Fund and to
compare these costs with the ongoing costs of investing in other mutual funds.
The Example is based on an investment of $1,000 invested at the beginning of
the period and held for the entire period (9/1/06 - 2/28/07).

Actual Expenses

The first line of the table below provides information about actual account
values and actual expenses, with actual net expenses being limited to 1.45% per
the advisory agreement. Although the Fund charges no sales load or transaction
fees, you will be assessed fees for outgoing wire transfers, returned checks, and
stop payment orders at prevailing rates charged by U.S. Bancorp Fund Services,
LLC, the Fund’s transfer agent. The example below includes, but is not limited
to, management fees, fund accounting, custody and transfer agent fees. You
may use the information in this line, together with the amount you invested, to
estimate the expenses that you paid over the period. Simply divide your
account value by $1,000 (for example, an $8,600 account value divided by
$1,000 = 8.6), then multiply the result by the number in the first line under the
heading entitled “Expenses Paid During Period” to estimate the expenses you
paid on your account during this period.

Hypothetical Example for Comparison Purposes

The second line of the table below provides information about hypothetical
account values and hypothetical expenses based on the Fund’s actual expense
ratio and an assumed rate of return of 5% per year before expenses, which is
not the Fund’s actual return. The hypothetical account values and expenses
may not be used to estimate the actual ending account balance or expenses you
paid for the period. You may use this information to compare the ongoing costs
of investing in the Fund and other funds. To do so, compare this 5%
hypothetical example with the 5% hypothetical examples that appear in the
shareholder reports of the other funds. Please note that the expenses shown in
the table are meant to highlight your ongoing costs only and do not reflect any
transactional costs, such as sales charges (loads), redemption fees, or exchange
fees. Therefore, the second line of the table is useful in comparing ongoing
costs only, and will not help you determine the relative total costs of owning
different funds. In addition, if these transactional costs were included, your
costs would have been higher.
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EXPENSE EXAMPLE at February 28, 2007 (Unaudited), Continued

Beginning Ending Expenses Paid
Account Value Account Value During Period
9/1/06 2/28/07 9/1/06 - 2/28/07*
Actual $1,000.00 $1,102.40 $7.56
Hypothetical (5% return $1,000.00 $1,017.60 $7.25

before expenses)

* Expenses are equal to the Fund's annualized expense ratio of 1.45%, multiplied by the average
account value over the period, multiplied by 181 (days in most recent fiscal half-year)/365
days to reflect the one-half year expense.

ALLOCATION OF PORTFOLIO ASSETS at February 28, 2007 (Unaudited)

oo 7%

Consumer Discretionary - 7%
Consumer Staples - 16%

21%
Energy - 12%

Financials - 16%

Industrials - 18%

12%

Information Technology - 21%

Materials - 6%

16%

OEEECOEDE N

Short-Term Investments - 4%
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SCHEDULE OF INVESTMENTS at February 28, 2007

Shares COMMON STOCKS: 96.94% Value
Aerospace & Defense: 1.26%
3,000 L-3 Communications Holdings, Inc. .................... $ 261,300
Agricultural Products: 1.86%
11,200  Archer-Daniels-Midland Co. .........ccccovvvvviiiinininnns 385,056
Asset Management: 3.87%
3,250 Affiliated Managers Group, INc.* ..........cccvvvvvvennes 368,875
7,150  SEI Investments CO. ...cooovvevviniiiiiiiiieiiieeiieeeieeeenns 432,218
801,093
Automobiles: 2.01%
6,300 Harley-Davidson, INC. ...........ccooeveeiiiiiiiiiiiiiiiiiines 415,170
Banks: 3.58%
7,850 Marshall & Tlsley COrp. ..ooooeeveeiieiiiiiiiiiiiiiiiiis 373,111
4,300  Zions Bancorporation ..........ccceeeeeeeeiiiiiiiiiiiiiiniaeeees 367,134
740,245
Business Services: 1.84%
8,300 Fidelity National Information Services, Inc. ........ 381,385
Chemicals - Specialty: 4.82%
7,700  Ecolab, ITNC. .....coooviiiiiiiiiiiiii e 325,710
12,700 Rohm and Haas CO. .........ccoeeeivviviiiiiiiiiiiieeeeeeee 671,322
997,032
Commercial Services & Supplies: 4.14%
11,900 Herman Miller, INC. ...........oooovviiiieeiiiiii. 457,793
9,500 Republic Services, INC. ......ccocvviiieiiiiiiiieeiiiieeee 399,665
857,458
Communications Equipment: 4.01%
9,400  Corning, INC.™ . ... 193,922
15,800 QUALCOMM, INC. tieiiiiiniiiiiiiiiieiiie e 636,424
830,346
Computer Hardware: 3.45%
4,600  APDPILE, INC.H ittt 389,206
3,500 International Business Machines Corp. ............... 325,535
714,741
Computer Software: 2.50%
5100 Autodesk, INC.*....cccoiiiiiiiiiiiiiiiieeeeeeee e 209,865
10,900  MiCTOSOLt COTP. tooviiiiiiiiiiiiiiiiiiee ettt 307,053
516,918

The accompanying notes are an integral part of these financial statements.
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SCHEDULE OF INVESTMENTS at February 28, 2007, Continued

Shares Value
Computer Storage & Peripherals: 1.19%
6,370 Network Appliance, INC.*........cccccvvvvviviiiiiiieneeenn.. $ 246,328
Construction & Engineering: 2.72%
2,400 FIUOT COTP. wevviiiiiiiiiiiiiieeee e 202,728
4,000 Jacobs Engineering Group, Inc.* ...............cceueee... 361,360
564,088
Containers & Packaging: 1.21%
5,400 Ball COTP. vevvveeeeeeeeseeeeeeeeeeeeeeeeeeee e 250,020
Diversified Financial Services: 7.02%
2,020 The Goldman Sachs Group, INC. ........cccvvvvvevrnnnas 407,232
6,800 Legg Mason, INC. ....c.ccooviiiiiiiiiiiiiiiiiiine e, 698,632
5,300 State Street COTp. .ooviviiiiiiiiiiiiiii e 347,203
1,453,067
Electrical Equipment: 1.04%
5,000 Emerson Electric CO. .........cccoooeeiiiiiiiiiiiiiii 215,450
Energy Equipment & Services: 3.15%
7,400  Halliburton CO. .......coooviiiieiiiiiiiieeeiiiee e 228,512
6,750 Schlumberger Ltd.# ...........ocoooiiiiiiiiiiei 423,900
652,412
Food Products: 8.30%
9,900 Dean Foods CO.*.........coooiiiiiiiiiiiiieieeeceeec 445,896
7,400 General Mills, INC. ..........oooeeiiiiiiiiiiiic 417,064
7,700 Hershey Foods COTP. ...oooeviiiiiiiiaiiiiiiiieieiiiieeeee 407,176
9,000 Wm. Wrigley Jr. Co.-Class B.........ccccouvvvrrvrernnnnnn. 448,200
1,718,336
Household Products: 5.67%
10,450 Church & Dwight Co., INC. ....ccooviiiiiiiiiiiieees 501,077
10,000 Colgate-Palmolive CO. ......ccooovvvvvriiiiiiiiiiiieeeeeeennn, 673,600
1,174,677
Industrial Machinery: 5.42%
3,100 Caterpillar, TNC. ..ooovviiiiiiiiiiiieeiiie e 199,702
12,550 Tllinois Tool WOTks, INC. ......cvvvvvviiiiiiiiieeieieiiieeins 648,835
6,300 Ingersoll-Rand Co. Ltd. - Class A#..........cccevvvvennns 272,853
1,121,390
Insurance - Multi-Line: 1.52%
4,700 American International Group, Inc. .................... 315,370

The accompanying notes are an integral part of these financial statements.
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SCHEDULE OF INVESTMENTS at February 28, 2007, Continued

Shares Value
IT Services: 2.45%
10,200  Automatic Data Processing, Inc. ..........ccccccccvnnnnn. $ 507,858
Machinery: 2.67%
5,100 DEETE & CO. .evviiiiiiiiiiiieaiiiii e 552,942
Multiline Retail: 1.10%
4,300  Nordstrom, INC. ..........cooovviiiiiieeeeeeiiiiiiiieee e, 228,287
Networking Equipment: 2.27%
18,120 Cisco Systems, INC.™ .........ciiiiiiiieiiiiiiiiiiiie e 470,033
0Oil & Gas: 9.39%
6,100 BP PIC- ADR.coiiiiiiiiiiiiiie e 376,004
7,150  Chevron COTP. ......coooiiiiiiieiiiiiiieeeeciiee e 490,561
6,846  CoNOCOPIIIIPS ...oooeiiiiiiiiiiiiiiii e 447 865
5,900 Exxon Mobil COrp. ...ooooviiiiiiiiiiiiiiiceee 422,912
2,925 Suncor Energy, INC.# .......ccoooviiiiiiiiiiiiiiiiiiee, 208,055
1,945,397
Semiconductor Equipment: 1.07%
4,300 KLA-TENCOT COTP. wevvvnniiieeiiiiiiiiiiiieee e 222,482
Semiconductors: 2.00%
10,800  INtel COTP. evvvrieieiiiiiie ettt 214,380
6,450 Texas Instruments, INC. ........ooooiiiiiiiiiiiiiiinne, 199,692
414,072
Specialty Retail: 4.23%
4,600 Nike, Inc. - ClasS B........ooooviiiiiiiiiiiiiiiiciiiiiii 480,562
15,225  Staples, INC. coooeeveieiiiiiiiiiiieeeeeeeee e 396,155
876,717
Transportation: 1.18%
2,140  FEdEX COTP. tiooviiiieiiiiiiiiee et 244,345
TOTAL COMMON STOCKS
(Cost $17,408,372) ceveeiiiiiieiiiaiieeiee e 20,074,015

The accompanying notes are an integral part of these financial statements.
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SCHEDULE OF INVESTMENTS at February 28, 2007, Continued

Shares SHORT-TERM INVESTMENTS: 3.84% Value

794,774 Federated Cash Trust Treasury
Money Market Fund

(COSt $794,774) .o $ 794,774
Total Investments in Securities

(Cost $18,203,146): 100.78% ............cccovrrrrrenrn. 20,868,789
Liabilities in Excess of Other Assets: (0.78)%...... (161,599)
Net Assets: 100.009% ....oveveiiiiiiiieiiieeieeeeeeeens $20,707,190

* Non-income producing security.
# U.S. traded security of a foreign issuer.
ADR - American Depository Receipt

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF ASSETS AND LIABILITIES at February 28, 2007

ASSETS
Investments in securities, at value (cost $18,203,146)..... $20,868,789
Receivables:
Securities SOId ......ccooeiiiiiiiiii 392,875
Dividends and interest...................oooooiiiiiiiiiiiiiiii, 39,231
Prepaid EXPEINSES ...vvvvueeiiiiieeeeeeeeeeeee e 11,906
Total @SSELS ..ooooeiiiiiiii 21,312,801
LIABILITIES
Payables:
Securities purchased ...............ccoovvviviviiiiiiiiiieeeee e, 551,310
DUE t0 adVISOT ...ovvviiiiiiiiiee e 9,147
Administration fees............coooeeiiiiiiiiiii 3,271
AUIt FEES ..o 16,500
Transfer agent fees and exXpenses ............ceeeeeeeieiiiinn. 6,740
Fund accounting fees............coeeeeeiiiiii 4,408
CUSLOAY fEES ..t 1,607
Shareholder reporting fees..............ovvvvvvveiiiiiiieieeeeeennn. 8,087
Chief Compliance Officer fee .................ccoevvvviviiinnnnns 1,000
Accrued other EXPEenSEs...........ovvvviviviiiiiiiiiiiieeeeeeeee e 3,541
Total liabilities .........oveiiiiiiiiee e 605,611
NETASSETS ..o $20,707,190

Net asset value, offering and redemption price
per share [$20,707,190/1,112,213 shares
outstanding; unlimited number of shares
(par value $0.01) authorized] ..........cccevvieiiiiiiiniine $18.62

COMPONENTS OF NET ASSETS

Paid-in capital.............cooeiiiiiiiii e $21,626,996
Undistributed net investment income ............................. 20,408
Accumulated net realized loss on investments ................ (3,605,857)
Net unrealized appreciation on investments.................... 2,665,643
NEt ASSELS .oiiiiiiiii e $20,707,190

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF OPERATIONS
For the Year Ended February 28, 2007

INVESTMENT INCOME

Income
Dividends (net of foreign tax withheld of $166).......... $ 258,066
Interest.........coooooiii 62,017
Total INCOME ... 320,083
Expenses
Advisory fees (INOte 3)......ccooviiiiiiiiiiiiiiiiiiiiiceee 197,443
Administration fees (Note 3)........ccoocoviiiiiiiiiinininn. 41,566
Transfer agent fees and expenses (Note 3).................. 39,842
Fund accounting fees (NOte 3).......ccccceeviuiieniireenineennnn. 26,351
Custody fees (INOte 3)...ccoouiiiiiiiiiiiiiiiiiiceeei e 16,944
AUt TEES .ovvniiiiiie e 16,499
Registration fees..............coiiiiiiiiiii 14,052
Le@al fEES ..ovviiiiiiiiie i 12,537
Reports to shareholders..............cooovveiiiiiiiiiiiieeii, 10,104
Chief Compliance Officer fee (Note 3) ........cccccuveennen. 6,001
INSUTANCE EXPEIISE c.vviiiiieiiiiieeiie e 4,954
TIUSLEE EES ..vvviiiiiiiie e 4,857
Miscellaneous EXPense ........ccceevvreevireeriireeniieaiieeen 4,746
Total EXPENSES ...cceeiiiiiiiiiiiiiiiei e 395,896
Less: advisory fee waiver (Note 3)......cccccveeevvnnnnnn. (94,411)
NET EXPEIISES vttt 301,485
Net investment income................................... 18,598

REALIZED AND UNREALIZED GAIN/(LOSS)
ON INVESTMENTS
Net realized gain on investments ......................ovvvvvvvvnnnnn. 2,821,361
Net change in unrealized depreciation on investments... (1,424,877)

Net realized and unrealized gain on investments ....... 1,396,484

Net increase in net assets
resulting from operations................................. $ 1,415,082

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CHANGES IN NET ASSETS

Year Ended Year Ended
February 28, 2007 February 28, 2006

INCREASE/(DECREASE) IN NET ASSETS FROM:

OPERATIONS
Net investment incCome ....................... $ 18,598 $ 15,844
Net realized gain on investments ........ 2,821,361 1,412,456

Net change in unrealized
appreciation/(depreciation)

on investments............cccceiiiiiiin. (1,424,877) 303,197
Net increase in net assets
resulting from operations......... 1,415,082 1,731,497
DISTRIBUTIONS TO SHAREHOLDERS
From net investment income .............. (11,058) (14,620)

CAPITAL SHARE TRANSACTIONS
Net decrease in net assets
derived from net change

in outstanding shares (a) ................... (2,585,050) (3,384,359)
Total decrease in net assets......... (1,181,026) (1,667,482)
NET ASSETS
Beginning of year...............cccoeevinin. 21,888,216 23,555,698
Endof year.............c.ccoooeiviiiinniinn, $20,707,190 $21,888,216
Includes undistributed
net investment income of.................. $ 20,408 $ 11,058

(a) A summary of share transactions is as follows:

Year Ended Year Ended
February 28, 2007 February 28, 2006
Shares Paid-in Capital Shares  Paid-in Capital

Shares sold.................. 46,043 $ 810,755 57,980 $ 937,750
Shares issued in

reinvestment

of distributions.......... 576 10,591 820 13,951
Shares redeemed ........ (194,274) (3,406,396)  (267,713)  (4,336,060)
Net decrease ............... (147,655)  $(2,585,050) (208,913) $(3,384,359)

The accompanying notes are an integral part of these financial statements.
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FINANCIAL HIGHLIGHTS
For a share outstanding throughout each year

Year Ended
2/28/07 2/28/06 2/28/05 2/29/04  2/28/03

Net asset value,
beginning of year . ... ... .. $17.37 $16.04 $14.79 $10.94 $14.05

Income from
investment operations:
Net investment
income/(loss) ......... 0.02 0.01 0.01 (0.04) (0.04)
Net realized and
unrealized gain/(loss)

on investments . ... .. .. 1.24 1.33 1.24 3.89 (3.07)
Total from
investment operations . . 1.26 1.34 1.25 3.85 (3.11)
Less distributions:
From net
investment income .... (0.01) (0.01) — — —
Total distributions . . . . ... (0.01)  (0.01) — — -
Net asset value, end of year .. $18.62 $17.37 $16.04 $14.79 $10.94
Total return . ............. 7.25% 8.36%  8.45% 35.19% (22.14)%

Ratios/supplemental data:
Net assets, end
of year (thousands) ....... $20,707 $21,888 $23,556 $23,047 $18,347
Ratio of expenses to
average net assets:
Before expense

reimbursement . . ...... 1.90% 1.85% 1.84% 1.79% 1.95%
After expense
reimbursement . ....... 1.45% 1.45% 1.45% 1.45% 1.45%

Ratio of net investment
income/(loss) to
average net assets:

Before expense

reimbursement . . ...... (0.36)% (0.33)% (0.33)% (0.62)% (0.83)%

After expense

reimbursement . ....... 0.09% 0.07%  0.06% (0.28)% (0.33)%
Portfolio turnover rate . ... .. 79.89% 27.09% 35.39% 108.15% 108.19%

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS at February 28, 2007
NOTE 1 — ORGANIZATION

The American Trust Allegiance Fund (the “Fund”) is a diversified series of
Advisors Series Trust (the “Trust”), which is registered under the Investment
Company Act of 1940 (the “1940 Act”) as an open-end management investment
company. The investment objective of the Fund is to seek capital appreciation.
The Fund began operations on March 11, 1997.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies consistently
followed by the Fund. These policies are in conformity with accounting
principles generally accepted in the United States of America.

A. Security Valuation: The Fund’s investments are carried at fair value.
Securities that are primarily traded on a national securities exchange
shall be valued at the last sale price on the exchange on which they are
primarily traded on the day of valuation or, if there has been no sale on
such day, at the mean between the bid and asked prices. Securities
primarily traded in the NASDAQ Global Market System for which
market quotations are readily available shall be valued using the
NASDAQ Official Closing Price (“NOCP”). If the NOCP is not available,
such securities shall be valued at the last sale price on the day of
valuation, or if there has been no sale on such day, at the mean
between the bid and asked prices. Over-the-counter (“OTC”) securities
which are not traded in the NASDAQ Global Market System shall be
valued at the most recent trade price. Securities for which market
quotations are not readily available, or if the closing price doesn’t
represent fair value, are valued following procedures approved by the
Board of Trustees. These procedures consider many factors, including
the type of security, size of holding, trading volume and news events.
Short-term investments are valued at amortized cost, which
approximates market value. Investments in other mutual funds are
valued at their net asset value.

B. Federal Income Taxes: 1t is the Fund’s policy to comply with the
requirements of the Internal Revenue Code applicable to regulated
investment companies and to distribute substantially all of its taxable
income to its shareholders. Therefore, no federal income tax provision
is required.

C. Security Transactions, Dividends and Distributions: Security transactions
are accounted for on the trade date. Realized gains and losses on
securities sold are calculated on the basis of first in, first out. Dividend

15



American Trust Allegiance Fund

NOTES TO FINANCIAL STATEMENTS, Continued

income and distributions to shareholders are recorded on the ex-
dividend date. The amount of dividends and distributions to
shareholders from net investment income and net realized capital gains
is determined in accordance with Federal income tax regulations which
differ from accounting principles generally accepted in the United
States of America.

D. Use of Estimates: The preparation of financial statements in conformity
with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of increases and
decreases in net assets during the reporting period. Actual results could
differ from those estimates.

E. REITs: The Fund has made certain investments in real estate
investment trusts (“REITS”) which pay dividends to their shareholders
based upon available funds from operations. It is quite common for
these dividends to exceed the REITSs’ taxable earnings and profits
resulting in the excess portion being designated as a return of capital.
The Fund intends to include the gross dividends from such REITS in its
annual distributions to its shareholders and, accordingly, a portion of
the Fund'’s distributions may also be designated as a return of capital.

F. Reclassification of Capital Accounts: Accounting principles generally
accepted in the United States of America require that certain
components of net assets relating to permanent differences be
reclassified between financial and tax reporting. These reclassifications
have no effect on net assets or net asset value per share. For the year
ended February 28, 2007, reclassifications were recorded to increase
undistributed net investment income by $1,810 and to increase
accumulated realized loss by $1,810.

G. New Accounting Pronouncements: On July 13, 2006, the Financial
Accounting Standards Board (“FASB”) released FASB Interpretation No.
48 “Accounting for Uncertainty in Income Taxes” (“FIN 48”). FIN 48
provides guidance for how uncertain tax positions should be recognized,
measured, presented and disclosed in the financial statements. FIN 48
requires the evaluation of tax positions taken or expected to be taken in
the course of preparing the Fund's tax returns to determine whether the
tax positions are “more-likely-than-not” of being sustained by the
applicable tax authority. Tax positions not deemed to meet the more-
likely-than-not threshold would be recorded as a tax benefit or expense
in the current year. Application of FIN 48 is required as of the date of
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NOTES TO FINANCIAL STATEMENTS, Continued

the last Net Asset Value (“NAV”) calculation in the first required
financial statement reporting period for fiscal years beginning after
December 15, 2006 and is to be applied to all open tax years as of the
effective date. The Fund is currently evaluating the impact, if any, of
applying the various provisions of FIN 48.

In September 2006, FASB issued FASB Statement No. 157, “Fair Value
Measurement” (“SFAS 157"), which defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair
value measurements. SFAS 157 is effective for fiscal years beginning
after November 15, 2007, and interim periods within those fiscal years.
The Fund believes the adoption of SFAS 157 will have no material
impact on its financial statements.

NOTE 3 — INVESTMENT ADVISORY FEE AND OTHER
TRANSACTIONS WITH AFFILIATES

For the year ended February 28, 2007, American Trust Investment
Advisors, LLC (the “Advisor”) provided the Fund with investment management
services under an Investment Advisory Agreement. The Advisor furnished all
investment advice, office space, facilities, and provides most of the personnel
needed by the Fund. As compensation for its services, the Advisor is entitled to
a monthly fee at the annual rate of 0.95% based upon the average daily net
assets of the Fund. For the year ended February 28, 2007, the Fund incurred
$197,443 in advisory fees.

The Fund is responsible for its own operating expenses. The Advisor has
agreed to reduce fees payable to it by the Fund and to pay Fund operating
expenses to the extent necessary to limit the Fund’s aggregate annual operating
expenses to 1.45% of average daily net assets. Any such reduction made by the
Advisor in its fees or payment of expenses which are the Fund’s obligation are
subject to reimbursement by the Fund to the Advisor, if so requested by the
Advisor, in subsequent fiscal years if the aggregate amount actually paid by the
Fund toward the operating expenses for such fiscal year (taking into account
the reimbursement) does not exceed the applicable limitation on Fund
expenses. The Advisor is permitted to be reimbursed only for fee reductions
and expense payments made in the previous three fiscal years. Any such
reimbursement is also contingent upon Board of Trustees review and approval
at the time the reimbursement is made. Such reimbursement may not be paid
prior to the Fund’'s payment of current ordinary operating expenses. For the
year ended February 28, 2007, the Advisor reduced its fees in the amount of
$94,411; no amounts were reimbursed to the Advisor. Cumulative expenses
subject to recapture pursuant to the aforementioned conditions amounted to
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$270,136 at February 28, 2007. Cumulative expenses subject to recapture expire
as follows:

Year Amount
2008 $ 87,375
2009 88,350
2010 94,411

$270,136

U.S. Bancorp Fund Services, LLC (the “Administrator”) acts as the Fund’s
Administrator under an Administration Agreement. The Administrator prepares
various federal and state regulatory filings, reports and returns for the Fund;
prepares reports and materials to be supplied to the Trustees; monitors the
activities of the Fund’s custodian, transfer agent and accountants; coordinates
the preparation and payment of the Fund’s expenses and reviews the Fund’s
expense accruals. For the year ended February 28, 2007, the Fund incurred
$41,566 in administration fees.

U.S. Bancorp Fund Services, LLC (“USBFS”) also serves as the fund
accountant and transfer agent to the Fund. U.S. Bank, N.A., an affiliate of
USBFS, serves as the Fund’s custodian. For the year ended February 28, 2007,
the Fund incurred $26,351, $24,044, and $16,944 in fund accounting, transfer
agency, and custody fees, respectively.

Quasar Distributors, LLC (the “Distributor”) acts as the Fund’s principal
underwriter in a continuous public offering of the Fund’s shares. The
Distributor is an affiliate of the Administrator.

Certain officers of the Fund are also employees of the Administrator.

For the year ended February 28, 2007, the Fund was allocated $6,001 of the
Chief Compliance Officer fee.
NOTE 4 — PURCHASES AND SALES OF SECURITIES

For the year ended February 28, 2007, the cost of purchases and the
proceeds from sales of securities, excluding short-term securities, were
$15,598,576 and $17,912,517, respectively.

NOTE 5 — LINE OF CREDIT

The Fund has a line of credit in the amount of $1,000,000. This line of
credit is intended to provide short-term financing, if necessary, subject to
certain restrictions, in connection with shareholder redemptions. The credit
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facility is with the Fund’s custodian, U.S. Bank, N.A. During the year ended
February 28, 2007, the Fund did not draw upon the line of credit.

NOTE 6 — INCOME TAXES AND DISTRIBUTIONS TO
SHAREHOLDERS

Net investment income/(loss) and net realized gains/(losses) differ for
financial statement and tax purposes due to differing treatments of wash sales
and real estate investment trusts.

The tax character of distributions paid during the years ended February 28,
2007 and 2006 were as follows:

2007 2006
Ordinary income $11,058 $14,620

Ordinary income distributions may include dividends paid from short-term
capital gains.

As of February 28, 2007, the Fund’'s most recent fiscal year end, the
components of accumulated earnings/(losses) on a tax basis were as follows:

Costof investments . .................... $18,258,651
Gross tax unrealized appreciation . ......... 2,935,309
Gross tax unrealized depreciation ... ....... (325,171)
Net tax unrealized appreciation............ $ 2,610,138
Undistributed ordinary income ............ $ 20,408
Undistributed long-term capital gain . . .. .. .. —
Total distributable earnings ............... $ 20,408
Other accumulated gains/(losses) .. ........ $(3,550,352)
Total accumulated earnings/(losses) .. ... ... $ (919,806)

The Fund had a capital loss carryforward of $3,550,352 which expires as
follows:

Year Amount
2010 $88,739
2011 3,461,613

During the year ended February 28, 2007, the Fund utilized capital loss
carryforwards of $2,765,144.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Trustees
Advisors Series Trust and Shareholders of
The American Trust Allegiance Fund

We have audited the accompanying statement of assets and liabilities of The
American Trust Allegiance Fund, a series of Advisors Series Trust (the “Trust”),
including the schedule of investments, as of February 28, 2007, and the related
statement of operations for the year then ended, the statements of changes in
net assets for each of the two years in the period then ended, and the financial
highlights for each of the four years in the period then ended. These financial
statements and financial highlights are the responsibility of the Trust’s
management. Our responsibility is to express an opinion on these financial
statements and financial highlights based on our audits. The financial highlights
for the year ended February 28, 2003 have been audited by other auditors,
whose report dated April 11, 2003 expressed an unqualified opinion on such
financial highlights.
We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements and financial highlights are free of material
misstatement. The Trust is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits
included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Trust’s
internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. Our procedures
included confirmation of securities owned as of February 28, 2007, by
correspondence with the custodian and brokers. We believe that our audits
provide a reasonable basis for our opinion.
In our opinion, the financial statements and financial highlights referred to
above present fairly, in all material respects, the financial position of The
American Trust Allegiance Fund as of February 28, 2007, the results of its
operations for the year then ended, the changes in its net assets for each of the
two years in the period then ended and the financial highlights for each of the
four years in the period then ended, in conformity with accounting principles
generally accepted in the United States of America.

TAIT, WELLER & BAKER LLP
Philadelphia, Pennsylvania
April 20, 2007
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NOTICE TO SHAREHOLDERS at February 28, 2007 (Unaudited)

For the year ended February 28, 2007, the American Trust Allegiance Fund
designated $20,408 as ordinary income for purposes of the dividends paid
deduction.

For the year ended February 28, 2007, certain dividends paid by the
American Trust Allegiance Fund may be subject to a maximum tax rate of 15%,
as provided by the Jobs and Growth Tax Relief Reconciliation Act of 2003. The
percentage of dividends declared from net investment income designated as
qualified dividend income was 100%.

For corporate shareholders in the American Trust Allegiance Fund, the
percent of ordinary income distributions qualifying for the corporate dividends
received deduction for the year ended February 28, 2007 was 100%.

How to Obtain a Copy of the Fund’s Proxy Voting Policies

A description of the policies and procedures that the Fund uses to
determine how to vote proxies relating to portfolio securities is available
without charge, upon request, by calling 1-800-385-7003 or on the SEC’s website
at http://www.sec.gov.

How to Obtain a Copy of the Fund’s Proxy Voting Records for the
12-Month Period Ended June 30, 2006

Information regarding how the Fund voted proxies relating to portfolio
securities during the most recent 12-month period ended June 30 is available
without charge, upon request, by calling 1-800-385-7003. Furthermore, you can
obtain the Fund’s proxy voting records on the SEC’s website at
http://www.sec.gov.

Quarterly Filings on Form N-Q

The Fund files its complete schedule of portfolio holdings with the SEC for
the first and third quarters of each fiscal year on Form N-Q. The Fund’s Form
N-Q is available on the SEC’s website at http://www.sec.gov. The Fund’s Form
N-Q may be reviewed and copied at the SEC’s Public Reference Room in
Washington, DC and information on the operation of the Public Reference
Room may be obtained by calling 1-800-SEC-0330. Information included in the
Fund’s Form N-Q is also available by calling 1-800-385-7003.

21



American Trust Allegiance Fund

INFORMATION ABOUT TRUSTEES AND OFFICERS (Unaudited)

This chart provides information about the Trustees and Officers who oversee
the Fund. Officers elected by the Trustees manage the day-to-day operations of
the Fund and execute policies formulated by the Trustees.

INDEPENDENT TRUSTEES

Name, Age

Address Number of
Position held with Fund Trustee Portfolios
Principal Occupation(s) and other of Fund Overseen in
Directorships during past five years Since* | Fund Complex**
Walter E. Auch, Born 1921 1997 1

615 E. Michigan Street

Milwaukee, WI 53202

Trustee

Management Consultant, formerly Chairman, CEO of Chicago
Board Options Exchange and former President of Paine Webber.
Other Directorships: Nicholas-Applegate Funds, Citigroup
Funds, Pimco Advisors LLP, Senele Group and UBS Management

James Clayburn LaForce, Born 1928 2002 1
615 E. Michigan Street

Milwaukee, WI 53202

Trustee

Dean Emeritus, John E. Anderson Graduate School of

Management, University of California, Los Angeles.

Other Directorships: The Payden & Rygel Investment

Group, The Metzler/Payden Investment Group,

Arena Pharmaceuticals and Cancervax

Donald E. O’'Connor, Born 1936 1997 1
615 E. Michigan Street

Milwaukee, WI 53202

Trustee

Financial Consultant, formerly Executive Vice President and

Chief Operating Officer of ICI Mutual Insurance Company

(until January, 1997).

Other Directorships: The Forward Funds

George J. Rebhan, Born 1934 2002 1
615 E. Michigan Street

Milwaukee, WI 53202

Trustee

Retired; formerly President, Hotchkis and Wiley Funds

(mutual funds) from 1985 to 1993.

Trustee: E*Trade Funds
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INFORMATION ABOUT TRUSTEES AND OFFICERS (Unaudited), Continued

Name, Age

Address Number of
Position held with Fund Trustee Portfolios
Principal Occupation(s) and other of Fund Overseen in
Directorships during past five years Since* | Fund Complex**
George T. Wofford III, Born 1939 1997 1

615 E. Michigan Street

Milwaukee, WI 53202

Trustee

Senior Vice President, Information Services, Federal Home
Loan Bank of San Francisco.

Other Directorships: None

INTERESTED TRUSTEE AND OFFICERS

Eric M. Banhazl, Born 1957*** 1997 1
615 E. Michigan Street

Milwaukee, WI 53202

Interested Trustee, President

Retired; formerly Senior Vice President, U.S. Bancorp Fund

Services, LLC, the Fund'’s administrator, from 2001 to 2006;

formerly, Executive Vice President, Investment Company

Administration, LLC (“ICA").

Robert M. Slotky, Born 1947 N/A N/A
2020 E. Financial Way

Glendora, CA 91741

Chief Compliance Officer, Vice President

Vice President, U.S. Bancorp Fund Services, LLC, the Fund’s

administrator (since July 2001); formerly Senior Vice President, ICA.

Rodney A. DeWalt, Born 1967 N/A N/A
615 E. Michigan Street

Milwaukee, WI 53202

Secretary, AML Officer

Senior Counsel, Fund Administration, U.S. Bancorp Fund Services,

LLC (since January 2003); Thrivent Financial for Lutherans

from 2000 to 2003; Attorney Private Practice, 1997 to 2000.
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INFORMATION ABOUT TRUSTEES AND OFFICERS (Unaudited), Continued

Name, Age

Address Number of
Position held with Fund Trustee Portfolios
Principal Occupation(s) and other of Fund Overseen in
Directorships during past five years Since* | Fund Complex**
Douglas G. Hess, Born 1967 N/A N/A

615 E. Michigan Street

Milwaukee, WI 53202

Treasurer

Vice President, Compliance and Administration, U.S. Bancorp
Fund Services, LLC (since March 1997).

* The term for each Trustee is indefinite.

** The Trust is comprised of numerous portfolios managed by unaffiliated investment
advisors. The term “Fund Complex” applies only to the Fund. The Fund does not
hold itself out as related to any other series within the Trust for investment purposes,
nor does it share the same investment advisor with any other series.

#** Mr. Banhazl is an “interested person” of the Trust as defined under the 1940 Act. Mr.
Banhazl is an interested person of the Trust by virtue of his prior affiliation with U.S.
Bancorp Fund Services, LLC.

The Statement of Additional Information includes additional information about
the Fund’s trustees and officers and is available, without charge, upon request
by calling 1-800-385-7003.
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BOARD REVIEW OF ADVISORY AGREEMENT

At a meeting held on December 12, 2006, the Board, including the Independent
Trustees, considered and approved the continuance of the Advisory Agreement
for an additional one-year term. Prior to the meeting, the Independent
Trustees had requested detailed information from the Advisor and the
Administrator regarding the Fund. This information, together with the
information provided to the Independent Trustees since the Fund's inception,
formed the primary (but not exclusive) basis for the Board’s determinations.
Below is a summary of certain factors considered by the Board and the
conclusions thereto that formed the basis for the Board approving the
continuance of the Advisory Agreement:

1.

The nature, extent and quality of the services provided and to be
provided by the Advisor under the Advisory Agreement. The Board
considered the Advisor’s specific responsibilities in all aspects of the day-to-
day investment management of the Fund. The Board considered the
qualifications, experience and responsibilities of the portfolio managers, as
well as the responsibilities of the key personnel at the Advisor involved in
the day-to-day activities of the Fund, including administration, marketing
and compliance. The Board noted the Advisor's commitment to
responsible Fund growth. The Board also considered the resources and
compliance structure of the Advisor, including information regarding its
compliance program, its chief compliance officer and the Advisor’s
compliance record, and the Advisor's business continuity plan. The Board
also considered the relationship between the Advisor and the Board, as well
as the Board’'s knowledge of the Advisor's operations, and noted that the
key investment personnel, including Paul Collins (the Advisor’s president),
were present at the December 12 meeting to discuss various investment
strategies, marketing and compliance topics in person with the Board. The
Board concluded that the Advisor had the quality and depth of personnel,
resources, investment methods and compliance policies and procedures
essential to performing its obligations under the Advisory Agreement and
that the nature, overall quality, cost and extent of such investment advisory
services were satisfactory and reliable.

The Fund’s historical year-to-date performance and the overall
performance of the Advisor. In assessing the quality of the portfolio
management services delivered by the Advisor, the Trustees reviewed the
short-term and long-term performance of the Fund on both an absolute
basis and in comparison to its peer group, as classified by Lipper, Inc., and
the S&P 500 Index (the “Benchmark Index”). The Board noted that Mr.
Collins was in the process of restructuring the portfolio and reducing the
number of positions in the portfolio.
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BOARD REVIEW OF ADVISORY AGREEMENT (Continued)

The Board noted that the Fund’s year-to-date performance as of October 31,
2006 was below the median of its peer group and the Benchmark Index.
The Board also noted that although the Fund’s one-year performance was
below the median of its peer group and ranked in the fourth quartile, the
performance for the Fund was not outside of the range of its peer group for
any period and that the portfolio restructuring efforts were designed to
address the recent performance issues. The Board also noted that the Fund
was not ideally matched to the Lipper category in which it had been
placed, and that placement in a more appropriate category comprised of
larger cap growth funds would likely have significantly improved the
Fund’s quartile ranking. The Trustees were satisfied that the Advisor had
identified the cause of underperformance and noted that the Fund’s five-
year performance was near the peer group median and ranked in the
second quartile for Socially Responsible Multi-Cap Core Funds. The Board
took into account the fact that the Fund'’s investments are subject to social
investment criteria, which may have resulted in the Fund not being able to
participate in certain market sectors. The Trustees also noted that during
the course of the year they had discussed various performance topics with
Mr. Collins and had been satisfied with the Advisor’s reports. The Board
also discussed with Mr. Collins changes within the Advisor’s organization.
The Board concluded that the Advisor’s performance overall was
satisfactory under current market conditions.

3. The costs of the services to be provided by the Advisor and the
structure of the Advisor’s fees under the Advisory Agreement. In
considering the advisory fee and total fees and expenses of the Fund, the
Board reviewed and compared the Fund'’s fees and expenses to those funds
in its peer group, as well as the fees and expenses for similar types of
accounts managed by the Advisor.

The Board noted that the Advisor had agreed to maintain an annual
expense ratio of 1.45%, which had been consistently and clearly disclosed
to shareholders as the expense ratio that shareholders should expect to
experience - and that the Advisor had honored its agreement in this
respect, resulting in a substantial contribution to the Fund in terms of
waived advisory fees. The Trustees noted that, while the Fund’s total
expense ratio was above its peer group median, the expense structure was
in line with the fees charged by the Advisor to its other investment
management clients and was in line with fees charged by socially
responsible investment funds. After taking into account this information
and considering all waivers and reimbursements, the Board concluded that
the fee paid to the Advisor was fair and reasonable.
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BOARD REVIEW OF ADVISORY AGREEMENT (Continued)

4.

Economies of Scale. The Board also considered whether the Fund was
experiencing economies of scale and concluded that there were limited
economies of scale at current asset levels, noting that the Advisor was still
waiving a substantial portion of its advisory fee in order to keep Fund
expenses down. The Board considered that the Fund would realize
economies of scale as Fund assets continued to grow even though certain
Fund expenses would increase with asset growth and assets had to grow
beyond the point where subsidization from the Advisor was no longer
necessary and/or had been recaptured.

The profits to be realized by the Advisor and its affiliates from their
relationship with the Fund. The Board reviewed the Advisor’s financial
information and took into account both the direct and indirect benefits to
the Advisor from advising the Fund. The Board considered that the Advisor
benefits from positive reputational value in advising the Fund. The Board
noted that the Advisor had subsidized and was continuing to subsidize a
portion of the Fund's operating expenses. The Board also considered the
Advisor’s estimate of the asset level at which the Fund would reach a break
even level by covering allocated overhead costs. After its review, the Board
determined that there was currently some profitability to the Advisor from
the Advisory Agreement but it did not consider profits to be excessive.
More importantly, the Board considered the financial soundness of the
Advisor from the perspective of evaluating the Advisor’s ability to continue
to subsidize the Fund until it reached a point where it could cover allocated
overhead costs. The Board concluded that the Advisor had adequate
resources to adequately support the Fund.

No single factor was determinative of the Board's decision to approve the
continuance of the Advisory Agreement; rather, the Trustees based their
determination on the total mix of information available to them. Based on a
consideration of all the factors in their totality, the Trustees determined that the
advisory arrangement with the Advisor, including the advisory fee, was fair and
reasonable to the Fund, and that the Fund’s shareholders were receiving
reasonable value in return for the advisory fees paid. The Board (including a
majority of the Independent Trustees) therefore determined that the
continuance of the Advisory Agreement was in the best interests of the Fund
and its shareholders.
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