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Management and Administration

Registered Office

291, route d'Arlon, L-1150 Luxembourg
R.C.S. Luxembourg N° B 98 874

Board of Directors

Roger Hartmann, Chairman of the Board
Managing Director
UBS {Luxembourg) S.A., Luxembourg

Pierre Delandmeter, Director
Attorney at law, Luxembourg

René Egger, Director

{since 15 December 2005)
Managing Director

UBS (Luxembourg) S.A., Luxembourg

Alain Hondequin, Birector
Executive Director
UBS {Luxembourg) S.A., Luxembourg

Patrick Littaye, Director (since 26 June 2006)
Member of the Board

Access International Advisors (Luxembourg),
Luxembourg S.A.

Hermann Kranz, Director
Managing Director
UBS (Luxembourg) S.A., Luxembourg

Day to Day Manager

Isabelfe Asseray
Director, UBS Fund Services {Luxembourg) S.A.,
Luxembourg

Valérie Bernard
Director, UBS Fund Services (Luxembourg) S.A.,
Luxembourg

Christophe Hilbert
Associate Director, UBS Fund Services
(Luxembourg) S.A., Luxembourg

Management Company

UBS Third Party Management Company S.A.,
291, route d’Arlon, L-1150 Luxembourg

Annual Repart as of 31 December 2006

Portfolio Manager

UBS Third Party Management Company 5.A.

Portfolio Advisor to the Portfolio Manager
Access International Advisors, LLC,

509 Madison Avenue, 22™Floor,

New York, NY 10022 USA

Custodian Bank and main Paying Agent
UBS (Luxembourg) S.A.,

36-38, Grand-Rue, L-1660 Luxembourg
Administrative Agent

UBS Fund Services (Luxembourg) S.A.,

291, route d'Arlon, L-1150 Luxerbourg

Legal Advisor in Luxembourg

Pierre Delandmeter,

8-10, Avenue Marie-Therese, L-2132 Luxembourg
independent Auditors of the Company
Ernst & Young S.A,

7, Parc d'Activité Syrdall, L-5365 Munsbach

Distributor

UBS (Luxembourg) S.A.,
36-38, Grand-Rue, L-1660 Luxembouirg

The sales prospectus and the simplified prospectuses, the articles of
association of the company, the annual and semi-annua’ reports as
wel! as the portfolio movements of the company mentioned in this
publication are available free of charge at the sales agencies and at
the registered cffice of the company.

Board Members: Andreas jacobs, Managing Director UBS AG,
Member and Chairman, Dirk Spiegel, Executive Director UBS AG,
Member, Gerhard Fusenig, Managing Director UBS AG, Member,
Aloyse Hemmen, Executive Director, UBS Fund Services (Luxem-
bourg) S.A., Member, Gilbert Schintgen, Executive Direcior UBS
Fund Services {Luxembourg) S.A., Member.
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Features of the company

LUXALPHA SICAV (hereinafter called the “company”)
is an investment company qualifying as a “société
d'investissement a capital variable” (SICAV} with mul-
tiple subfunds under the laws of the Grand Duchy of
Luxembourg, which envisages 1o invest in transferable
securities, in accordance with the investment policy of
each particular subfund.

LUXALPHA SICAV was incorporated on 5 February
2004 as an open-end investment company under Lux-
embourg law in the legal form of a share company (so-
ciété anonyme) having the status of an investment
company with variable capital (Société d‘investisse-
ment a capital variable) in accordance with Part| of the
Luxembourg law relating to undertakings for collec-
tive investment enacted on 20 December 2002. The
company is entered under N° B 98 874 in the Luxem-
bourg Commercial Register.

LUXALPHA SICAV is characterised by an "umbrella
construction” which comprises several specific portfo-
lios of assets known as “subfunds™ for each of which
various classes of shares may be issued”. Such shares
belonging to a particular category shall hereinafter
also be called “subfund shares”.

At the date of this report, twe categories of shares are
available in the subfund LUXALPHA SICAV — American
Selection:

— Category A Shares: USD shares

— Category B Shares: EUR shares

The Category A shares:
USD Shares are denominated in USD and participate
in the portfolio according to their entitlements.

The Category B shares:

EUR Shares are denominated in EUR, participate in the
portfolio according to their entitlements and seek to
benefit from a specific hedging complement under
which the non-EUR portfolio assets attributable to it
are intended to be hedged against the EUR on a roll-
over monthiy basis; the hedging costs are born by the
Category B shares,

The entirety of the subfunds’ net assets forms the to-
tal net assets of the company, which at any time
correspond to the share capital cf the company and
consist of fully paid in and non-par-value shares (the
“sharas”).

At general meetings, the shareholder has the right to
one vote per share held, irrespective of the difference
in value of shares in the respective subfunds. Shares of
a particular subfund carry the right of one vote per
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share held when voting at meetings affecting this sub-
fund.

The company is a single legal entity and the assets of
a particular subfund are only applicable to the debts,
engagements and obligations of that subfund. In re-
spect of the relationship between the shareholders,
each subfund is treated as a separate entity. The com-
pany is unlimited with regard to duration and total as-
sets.

The Articles of Association were published in the
"Mémorial, Recueil des Sociétés et Associations”,
hereinafter called "Mémorial”, the official gazette of
the Grand Duchy of Luxembourg, of 28 February
2004, and were deposited together with the legal
notice concerning the issue of the company’s shares
at the Commercial and Company Register of the
District Court of Luxembourg. Any amendment must
be published in the "Mémorial”. Such amendments
become legally binding in respect of all shareholders
subsequent to their approval by the general meeting
of the shareholders.

UBS Third Party Management Company S.A., incorpc-
rated under chapter 13 of the Law and having its reg-
istered office at 291, route d'Arlon, £-1150 Luxem-
bourg, has been appointed to act as the Management
Company of the company (the “Management Com-
pany”) the 22 September 2006.

The financial year of the company ends the tast day of
December.

The ordinary general meeting shall be held each year
on the 15" day of May at 11.30 a.m. at the registered
office of the company or at any address specified in
the notice of meeting. If the 15" day of May happens
to be a holiday, the ordinary general meeting shail be
held on the next following business day.

The Board of Directors reserves the right to launch
new subfunds, at any point in time. The offering
memorandum and investment policy of such subfunds
are to be communicated through a revised Prospec-
tus. in compliance with the regulations laid down in
“Liguidation and merging of the company and its sub-
funds”, the Board of Directors reserves the right to
liquidate or to merge certain subfunds.

No subscription may be accepted on the basis of the
financial reports. Subscriptions are accepted only on
the basis of the current prospectus accompanied by
the latest annual report and the latest semi-annual
report if available.

3
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Independent Auditor’s"Réport

To the Shareholders of

LUXALPHA SICAV
291, route d'Arlon,
1-1150 Luxembourg

Report on the financial statements

We have audited the accompanying financial state-
ments of LUXALPHA SICAV, which comprise the state-
ment of net assets and the statement of investments
in securities and other net assets as at 31 December
2006 and the statement of operations and statement
of changes in net assets for the year then ended, and
the notes to the financial statements including a
summary of significant accounting policies and other
expianatory notes. '

Responsibility of the Board of Directors of the
SICAV for the financial statements

The Board of Directors of the SICAV is responsible for
the preparation and fair presentation of these finan-
cial statements in accordance with Luxembourg legal
and regulatory requirements relating to the prepara-
tion of the financial statements. This responsibility in-
cludes: designing, implementing and maintaining in-
ternal control relevant to the preparation and fair pre-
sentation of financial statements that are free from
material misstatement, whether due to fraud or error,
selecting and applying appropriate accounting poli-
cies, and making accounting estimates that are rea-
sonable in the circumstances.

Responsibility of the “Réviseur d’Entreprises”

Qur responsibility is to express an opinian on these
financial statements based on our audit. We conduct-
ed our audit in accordance with International Stan-
dards on Auditing as adopted by the “institut des
Réviseurs d'Entreprises”. Those standards require that
we comply with ethical requirements and plan and
perform the audit to obtain reascnable assurance
whether the financial statements are free from mate-
rial misstaternent.

4
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An audit involves performing procedures to obtain au-
dit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend
on the judgement of the “Réviseur d’Entreprises”, in-
cluding the assessment of the risks of material mis-
statement of the financial statements, whether due to
fraud or error. In making those risk assessments, the
“Reéviseur d’Entreprises” considers internal conirol
relevant to the entity's preparation and fair presenta-
tion of the financial statements in order to design au-
dit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appro-
priateness of accounting policies used and the reason-
ableness of accounting estimates made by the Board
of Directors, as well as evaluating the overalt presen-
tation cf the financial statements.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements give a true and
fair view of the financial position of LUXALPHA SICAV
as of 31 December 2006, and of the results of its op-
erations and changes in its net assets for the year then
ended in accordance with the Luxembourg legal and
regulatory requirements relating to the preparation of
the financial statements.

Supplementary information included in the annual re-
port has been reviewed in the context of our mandate
but has not been subject to specific audit procedures
carried out in accordance with the standards de-
scribed above. Consequently, we express no opinion
on such information. However, we have no observa-
tion to make concerning such information in the con-
text of the financial statements taken as a whole.

Luxembourg, 6 March 2007
ERNST & YOUNG

Société Anonyme
Réviseur d’Entreprises

Do
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i Three-year comparison

R R OO

3 Y ;- ek S
1382 000 628.94 885 B32 694.77 719952 500.72

UsD

Net assets in

Shares outstanding

161 457.3340 77309 161.1500
1 14.1 ] ] ] 1 052.05

246 575.8030
1255.14

‘ €65504.5850  524431.8900 4188819270

} Net asset value per share in EUR 1220.45 1133.91 1061.44

Report of the Portfolio Manager Structure of the Securities Portfolio

Luxalpha SICAV was originally launched on 19 March
2004 with two categories of shares, a US Dollar cat-
egory (Category A) and a Euro category (Category B).
The investment program of the Fund is to invest in a
basket of approximately 46 US stocks which are rep-
resentative of the S&P 100 Index and at the same
time purchase S&P100 Index put options and sell
S&P100 call options , both having the same maturity
date, in such a way that the capital invested is fully
protected at the maturity date of the options.

Countries & central governments B ' T 98,18

The fund is invested to produce absolute returns.
From 1 January 2006 to 31 December 2006 the Fund
was invested in its investment program, in line with
the investment mandate, for a total of approximately
260 days out of a total of 365 days i.e. for 71% of
I the time. For the other 105 days when it was not
; invested in the program (29% of the time) the Fund’s
assets were invested in short dated US Government
Treasury Bills. During the year 2006 the Fund’s US
Dollar category gained 10.25% and the Fund’s Euro
category gained 7.63%

# The notes are an integral part of the financial statements. 5
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Annual Report as of 31 December 2006
LUXALPHA SICAV — American Selection

Statement of Net Assets

usp
0b!

s in securities, ¢ost 1 356 062 437.75
Investments in securities, unrealized appreciation (depreciation) 929 186.21
Total investments in securities (Note 1) 1 356 991 623.96
Cash at banks, deposits on derand and deposit accounts 19 437 928.40
Time deposits and fiduciary deposits 23 735 700.01
Interest receivable on liquid assets 4747.14
Receivable on dividends 816 227.36
Formation expenses, net (Note 1) 62 121.73
U [¢ i 5
Payable on redemptlons -15 377 311.67
Provisions for Investment Advisory fees (Note 2} -869 711.94
Provisions for Performance fee {(Note 2) -2 776 795.70
Provisions for custodian bank fees (Note 2) 216 605.64
Provisions for taxe d’abonnement (Note 3) -169 155,78
Provisions for audit fees, legal and economic advice (Note 2) -103 414.44
Provisions for other commissions and fees (Note 2) -54 151.41
Provisions for other taxes -149 840.23

—4 339675.14

Total provisions

Statement of Operations
usb

Interest on liquid assets and bank overdraft v . ' 745 233.73

Interest on securities 871.29
Dividends 12 638 185.26
{ 8 982 898.
Performance fee (Note 2) -11 886 992.90
Custodian hank fees (Note 2) -2 251282.71
Taxe d'abonnement (Note 3} -608 532,70
Government fees (Nate 2) -7 320.00
Audit fees, legal and economic advice (Nate 2) -67 387 81
Publications, printing costs and publicity (Ncte 2) ~710.32
Amortization of formation expenses (Note 1} ~27 779.26
Other commissions and fees (Note 2) =715 212.25

B 16:52]

Realized galn (Ioss) on rnarket pnCEd securities without options 91 023 685.65
Realized gain (loss) on options 10271 179.00
Realized gain (loss) on yield-evaluated securities and money market instruments 16 595 298,03
Realized gain (loss) on forward foreign exchange contracts 56 847 721.73
Total realized gain {loss} on investments 174 741 884.41
Realized gain (loss) on foreign exchange 8 B38 332.25

ang
Unreahzed apprediation (depreoatlon) on market-priced securities without options 486 631.95
Unrealized appreciation (depreciation) on yield-evaluated securities and money market instruments 0.04
Unrealized appreciation (deprecwatlon) on forward foreign exchange contracts 12 533 063.07

6 The notes are an integrai part of the financial statements. l
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Annual Report as of 31 December 2006
LUXALPHA SICAV — American Selection

i Statement of Changes in Net Assets
usD

Net assets at the beginingof the financlal year ' ’ ‘ T 8

32 654.77

Subscriptions 552 419 586.84

! Redemptions -241 688 338,05
Total net subscriptions {redemptions) 310731 248.79

i Net income on investments -11 163 826.34

Total realized gain {loss) 183 580 216.66

. Tota! changes in unrealized appreciation (depreciation) 13 019 695,06
: Net increase (decrease) in net assets as a result of operations 185 436 085.38
B o o BEET ]

RS AL ¥ L DT e

c|s ; ; g FHER ;. ] FanEn A =

! Number of shares outstanding at the beginning of the financial year 161 457.3340
Number of shares issued 107 758.8530

-22 240.4840
RABHTEET

i Number of shares redeemed

ass o

Number of shares outstanding at the beginning of the financial year 524 431.8900
Number of shares issued 285 463.3720
Nurnber of shares redeemed —-144 350.6770

’ The notes are an integral part of the financial statements. 7
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Annual Report as of 31 December 2006
LUXALPHA SICAV — American Selection

Statement of Investments in Securities and other Net Assets as of 31 December 2006

Transferable securities and money market instruments traded on another regulated market

Treasury bills, zero coupon

Total USD 1356 584 094.96 93.18

Total Treasury bills, zero coupon 1356 984 054.96 98.18

Total Transferable securities and money market Instruments traded on another
requlated market 1356 984 094.96 98.18

Transferable securities and money market instruments not listed on an official stock exchange and not traded on another
regulated market

Investment certificates, open end

United States

$Lgyin) &
Total United States 7 529.00 0.00
Total Investment certificates, open end 7 529.00 0.00
Total Transferable securities and money market instruments not listed on an official
stock exchange and not traded oh ancother requlated market 7 529.00 9.00
Total investments In securitles 1356 991 623.96 98.18

Forward Foreign Exchange contracts

Forward Foreign Exchange contracts (Purchase/Sale)

EUR ust 3 317 7104

Total Forward Foreign Exchange contracts (Purchase/Sale) 668 667.15 0.05

¢ e 5 x &

Total net assets 1382 000 028.94 100.00

8 The notes are an integral part of the financial statemenits. l
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Notes 1o the Financial Statements

Note 1 - Summary of significant accounting
policies

a) Calculation of the net asset value

The net asset value per share of the individual sub-
funds is calculated on such business day (hereinafter
called "Valuation Day”). In this context, “business
day” shall mean the usual bank business days (i.e.
each day on which banks are opened during normal
business hours) in Luxembourg with the exception of
some non-regulatory holidays.

The net asset value of each subfund is equal to the to-
tal assets of that subfund less its liabilities. The net as-
set value of each subfund will be expressed in the cur-
rency of the relevant subfund {except when there ex-
ists any state of affairs which, in the opinion of the
Board of Directors, makes the determination in the
currency of the relevant subfund either not reasonably
practical or prejudicial to the shareholders, the net as-
set value may temporarily be determined in such oth-
er currency as the Board of Directors may determine)
and shall be determined in respect of any Valuation
Day by dividing the total net assets of the subfund by
the number of its shares in circulation. The net asset
value per share of the individual subfunds is calculat-
ed on the basis of closing prices on each business day
in Luxembourg, unless otherwise described.

b} Valuation principles

— The value of securities which are listed on an official
stock exchange or traded on any other regulated
market will be valued at the last available price on
the principal market on which such security is trad-
ed, as furnished by a pricing service approved by the
Board of Directors.

- Based on the net acquisition price and by keeping
the calculated investment return constant, the value
of money market paper and of other debt securities
with a residual maturity of less than one year is suc-
cessively adjusted to the redemption price thereof.
In the event of material changes in market condi-
tions, the valuation basis is adjusted on the new
market yields;

- Debt securities with a residual maturity of more than
one year and other securities are valued at the last
available price, if they are listed on an official stock
exchange. If the same security is listed on several
stock exchanges, the last available price on the stock
exchange that represents the major market for this
security will apply;

Debt securities with a residual maturity of more than

one year and other securities are valued at the last

available price on this market, if they are not listed
on an official stock exchange, but traded on anoth-

The notes are an integral part of the financial statements.

Annual Report as of 31 December 2006

er regulated market, which is recognised, open to
the public and operating regutarly;

- If these prices are not in line with the market, the re-
spective securities, as well as the other legally admis-
sible assets, will be valued at their market value
which the company, acting in good faith, shall esti-
mate on the basis of the price likely to be obtained;

— Time deposits with an original maturity exceeding
30 days can be valued at their respective rate of re-
turn, provided the corresponding agreement be-
tween the credit institution holding the time de-
posits and the company stipulates that these time
deposits may be called at any time and that, if called
for repayment, their cash value corresponds to this
rate of return;

~ Any cash in hand or on deposit, notes payable on
demand, bills and accounts receivable, prepaid ex-
penses, cash dividends, interests declared or ac-
crued as aforesaid and not yet received shall be val-
ued at their full nominal value, unless in any case the
same is unlikely to be paid or received in full, in
which case the Board of Directors may value these
assets with a discount he may consider appropriate
to reflect the true value thereof. Liguid funds are val-
ued at their nominal value plus any accrued interest.

The company is authorised to temporarily apply other
adequate valuation principles for the assets of an indi-
vidual subfund if the aforementioned valuation crite-
ria appear impossible or inappropriate due to extraor-
dinary circumstances or events.

In the case of extensive redemption applications, the
company may establish the value of the shares of the
relevant subfund on the basis of the prices at which
the necessary sales of securities are effected. In such
an event, the same basis for calculation shall be ap-
plied for subscription and redemption applications
submitted at the same time.

¢) Net realized gain {loss) on sales of securities

The realized gains or losses on the sales of securities
are calculated on the basis of the average cost of the
securities sold.

d) Valuation of financial futures contracts

Financial futures contracts are valued based on the
latest available published price applicable on the valu-
ation date. Realized gains and losses and the changes
in unrealized gains and losses are recorded in the
statement of operations. The realized gains and loss-
es are calculated in accordance with the FIFO method,
i.e. the first contracts acquired are regarded as the first
to be sold.

9
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e) Valuation of forward foreign exchange contracts
The unreatized gain {loss) of outstanding forward for-
eign exchange contracts is valued on the basis of the
forward exchange rates prevailing at valuation date.

f) Conversion of fareign currencies

Bank accounts, other net assets and the valuation of
the investments in securities held denominated in cur-
rencies other than the reference currency of the dif-
ferent subfunds are converted at the mid closing spot
rates on the valuation date. Income and expenses de-
nominated in currencies other than the currency of
the different subfunds are converted at the mid clos-
ing spot rates at payment date. Gain or loss on foreign
exchange is included in the statement of operations.

The cost of securities denominated in currencies oth-
er than the reference currency of the different sub-
funds is converted at the mid closing spot rate prevail-
ing on the day of acquisition.

The following exchange rates were used as of 31 De-
cember 2006:

Exchange rates

usD t = EUR 0.758351

g) Accounting of securities’ portfolio transactions
The securities’ portfolio transactions are accounted for
the bank business day following the transaction dates.

h} Formation expenses

The expenditure involved in the initial jaunching and
marketing of the company, as well as the cost of
launching new subfunds and other extraordinary ex-
penses may be written off over a period of up to five
years. The costs of launching new subfunds will be
written off only by the respective subfund. The expen-
diture involved in establishing the company still out-
standing may only be written off by the subfunds
launched at the same time as the company was estab-
lished.

i) Securities Repurchase Agreements

The company may, for any subfund, engage in repur-
chase agreements on an ancillary basis. Repurchase
agreements involve the purchase and sale of securities
where the selier has the right or obligation to repur-
chase the securities sold from the buyer at a fixed price
and within a certain pericd stipulated by both parties
upon conclusion of the agreement.

10
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Jj} Techniques and Instruments for

Hedging Currency Risks

In order to protect its assets against the fluctuation of
currencies, each subfund may enter into transactions
the purpose of which is the sale of currency futures
contracts, sale of call options or the purchase of put
options in respect of currencies. The transactions re-
ferred to herein may only concern contracts which are
traded on a regulated market, operating regularly,
recognised and open to the public.

For the same purpose each subfund may also sell cur-
rencies forward or exchange currencies on a mutual
agreement basis with first class financial institutions
specialising in this type of transactions.

The hedging objective of the transactions referred to
above presupposes the existence of a direct relation-
ship between these transactions and the assets which
are being hedged and implies that, in principle, trans-
actions in a given currency cannot exceed the total val-
uation of assets dencminated in that currency nor may
the duration of these transactions exceed the period
for which the respective assets are held.

k) Receivable on securities sales, Payable on securities
purchases

The account ”Receivables on securities sales” can also
include receivables from foreign currency transac-
tions. The account “Payables on securities purchases”
can also include payables from foreign currency trans-
actions.

{) Income recognition

Dividends, net of withholding taxes, are recognized as
income on the date upon which the relevant securities
are first listed as “ex-dividend”. Interest income is
accrued on a daily basis. !

Note 2 — Fee Structure

In consideration of the portfolio management ser-
vices, the Portfolio Manager shall receive from the
subfund an investment advisory fee and a perfor-
mance fee, as determined below:

The investment advisory fee for the subfund
LUXALPHA SICAV - American Selection is 0.80% p.a.
of the Trading Assets calculated in USD, accrued on
each Valuation Day and payable quarterly in arreas on :
the Trading Assets over the quarter.

The subfund LUXALPHA SICAV — American Selection
shall pay quarterly in arreas a performance fee of 16%

i

The notes are an integral part of the finandial statements. i
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of the quarterly performance of the Trading Assets
over a hurdle rate of 5% per annum; performance
means the positive difference between Trading Assets
on the last business day of the quarter and the Trad-
ing Assets on the last business day of the previous
quarter increased by a hurdle rate of one quarter of
5% per annum {the “Performance Index”}.

Apart from the investment advisory and performance
fee subfund LUXALPHA SICAY — American Selection is
subject to:

— Administrative charge and expenses due or accrued,
including fees and expenses for the administrative
agent, the custodian bank, legal and audit services
all taxes which are levied on the net assets and the
income of each subfund, particularly the “taxe
d’abonnement”;

~ customary brokerage fees and commissions which
are charged by other banks and brokers for securi-
ties transactions and similar transactions;

- costs for ordinary and extraordinary measures car-
ried out in the interests of the shareholders, such as
expert opinions and legal proceedings, etc.

Note 3 - Taxe d'abonnement

In accordance with the law and the regulations cur-
rently in force, the company is subject to a subscrip-
tion tax at the annual rate of 0.05%, payable quarter-
ly and calculated on the basis of the net assets at the
end of each quarter.

The taxe d’abonnement is waived for that part of the
net assets invested in units or shares of other under-
takings for collective investment that have already
paid the taxe d'abonnement in accordance with the
statutory provisions of Luxembourg law.

Note 4 — Securities Lending

The company may also lend portions of its securities
portfolio to third parties. In general, lending may only
be effected via recognised clearing houses such as
Clearstream International or Euroclear, or through the
intermediary of prime financial institutions that spe-
cialize in such activities and in the modus specified by
them. Such transactions may not be entered into for
longer than 30 days, however. If the loan exceeds
50% of the market value of the securities portfolio of
the corresponding subfund, it may only be effected on
condition that the company has the right, at all time,
to terminate the contract and obtain restitution of the
securities lent.

The notes are an integral part of the financial statements.

Annual Report as of 31 December 2006

As at 31 December 2006, no securities were ient out
for LUXALPHA SICAV — American Selection.

Note 5 - Income distribution

The general meeting of shareholders of the respective
subfunds shall decide, at the proposal of the Board of
Directors and after closing the annual accounts per
subfund, whether and to what extent distributions are
to be paid out of investment income and realised
gains in the Net Asset Value after deduction of all fees
and expenses. The payment of distributions must not
result in the Net Asset Value of the company falling
below the minimum capital amount prescribed by
law.

An income equalisation amount wilt be calcuiated so
that the distribution corresponds to the actual income
entitlement.

LUXALPHA SICAV — American Selection pursues an
accumulation dividend policy.

Note 6 — Segregated Accounts

The Board of Directors resolved that the Portfolic
Manager may open segregated accounts with
registered broker dealers. As of 31 December 2006,
the portfolio of the company is part of such a segre-
gated account.

Note 7 — Hedged share class

in the subfund LUXALPHA SICAV - American
Selection forward foreign exchange contracts are
used in order to hedge the EUR-denominated shares
of class B against the USD.

Note 8 ~ Authoritative language

The English version of these financial statements is the
authoritative version and only this version was audit-
ed by the auditors . However, in the case of company
shares sold 1o investors from other countries in which
company shares can be bought and sold, the compa-
ny and the Custodian Bank may recognize approved
translations {i.e. approved by the company and the
Custodian Bank) into the languages concerned as
binding upen themselves.
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