
Investment Advisory Accounts

Mutual funds may be purchased in certain investment
advisory accounts, where available, with no front-end
sales charge or CDSC. (A short-term redemption fee
may apply.) Instead of paying a sales charge on each
transaction, you pay an annual fee to Davenport based
on a percentage of the value of the assets held in the
account in addition to the mutual fund’s annual expense
ratio. Many mutual fund companies offer share classes
other than A, B, or C for use in fee-based advisory
programs. The share classes available to fee-based
accounts may have different cost structures and
characteristics from those described above. The total
cost of investing and holding mutual fund shares
through a fee-based account may be more or less than
investing in mutual fund shares in a traditional
brokerage account, depending on the amount of the
asset-based fee, the specific mutual fund shares in
which you invested and the level of activity in your
account. Your Investment Executive will be happy to
answer any questions you may have about investing in
mutual funds through an investment advisory account.

Davenport & Investment Executive Compensation

In accordance with standard industry practice,
Davenport and its Investment Executives receive com-
pensation from the mutual fund companies in which
you invest. Typically, compensation is received at the
time a purchase is made. This amount may vary
among fund families and likely will be different
depending on the share class purchased. Additional
ongoing compensation (commonly known as “resid-
uals” or “trails”) may be received if mutual fund shares
are held for more than one year. Similar to the initial
compensation received, the amount of the residual
compensation likely will vary by fund company and
by share class. Please feel free to ask your Investment
Executive how he or she will be compensated on any
particular transaction.

Stay Involved and Be Proactive

Determining which share class is most suitable for you
is an ongoing process. Therefore, we encourage you to
regularly practice the following:

• Review a copy of the fund’s prospectus
• Carefully consider your investment time horizon
• Understand how breakpoints work
• Communicate with your Investment Executive

about changes in your objectives and holdings

To learn more about mutual funds and their costs, visit
the following websites:

US Securities and Exchange Commission at
www.sec.gov, FINRA at www.finra.org, the
Securities Industries and Financial Markets
Association at www.sifma.org or the Investment
Company Institute at www.ici.org.

Your Davenport Investment Executive is available to
provide you with any additional information you may
need or to answer questions you may have regarding
investing in mutual funds.

 Annual Notice to Clients

1. Margin Disclosure Statement
Securities purchased on margin are used by
Davenport & Company LLC (Davenport) as
collateral for the loan to you. If the securities in
your account decline in value, there is a corre-
sponding decline in the value of the collateral
supporting your loan and, as a result, Davenport
can take action, such as issue a margin call and/or
sell securities or other assets in any of your
accounts held at Davenport in order to maintain
the required equity in the account. It is important
that you fully understand the risks involved in
trading securities on margin.

These risks include the following:

• You can lose more funds than you deposit in the
margin account.

• Davenport can force the sale of securities or other
assets in your account(s).

• Davenport can sell your securities or other assets
without contacting you.

• You are not entitled to choose which securities or
other assets in your account(s) are liquidated or
sold to meet a margin call.

• Davenport can increase its “house” maintenance
margin requirements at any time and is not re-
quired to provide you advance written notice.

• You are not entitled to an extension of time on a
margin call.

2. Availability of Statement of Financial Condition
Davenport is permitted to provide you with periodic
reports of its Statement of Financial Condition,
as well as its Annual Report, by making them
available on its Internet website. Davenport asks
that you visit www.investdavenport.com to obtain
a current Statement of Financial Condition. Hard
copy versions of the full Statement of Financial
Condition may be obtained by calling (800)
846-6666. Upon receipt of your request, the
Statement of Financial Condition will be mailed
to you promptly at no charge.

3. Net Capital Requirement
Davenport is required by the SEC and NYSE to
maintain minimum net capital equal to the
greater of $1,500,000 or 2% of aggregate debit
balances arising from customer transactions. At
December 31, 2009, Davenport’s net capital of

$20,075,475 was 40% of aggregate debit balances
and was $18,575,475 in excess of the minimum
net capital required.

4. Privacy Pledge to Customers
Davenport considers the protection of sensitive
information to be a foundation of customer trust
and a sound business practice.We employ physical,
electronic, and procedural controls, and we adapt
these controls to respond to changing requirements
and advances in technology. Our Privacy Pledge
applies to only current or former individual
customers who obtain financial products or
services from Davenport primarily for personal,
family or household purposes. It does not apply
to partnerships, corporations, trusts or other non-
individual customers, clients, or account holders.

Davenport does not disclose any nonpublic
personal information about current or former
individual customers as defined above to anyone,
except as permitted or required by law. To
appropriately service your account(s) and better
understand your needs, we collect nonpublic
personal information about you from application
forms you complete, and other information pro-
vided by you, whether in writing, in person, by
telephone, electronically, or by any other means,
such as your name, address, social security number,
assets, income and debt. Additionally, we collect
information about your transactions with
Davenport, such as your account balances,
trading activity, payment history, and parties to
transactions.

We may disclose the information we collect, as
described above, to companies that perform
marketing services on our behalf or to other
financial institutions with whom we have joint
marketing agreements. We have agreements in
place with these companies that prohibit them
from disclosing or using the information except
as necessary for carrying out the purposes for
which we disclosed the information.

We also may disclose nonpublic personal informa-
tion about you to nonaffiliated third parties that
assist us in servicing your account(s); to securities
regulators as required by laws, rules and other
applicable legal requirements; to others pursuant
to subpoena; pursuant to your written request, or

as otherwise permitted or required by law.

We restrict access to your nonpublic personal
information to those employees and agents who
need to know this information. In addition, we
maintain physical, electronic, and procedural
safeguards to protect your nonpublic, personal
information.

As with any business policy, we must respond to
changes in the law or in our business needs. Ac-
cordingly, we reserve the right to modify our
Privacy Pledge as permitted or required by law.

5. Rights Concerning Electronic Transfers
As required under Regulation E of the Board of
Governors of the Federal Reserve System, the
following is notification of your rights concerning
electronic transfers processed in your Davenport
account.

In case of errors or questions about your
Electronic Transfers, call or write to:

Davenport & Company LLC
Attn: Supervisor of Operations/Money Market Area
Post Office Box 85678
Richmond VA 23285-5678
Tel: (804) 780-2000 Toll-free: (800) 846-6666

If you believe your statement contains an incorrect
electronic transfer, or if you need more information
about an electronic fund transfer listed on the
statement, you must contact Davenport no later
than 60 days after we sent the first statement on
which the problem or error appeared. In your
communication, please:

• Indicate your name and account number.
• Describe the error or the transfer you are unsure

about and explain why you believe it is incorrect,
or why you need more information.

• State the dollar amount of the suspected error. If
your concern is made orally, you may be required to
document your question or complaint in writing
within 10 business days of the oral notification.

Davenport will disclose the results of its investi-
gation no later than 10 business days from the

• Including the value of holdings in accounts of certain
related parties, such as a spouse or minor children.

Under their ROA policy, mutual fund companies
typically allow investors to include existing holdings in
multiple accounts, such as IRAs or accounts at other
brokerage firms, to qualify for breakpoint discounts.
Some fund companies may even allow holdings of all
share classes including B and C shares to be included
for the purposes of breakpoint calculation.

ROA Example:

An investor currently owns $18,000 of Class A shares
in the XYZ Fund and wishes to purchase $10,000 of
Class A shares in another fund offered by the same
fund company. Using the sample breakpoint schedule
the charge would be 4.25% on the $10,000 investment,
not 5.00% (based on total aggregate amount of $28,000).

Breakpoints described earlier apply to ROAs.

Letters of Intent (LOI) may be beneficial to investors
who intend to invest a certain amount over a specified
period of time (usually 13-months) and the total
investment will be equal to or exceed the amount
needed to qualify for a breakpoint discount.

Signing an LOI commits an investor to purchase a
specified dollar amount of Class A shares within a
defined period of time. If investors fail to invest the
amount stated in their LOI, the fund will retroactively
collect the applicable higher fee as indicated in the
breakpoint schedule.

LOI Example:

An investor plans to purchase $50,000 worth of Class A
shares over a period of 13 months (investing approx-
imately $3,847 a month). Signing an LOI will entitle
the investor to the $50,000 breakpoint for each purchase
rather than paying the higher sales charge.

Additionally, some funds offer retroactive LOIs that
may permit investors to use recently purchased funds
to qualify for a breakpoint discount.

If you intend to make several purchases within a
13-month period, you should consult your Investment
Executive and the mutual fund prospectus to determine
if it would be beneficial for you to sign a Letter of Intent.

Class B Shares typically do not impose a front-end
sales charge; therefore, all of your money is immediately
invested. Class B shares usually have higher asset-based
fees than Class A shares. This means that your overall
annual expenses (as measured by the total expense ratio) are
usually higher, which will reduce the return on your
investment.

If you sell your Class B shares within a certain number
of years you may encounter a contingent deferred
sales charge (CDSC). This means that you will incur
a fee to sell your mutual fund. Typically, the CDSC is
reduced each year you hold your shares and eventually
is eliminated. Most Class B shares “convert” into Class
A shares after a pre-determined time period. Once
converted, these shares charge the same annual oper-
ating expenses as Class A shares. Therefore, Class B

shares may be more suitable for long-term investors
making smaller investments that would not be eligi-
ble for a breakpoint. In light of this, most fund com-
panies have a maximum dollar amount for B share
purchases.

Selling Class B shares during the period in which the
CDSC applies can significantly diminish the overall
return on your investment, especially when you consider
the higher annual expenses charged on Class B shares.

Class C Shares —The full dollar amount is immediately
invested because typically these shares do not impose
a front-end sales charge. However, Class C shares generally
impose a contingent deferred sales charge (CDSC),
usually 1%, if you sell your shares within a short time
(usually one year) after purchase. Typically, Class C
shares impose higher annual operating expenses than
Class A shares primarily due to higher asset-based
sales charges. Usually, Class C shares do not convert to
Class A shares; rather, they continue to charge higher
annual expenses for as long as the shares are held.
Therefore, Class C shares may be more appropriate for
investors with a short-term or uncertain holding period.
Investors should recognize they are paying higher
expenses for greater liquidity.

Class C shares may be less expensive than Class A or
B shares if you have a shorter-term investment period,
because you will pay little or no sales charge. If you
hold your shares for a longer time period your total ex-
penses will likely be higher than Class A or B shares.

When purchasing Class B or C shares, investors can-
not take advantage of breakpoint discounts generally
available on purchases of Class A shares.

Other Sales Charge Waivers

Right to Exchange: Most mutual fund companies offer
investors a right to exchange their holdings of one fund
for another fund within the same fund family without
incurring an additional sales charge. Various conditions
and restrictions may apply, depending on the fund
company. The prospectus will outline the terms
governing whether or not an investor can avoid paying
a sales charge on an exchange. Please note that an exchange
may be considered a taxable event.

Reinstatement Feature: Most fund companies allow
investors who previously owned shares in a mutual
fund to repurchase shares in the same fund (or in
another fund within the same fund family) without
paying an additional sales charge. Some restrictions
may apply, such as time limitations in which the
reinstatement privilege may be exercised (for example,
within 90 days of the redemption). Depending on the
terms stated in the prospectus, a CDSC paid by the
investor at the time of sale may be reimbursed upon
reinstatement.

Additionally, a limited number of fund families offer a
NAV transfer privilege that allows investors to purchase
shares at NAV if the monies being invested are the pro-
ceeds from the sale of shares of a different fund family
on which the investor previously paid a sales charge.
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determines that Davenport is unable to continue
business following a significant disaster, the
BCRT would implement procedures to ensure
client’s access to funds and securities.

Modifications to the BCP are made as warranted
based on changing circumstances and needs. Any
resulting revisions to this disclosure are included
on our website at www.investdavenport.com.
Alternatively, clients may request a copy of the
most recent disclosure by mail.

In the event that Davenport must implement its BCP,
clients may contact us at (800) 913-4685 or view our
emergency website at www.investdavenport911.com.

16. Important Information on Mutual Funds
Mutual Funds offer the benefits of diversification,
professional management, liquidity, choice and
convenience. Before you invest, it is important to
have a general understanding of mutual funds
and to be aware of the costs associated with them.

Although this guide will give you a general
understanding of mutual fund costs, each fund’s
cost structure is different. Also, the overall cost of
investing in mutual funds will vary depending on
whether you purchase funds in a traditional
brokerage account, or investment advisory account.
For more information about a mutual fund’s
costs, you should read the fund’s prospectus and
discuss any questions you have with your
Investment Executive. Together, you and your
Investment Executive can select the appropriate
mutual funds, share class, and type of invest-
ment account that best matches your unique
investment goals and objectives.

Mutual Fund Terminology

Net Asset Value (NAV): The value of one fund share
generally is calculated at the end of each business day.
The NAV is determined by totaling the value of the
fund’s assets, deducting from the total all expenses, and
dividing this figure by the number of shares out-
standing. A fund’s NAV will increase or decrease with
market fluctuations.

Asset-based fees: The operating expenses and service
fees associated with managing a mutual fund. The pri-
mary asset-based fee is the management fee, which is
an ongoing fee charged by a fund’s investment adviser,
and a marketing and distribution fee, commonly
referred to as a “12b-1” fee. These ongoing fees are
deducted from the fund’s assets and may be used to
pay for marketing costs or to compensate brokerage
firms for maintaining the accounts of current share-
holders. By reducing the amount of a fund’s assets (that
otherwise would be available for investment), the fees
may reduce the return on your investment. Most
funds, regardless of share class, charge asset-based fees.
Share classes with back-end sales charges (e.g., Class B
or C shares), often have higher asset-based fees than
share classes with front-end sales charges (Class A);
however, share classes with back-end sales charges
may, in some later year, convert to a share class with
lower asset-based fees.

• Commit to purchasing mutual fund shares over a
specified period of time (Letter of Intent).

• Have certain family members who hold funds in
the same fund family.

• Usually there are several breakpoint levels. The
more money you invest, the greater the breakpoint
reduction. Below is a sample breakpoint schedule.

Breakpoint Example:

An investor decides to purchase $15,000 in Class A
shares. Using the sample breakpoint schedule provided,
the investor would encounter a 5.00% sales charge.
Therefore, $14,250 will be immediately invested and
$750 will be paid as a fee and, therefore, will not be
invested.

The breakpoints offered by fund companies vary.
Mutual fund companies are not required to offer
breakpoint discounts on front-end load funds, and
breakpoint schedules are set by each fund company.
Breakpoint schedules, if offered, will vary among fund
companies. Please obtain a fund prospectus to review
the breakpoints offered.

Breakpoint Discounts

It is important to understand the availability of break-
point discounts because they may allow investors to
purchase Class A shares at a lower price. Mutual funds
typically provide breakpoint discounts to investors
who make large purchases at one time. The extent of
the discount depends upon the size of the purchase.
Generally, as the amount of the purchase increases,
the percentage used to determine the sales charge de-
creases. In some cases, the entire sales charge may be
waived for investors who make very large purchases.
Most mutual fund companies offer investors a variety
of ways to qualify for breakpoint discounts on Class A
share purchases. For example, most mutual funds
allow investors to qualify for breakpoint discounts
based upon current holdings from prior purchases,
through “Rights of Accumulation,” and based upon
future purchases through “Letters of Intent.”

Although we are providing general information on
some of the various ways to qualify for a breakpoint,
please keep in mind that all mutual fund companies
do not have the same rules regarding the availability
of Rights of Accumulation and Letters of Intent.
Therefore, you should discuss these issues with your
Investment Executive and review the mutual fund
prospectus to determine the specific terms upon
which a mutual fund company offers these privileges.

Rights of Accumulation (ROA) may allow investors
to reach a breakpoint by:

• Combining both the current and previous fund
transactions made in the same mutual fund or dif-
ferent funds within the same mutual fund family.

SSAAMMPPLLEE  BBRREEAAKK  PPOOIINNTT  SSCCHHEEDDUULLEE
<25,000 5.00%

25,000 but less than 50,000 4.25%

50,000 but less than 100,000 3.75%

100,000 but less than 250,000 3.25%

250,000 but less than 500,000 2.50%

500,000 but less than 1,000,000 1.50%

1,000,000 and above 0.00%

This is merely a sample schedule of Class A Shares.

date your question is received, and any error will
be corrected promptly; however, if Davenport 
requires more time for its investigation, a period
of up to 45 days may elapse while your complaint
or question is researched. If an extended period
of research is decided upon, your account will be
credited, within 10 business days of the decision,
for the amount in question, in order for you to
have use of the funds during the time it takes for
the investigation to be completed. If you are
asked to put your question or complaint in writing
and it is not received by Davenport within 10
business days, your account may not be credited.
If it is determined that there was not an error, you
will receive a written explanation three business
days from the date the investigation is completed.
You may ask for copies of the documents used in
the investigation. 

If you have any questions regarding the above
message, please contact your Investment Executive,
or call the Operations/Money Market Area at
(804) 780-2077 or (800) 846-6666.

6. Order Routing Information Pursuant to Securities
and Exchange Act Rule 606
Davenport is committed to seeking the best pos-
sible executions for its customers’ orders. To ac-
complish this, customer orders are directed to var-
ious market centers that Davenport believes
provide superior executions. Upon written re-
quest, Davenport will identify where a particular
customer order for execution was routed during
the past six months along with the execution
time and whether the order was directed or non-
directed.

In addition, quarterly reports are prepared pur-
suant to Rule 606 that identify where customers’
non-directed orders in covered securities are sent
for execution, along with the nature of Daven-
port’s relationship with the various market cen-
ters that received those orders. The most recent
quarterly report that details this order routing in-
formation is available on Davenport’s website at
www.investdavenport.com, and a written copy
will be furnished upon request.

7. Payment for Order Flow Pursuant to Securities
and Exchange Act Rule 607
Davenport does not receive payment for order flow.

8. FINRA BrokerCheck Brochure
BrokerCheck is a free tool to help investors research
the professional backgrounds of current and 
former FINRA-registered brokerage firms and 
brokers. To obtain information or a brochure you
may utilize the tool interactively at www.finra.org
or call toll-free (800) 289-9999.

9. Customer Account Information
In order to properly service your account, it is 
important that we have current information on
file regarding your investment objectives and 
financial situation. Please notify your Investment
Executive promptly of any material changes in

your account information so that we can update
our records.

10. Investment Advisory Services Brochure
In accordance with SEC requirements, Davenport
has prepared a written disclosure document that
describes our investment advisory programs and
discloses potential conflicts of interest that may
exist between Davenport and our clients. This
document is updated periodically to reflect
changes in the details of our advisory programs. 

If you would like a current copy of the disclosure
document, please contact your Investment 
Executive or Davenport’s Compliance Department
at (800) 846-6666.

11. Account Inquiries
All inquiries or concerns regarding your account
or its activity should be directed to the branch
manager of the office servicing your account. You
may also want to contact our Compliance 
Department:

Davenport & Company LLC
Attn: Compliance Department
Post Office Box 85678
Richmond VA 23285-5678
Tel: (804) 780-2000  Toll-free: (800) 846-6666

12. Systematic Mutual Fund Transactions
Customers who have established Electronic 
Automated Systematic Investments (EASI Plan)
for their mutual fund transactions will receive
written information describing the details of each
transaction effected pursuant to the EASI Plan
on their monthly and/or quarterly account state-
ments in lieu of receiving immediate trade 
confirmations. Specific information regarding
individual transactions processed pursuant to the
EASI Plan will be furnished at any time upon
written request.

13. Relationships with Third Parties
Like many securities firms, Davenport & 
Company receives payments from third parties
whose products we distribute, including mutual
fund companies, cash sweep products and 
insurance companies. Payments from mutual
funds, cash sweep products, and insurance 
companies may include sales loads, rule 12b-1
fees, sub-transfer agent fees for maintaining cus-
tomer account information and providing other
administrative services for the mutual funds,
shareholder accounting fees and networking fees
and reimbursements for education, marketing
support and training-related expenses. 

In addition, Davenport & Company has entered
into a “revenue sharing” arrangement with the
adviser and distributor of the cash sweep prod-
ucts used for cash management services. Daven-
port & Company believes that all payments are
in accordance with industry rules and regulations
as currently in effect. The maximum aggregate
payment that Davenport & Company receives

from cash sweep products (including an adviser
or distributor thereof ) ranges from 0.00% to
0.88% annually, depending on fund type and
share class. 

Please contact your Investment Executive if you
have any questions regarding such relationships,
payments, or the extent to which your Invest-
ment Executive benefits therefrom. You should
also refer to the prospectuses and Statements of
Additional Information of the mutual funds,
cash sweep products, and insurance products in
which you invest for further information regarding
such payments. 

14. Account Protection
All accounts carried by Davenport & Company
are protected by the Securities Investor Protection
Corporation (SIPC) up to $500,000 per eligible
account, subject to a $100,000 limit on cash balances
pending investment. Further information about
SIPC, including the SIPC brochure, may be 
obtained by calling SIPC at (202) 371-8300 or
by visiting the SIPC website at www.sipc.org.  

Cash balances deposited into the IDP Account
sweep option are not covered by SIPC, these cash
balances are insured by the FDIC, up to applicable
FDIC limits. The maximum standard FDIC 
deposit insurance limit is currently $250,000 per
customer, per bank. Additional information
about FDIC coverage may be obtained by phone
at (877) 275-3342 or by accessing the FDIC
website at: www.fdic.gov. For further details
about the IDP ask your Investment Executive for
a copy of the IDP Terms and Conditions.

15. Business Continuity Plan
Davenport maintains a Business Continuity Plan
(“BCP”), which documents procedures to assess
and respond to a business disruption. The BCP
accounts for a variety of interruptions including
those that could solely affect Davenport, or a
building, business district, city or region in which
Davenport conducts business. The BCP provides
that the Business Continuity Response Team
(“BCRT”) assess the severity of any disruption
and activate the Recovery Team members and
procedures accordingly.

Davenport maintains a back-up data and com-
munications facility that is geographically separated
from our primary facility. Should there be a 
disruption to our primary facility or business 
district, Davenport can relocate critical personnel
to the back-up facility to maintain communication
with clients and provide access to cash and secu-
rities. Further, each branch office has been assigned
primary and secondary back-up branches where
employees can report to conduct business during
an interruption.

If a business disruption occurs, Davenport intends
to continue to conduct its business and minimize
the recovery time necessary to resume normal
operations. In the unlikely event the BCRT 

Expense Ratio: The percentage of a fund’s assets used
to pay for operating expenses, management fees, 12b-1
fees, and administrative expenses incurred by the fund,
with the exception of transaction costs. These ex-
penses are deducted from the fund’s assets; therefore,
they lower the value of your investment. A fund’s 
expense ratio will help you compare the annual 
expenses amongst various funds.

• When analyzing expenses, consider the fund’s 
objective and its size.

• Certain funds, such as foreign equity funds, have
higher costs; and, therefore, higher expense ratios.

• On average, smaller funds may have higher 
expense ratios than larger funds because they do
not benefit from economies of scale.

Understanding Class Shares

A single mutual fund may offer more than one “class”
of its shares to investors. Each class will invest in the
same portfolio of securities and will have the same in-
vestment objectives and policies; however, each class
will have different shareholder services and/or distri-
bution arrangements with different fees and expenses;
and, therefore, different performance results.

When deciding which share class is best suited for your
individual needs, investors should carefully consider
the following questions:

• How long do you plan to hold the fund?
• What is the size of your investment?
• Do your family members have existing holdings 

in this fund family?
• Do you plan to take any distributions in the near future?
• Does your purchase qualify for a breakpoint 

(discussed below) discount?
• What are the expenses that you will pay for each

share class?
• Are you purchasing the fund through a traditional

brokerage account, fee-based brokerage account or
investment advisory account?

Based on the answers to questions such as these, you
may find one share class more appropriate than another.
The most common classes of mutual funds are “Class
A,” “Class B,” and “Class C.” Although most mutual
funds adhere to the following general definitions, it is
important to note that share classes may differ among
funds. You should review each mutual fund’s prospectus
and Statement of Additional Information for specific
information regarding the fees and expenses associated
with each mutual fund. Both the prospectus and
Statement of Additional Information are available
from your Investment Executive and from the 
respective fund companies.

Class A shares usually charge a one-time, front-end sales
charge or “load” that is deducted from your initial 
investment. In addition to the front-end sales charge,
Class A shares also impose asset-based fees. The asset-
based fees for Class A shares are often lower than those
charged for Class B and Class C shares, which generally
means the annual expense ratio for Class A shares tends
to be lower. Class A shares may offer a discount, called
a “breakpoint,” on the front-end sales charge if you:

• Make a large purchase within the same fund family.
• Already hold other mutual funds offered by the

same fund family (Rights of Accumulation).
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