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ORGANIZATION AND CAPITALIZATION OF THE CORPORATION

Croft Funds Corporation (the “Corporation”) was established as a corporation under the laws of
the State of Maryland under Articles of Incorporation (the “Articles”) dated July 20, 1994 and is authorized
to issue 30 million shares of capita stock, par value of $.001 per share (“Shares’), al of which Shares are
designated common stock. Each Share shall be entitled to dividends and distributions when and if declared
by each Fund. In the event of liquidation or dissolution of a Fund, each Share would be entitled to its pro
rata portion of the Fund's assets after al debts and expenses have been paid. A copy of the Articlesis on
file with the Secretary of the State of Maryland.

Shares of each Fund are entitled to one vote per share, with proportiona voting for fractiond
shares, on the matters that shareholders are entitled to vote. Shareholders will not normally be required to
meet for the purpose of eecting Directors, except insofar as elections are required under the Investment
Company Act of 1940, as amended (“1940 Act”).

The Directors may also be removed by a vote of a magjority of the outstanding shares of the Funds
at a meeting duly called for such purpose, which meeting shall be held upon the written request of the
holders of not less than 10% of the outstanding shares. Upon written request by ten or more sharehol ders,
who have been such for at least six months, and who hold shares constituting 1% of the outstanding shares,
stating that such shareholders wish to communicate with the other shareholders for the purpose of obtaining
the signatures necessary to demand a meeting to consider removal of a Director, the Funds have agreed to
provide a list of shareholders or to disseminate appropriate materials (at the expense of the requesting
shareholders). Except as set forth above, each Director will continue to hold office and may appoint his
Successor.

The Board of Directors may classify any authorized but unissued Shares into classes and may
establish certain distinctions between classes relating to additional voting rights, payments of dividends,
rights upon liquidation or distribution of the assets of the Funds and any other restrictions permitted by law
and the Corporation’s Articles.

INVESTMENT OBJECTIVE AND POLICIES

The Croft Vaue Fund (formerly the Croft-Leominster Vaue Fund) and the Croft Income Fund
(formerly the Croft-Leominster Income Fund) (individualy a “Fund,” collectively, the “Funds’) are
diversified portfolios of the Corporation, an open-end management investment company. The investment
objectives and policies of the Funds are outlined below and in the Prospectus. There is no assurance that a
Fund' s objective will be achieved.

The investment policies and objectives of the Funds may be changed without shareholder
approval.

All percentage limitations on investments (with the exception of the borrowing policy) described
in the Prospectus and this Statement of Additional Information (“SAI”) apply at the time of the making of
an investment, and will not be considered violated unless an excess or deficiency occurs or exists
immediately after and as aresult of such investment.

This SAI contains certain supplemental information about the Funds' objectives and policies,
including “miscellaneous investment practices’ in which the Funds may engage. A description of security
ratingsis set forthin Appendix A to this SAI.

The Vaue Fund. The Vaue Fund's investment objective is growth of capital. Under normal
market conditions, the Fund invests primarily in common stocks of companies that the Manager believes
are undervalued without regard to capitaization. Consistent with its objective, the Fund may invest in
U.S.-traded securities and non-U.S. traded equity securities of foreign issuers, and may invest a portion of



its assets in foreign debt securities. The Fund may invest up to 10% of its assets in non-investment grade
debt securities with ratings as low as CCC from Standard & Poor’s Corporation (“S&P”) or Caa from
Moody’s Investors Services, Inc. (“Moody’s”). These securities are commonly referred to as “junk bonds.”
Debt securities rated Caa by Moody’s may be in default or may present elements of danger with respect to
principal or interest. Debt securities rated CCC by S& P have a current identifiable vulnerability to default
and are dependent on favorable business, financial, and economic conditions to meet timely payment of
interest and repayment of principal.

In seeking investments for the Vaue Fund, the primary consideration of the Fund's manager,
Croft-Leominster, Inc. (the “Manager”), is to invest in securities that the Manager believes are currently
undervalued due to inefficiencies in the market. However, in selecting such securities, the Manager’s
opinions and judgments may be contrary to those of the majority of investors. In certain instances, such
opinions and judgments will involve the risk of a correct judgment by the majority, or an individual
security or group of securities may remain depressed for an extended period of time or even fall to a new
low, in which case losses or only limited profits may be incurred.

The Income Fund. The Income Fund’sinvestment objective is high current income with moderate
risk to principal. Consistent with its objective, the Fund primarily invests in debt securities that are
considered investment grade (e.q., rated Aaa, Aa, A, or Baaby Moody's, or AAA, AA, A, or BBB by S&P,
or, if not rated, determined by the Manager to be of comparable quality). The Fund may also invest up to
35% of its assets in non-investment grade debt securities. These securities, commonly referred to as “junk
bonds,” are rated Ba or below by Moody’'s or BB or below by S&P, or have no credit rating at all but are
determined to be of comparable quality by the Manager. The Fund may own securities with ratings as low
as Caa from Moody’s or CCC from S&P. Debt securities rated Caa by Moody’s may be in default or there
may be present elements of danger with respect to principal or interest. Debt securities rated CCC by S&P
have a current identifiable vulnerability to default and are dependent on favorable business, financial, and
economic conditions to meet timely payment of interest and repayment of principal.

GENERAL INVESTMENT PRACTICES

Cash Reserves. The Funds generally will not employ defensive strategies, although during periods
of difficult or unfavorable market conditions, each Fund may invest up to 100% of its assets in high-
guality, short-term debt securities (including money market funds that invest in such securities) or cash.
These instruments include certificates of deposit and banker’s acceptances issued by FDIC-insured banks,
commercia paper that is either issued by companies having an outstanding debt issue rated at least A or
better by S&P or A or better by Moody’s and short-term corporate obligations that are rated A-2 or better
by S&P or Prime-2 or better by Moody's or, if not rated, are of comparable quality as determined by the
Manager. In addition, the Funds may hold any cash balances it accumulates for investment, reinvestment
or distribution in such short-term debt securities.

Convertible Securities, Preferred Stocks, and Warrants. Each Fund may invest in debt or preferred
equity securities convertible into or exchangeable for equity securities. Preferred stocks are securities that
represent an ownership interest in a corporation providing the owner with claims on the company’s
earnings and assets before common stock owners, but after bond owners. Warrants are options that entitle
the holder to buy a stated number of shares of common stock at a specific price at a specified future date
(generally, two or more years.)

Equity Securities. The Funds may invest in equity securities, including common stocks. Equity
securities represent an ownership interest in a corporation and have the least claim on a company’s earnings
and assets. In purchasing equities, each Fund may invest in companies that pay a significantly higher yield
than the genera market. In contrast to fixed-income securities, the dividends of common stocks may be
increased periodically.

Fixed-Income and Convertible Securities. The Funds may invest in U.S. Government and
corporate debt and convertible securities of varying maturities. The Funds may invest in these securities
directly as well as indirectly by purchasing shares of open-end or closed-end mutua funds. The Manager




may adjust the average maturity of a Fund’'s holdings of convertible and fixed-income securities from time
to time, depending on a number of factorsincluding: (i) its assessment of the relative yields available on
securities of different maturities, (ii) its expectations of future changes in interest rates, and (iii) with
respect to convertible securities, its evaluation of the fundamental investment merits of the equity security
for which the convertibl e security may be exchanged.

The Funds intend to purchase fixed-income and convertible securities that are primarily of
investment grade (i.e., rated Baa or better by Moody’ s or BBB or better by S&P). However, the Funds may
also invest in fixed-income and convertible securities rated Ba or below by Moody’s or BB or below by
S&P, or, if unrated, judged by the Manager to be of comparable quality. Such securities are often called
“junk bonds.” See “High-Yield Junk Bonds’ below for more information.

Foreign Securities. The Funds may invest in securities of foreign issuers which may be traded in
domestic securities markets in the form of American Depository Receipts (ADRS), or in ordinary share
form traded in the market of the country of origin. These foreign securities, in particular those traded
principally overseas, may involve certain special investment risks due to foreign economic, politica and
legal developments, including: (i) favorable or unfavorable changes in currency exchange rates, (ii)
exchange control regulations (including currency blockage), (iii) expropriation of assets or nationalization,
(iv) imposition of withholding taxes on dividend or interest payments, and (v) possible difficulty in
obtaining and enforcing judgments against foreign entities. Furthermore, issuers of foreign securities are
subject to different, often less comprehensive accounting, reporting and disclosure requirements than
domestic issuers. The securities of some foreign companies and foreign securities markets are less liquid
and at times more volatile than securities of comparable domestic companies and domestic securities
markets. Foreign brokerage commissions and other fees are also generaly higher than in the United States.
There are also specia tax considerations which apply to securities of foreign issuers and securities
principaly traded overseas. In addition, unsponsored ADRs may provide less information to the holders
thereof.

High-Grade, Short-Term Debt Securities. The Funds may invest in a variety of high-grade, U.S.
dollar-denominated, short-term debt securities, such as commercial paper rated A2/P2 or above. For a
description of the Moody’' s and S& P ratings for such instruments, see Appendix A. From time to time, the
Funds may invest in such instruments when the Manager believes that suitable equity, convertible, or
longer-term fixed-income securities are unavailable. When a Fund isinvesting in such instruments, it is not
investing in instruments paying the highest available yield at that particular time. There are usualy no
brokerage commissions paid by a Fund in connection with the purchase of such instruments. See “Portfolio
Transactions - Brokerage and Research Services,” for a discussion of underwriters commissions and
dealers' spreadsinvolved in the purchase and sale of such instruments.

A Fund’s portfolio holdings of short-term, high-grade debt instruments will be affected by general
changes in interest rates resulting in increases or decreases in the value of the obligations held by the Fund.
The value of such securities can be expected to vary inversely to the changes in prevailing interest rates.
Thus, if interest rates have increased from the time a security was purchased, such security, if sold, might
be sold at a price less than its cost. Similarly, if interest rates have declined from the time a security was
purchased, such security, if sold, might be sold a a price greater than its cost. In either instance, if the
security were held to maturity no gain or loss would normally be realized as a result of these fluctuations.
Redemptions or exchanges by shareholders could require the sale of portfolio investments at a time when
such a sale might not otherwise be desirable.

High-Yield Junk Bonds. These debt securities are generally subject to greater credit risk than
comparable higher-rated securities because issuers are more vulnerable to economic downturns, higher
interest rates or adverse issuer-specific developments. In addition, such securities are often less liquid than
their investment grade counterparts. From time to time, adverse regulatory and economic developments
may limit the ability of the participantsin the High-Yield Junk Bond market to maintain orderly marketsin
certain High-Yield Junk Bonds.




The Vaue Fund may invest up to 10% of its net assets in High-Yield Junk Bonds. The Income
Fund may invest up to 35% of its net assets in High-Yield Junk Bonds. As with other fixed-income and
convertible securities, High-Yield Junk Bonds are subject to both credit risk and market risk, although the
Manager believes that most convertible High-Yield Junk Bonds are likely to exhibit equity characteristics
aswell.

The value and liquidity of High-Yield Junk Bonds may be diminished by adverse publicity and
investor perceptions. Also, legislation limiting the tax benefits to the issuers of taxable High-Yield Junk
Bonds or requiring federally-insured savings and loan institutions to reduce their holdings of taxable High-
Yield Junk Bonds may continue to have an adverse effect on the market val ue of these securities.

Because High-Yield Junk Bonds are traded only in markets in which the number of potential
purchasers and sellers, if any, is limited, the ability of the Fund to sell High-Yield Junk Bonds at their fair
value either to meet redemption requests or to respond to changes in the financial markets may be limited.
In such an event, such securities would be regarded as illiquid. Thinly traded High-Yield Junk Bonds may
be more difficult to value accurately for the purpose of determining a Fund’s net asset value. Also, because
the market for certain High-Yield Junk Bondsis relatively new, that market may be particularly sensitive to
an economic downturn or general increase in interest rates.

Particular types of High-Yield Junk Bonds may present specia concerns. Some High-Yield Junk
Bonds in which a Fund invests may be subject to redemption or cal provisions. These provisions may
limit increases in market value that might otherwise result from lower interest rates while increasing the
risk that the Fund may be required to reinvest redemption or call proceeds during a period of relatively low
interest rates.

The Manager attempts to identify High-Yield Junk Bonds with relatively favorable investment
characteristics. The credit ratings issued by Moody’'s and S&P are subject to various limitations. For
example, while such ratings evaluate the credit risk, they ordinarily do not evaluate the market risk of High-
Yied Junk Bonds. In certain circumstances, the ratings may not reflect in timely fashion adverse
developments affecting an issuer. For these reasons, the Manager conducts its own independent credit
analysis of High-Yield Junk Bonds.

Illiquid Securities. Each Fund may purchase illiquid securities, including securities whose
disposition is restricted by the Federal securities laws. Illiquid securities are securities that cannot be
disposed of within seven days at approximately the price at which they are being carried on a mutual fund’s
books. The number of potential purchasers and sellers, if any, for such securitiesis limited, and the ability
of aFund to sell such securities at their fair market value may be limited. It is expected that investmentsin
illiquid securities will not exceed 10% of the net assets of a Fund at any time. However, each Fund
reservesthe right to invest up to 15% of its net assetsinilliquid securities.

Lending of Portfolio Securities. For the purpose of realizing additional income, each Fund may
lend securities with a value of up to 30% of its assets to broker-dealers, institutional investors, or other
persons. Any such loan will be continuously secured by liquid, high grade collatera consisting of U.S.
government securities or cash, equal to the value of the security loaned. Such lending could result in delays
in recelving additiona collateral or in the recovery of the securities or possible loss of rights in the
collatera in case the borrower fails financialy.

U.S. Government Securities. The Funds may invest in obligations issued or guaranteed by
agencies of the U.S. Government, including, among others, the Federa Farm Credit Bank, the Federal
Housing Administration and the Small Business Administration, and obligations issued or guaranteed by
instrumentalities of the U.S. Government, including, among others, the Federal Home Loan Mortgage
Corporation, the Federal Land Banks and the U.S. Postal Service. Some of these securities are supported
by the full faith and credit of the U.S. Treasury (e.g., Government National Mortgage Association), others
are supported by the right of the issuer to borrow from the Treasury (e.g., Federal Farm Credit Bank), while
till others are supported only by the credit of the instrumentality (e.g., Fannie Mag). These securities are
not issued or guaranteed by the U.S. Government. Guarantees of principal by agencies or instrumentalities




of the U.S. Government may be a guarantee of payment at the maturity of the obligation so that in the event
of a default. Prior to maturity there might not be a market and, therefore, no means of realizing on the
obligation prior to maturity. Guarantees as to the timely payment of principal and interest do not extend to
the value or yield of these securities nor to the value of a Fund’s shares.

Closed-End Investment Companies. The Funds may invest in “closed-end” investment companies
(or “closed-end funds”), subject to the investment restrictions set forth below. The Funds, together with
any company or companies controlled by the Funds, and any other investment companies having a sub-
adviser as an investment adviser, may purchase only up to 10% of the total outstanding voting stock of any
closed-end fund. Typically, the common shares of closed-end funds are offered to the public in a one-time
initial public offering by a group of underwriters who retain a spread or underwriting commission. Such
securities are then listed for trading on a national securities exchange or in the over-the-counter markets.
Because the common shares of closed-end funds cannot be redeemed upon demand to the issuer like the
shares of an open-end investment company (such as the Funds), investors seek to buy and sell common
shares of closed-end funds in the secondary market. The common shares of closed-end funds may trade at
a price per share which is more or less than the NAV per share, the difference representing the “market
premium” and the “market discount” of such common shares, respectively.

There can be no assurance that a market discount on common shares of any closed-end fund will
ever decrease. In fact, it is possible that this market discount may increase and the Funds may suffer
realized or unreaized capital losses due to further decline in the market price of the securities of such
closed-end funds, thereby adversely affecting the NAV of the Funds shares. Similarly, there can be no
assurance that the common shares of closed-end funds which trade at a premium will continue to trade at a
premium or that the premium will not decrease subsequent to a purchase of such shares by the Funds. The
Funds may also invest in preferred shares of closed-end funds.

An investor in the Funds should recognize that he may invest directly in closed-end funds and that
by investing in closed-end funds indirectly through the Fund he will bear not only his proportionate share
of the expenses of the Funds (including operating costs and investment advisory and administrative fees)
but also, indirectly, similar fees of the underlying closed-end funds. An investor may incur increased tax
liahilities by investing in the Funds rather than directly in the underlying funds.

MISCELLANEOUS INVESTMENT PRACTICES




Repurchase Agreements. Each Fund may enter into repurchase agreements with banks and
broker-deal ers under which the Fund acquires a security (usually a U.S. Government security) for cash and
obtains a simultaneous commitment from the seller to repurchase the security at an agreed-upon price and
date. The resale price is in excess of the acquisition price and reflects the agreed-upon market rate
unrelated to the coupon rate on the purchased security. These transactions may alow the Fund to earn a
return on temporarily available cash a no market risk. However, thereis arisk that the seller may default
onits obligation to pay the agreed-upon sum at the re-delivery date. Such a default may subject the Fund to
expenses, delays and risks of loss. Repurchase agreements with a maturity of more than seven days, taken
together with al of a Fund’s other illiquid assets, will not exceed 15% of a Fund's net assets. Repurchase
agreements are considered loans under the 1940 Act.

Portfolio Turnover. A change in securities held by a Fund is known as “portfolio turnover” and
amost aways involves the payment by the Fund of brokerage commissions or dealer markup and other
transaction costs on the sale of securities as well as on the reinvestment of the proceeds in other securities.
The Funds' annual “portfolio turnover” will be determined by dividing the lesser of purchases or sales of
portfolio securities for the year by the monthly average value of the Funds' securities. For purposes of
calculation, securities which mature in one year or less are excluded. Because of the long term nature of
the Value Fund's investment strategy, it is likely that portfolio turnover will not exceed the portfolio
turnover of other investment companies.




The Funds will not generally trade in securities for short-term profits. However, in certain limited
circumstances, securities may be purchased and sold without regard to the length of time held. Neither
Fund can accurately predict its annua portfolio turnover rate, but the annual portfolio turnover rate is not
expected to exceed 100% for either Fund. A high turnover rate increases transaction costs and may
increase taxable gains.

Warrants. Each Fund may acquire attached and unattached warrants. Warrants entitle the holder
to purchase equity securities at a specific price for a specified period of time. Warrants in which the Fund
may invest will be freely transferable, and no more than 2% of a Fund's total assets will be invested in
warrants which are not traded on either the New York Stock Exchange (“NY SE”) or the American Stock
Exchange. The Fund will not invest more than 5% of its net assetsin warrants.

FUNDAMENTAL INVESTMENT RESTRICTIONS

The following investment restrictions may not be changed or eliminated with respect to a Fund
without the affirmative vote of the mgority of that Fund's outstanding voting securities. The phrase
“shareholder approval,” as used in the Prospectus, and the phrase a “vote of a mgjority of the outstanding
voting securities,” as used in this SAl, means the affirmative vote of the lesser of (I) more than 50% of the
outstanding shares of the Fund, or (2) 67% or more of the shares of the Fund present at a meeting if more
than 50% of the outstanding shares are represented at the meeting in person or by proxy.

No Fund may:
D purchase the securities of acompany if, as aresult:
(@ the Fund would have more than 25% of its totd assets

concentrated in any one industry, or
(b) with respect to 75% of its assets, the Fund’s holdings of that
issuer would amount to more than

(0] 5% of the Fund’ stotal assets or

(i) 10% of the outstanding voting securities of a
single issuer other than those issued by the
U.S. Government, its agencies or
instrumentalities;

2 borrow money, except temporarily from banks to facilitate redemption
requests in amounts not exceeding 5% of its total assets valued a
market.
3 purchase additional securities when money borrowed exceeds 5% of the Fund’s
total assets.
4 make short sales of securities or maintain a short position for the account of the Fund

unless at dl times when a short position is open the Fund owns an equal amount of such
securities or owns securities which, without payment of any further consideration, are
convertible into or exchangeable for securities of the same issue as, and equa in amount
to, the securities sold short.

(5) issue senior securities, except as permitted by the 1940 Act and the rules and regulations
thereunder.
(6) act as an underwriter of securities of other issuers except as it may be deemed an

underwriter in selling the Fund’ s securities.



@) purchase securities on margin, except that each Fund may obtain short-term credits as
necessary for the clearance of security transactions.

(8 purchase or sell red estate, rea estate limited partnership interests, futures contracts, and
commaodities or commodities contracts. However, subject to the permitted investments of
the Fund, each Fund may invest in marketable obligations secured by rea estate or
interests therein.

9 make loans, except that each Fund may purchase or hold debt instruments in accordance
with its investment objective and policies, may enter into repurchase agreements, and
may lend its securities.

(10) purchase securities of other investment companies except as permitted by the 1940 Act
and the rules and regul ations thereunder.

NON-FUNDAMENTAL INVESTMENT RESTRICTION

It is contrary to each Fund’'s present policy, which may be changed by the Directors without
shareholder approval, to: (i) invest more than 15% of the Fund’s net assets (taken at current value) in
securities which at the time of such investment are not readily marketable; or (ii) write puts, cals, options
or combinations thereof.

CODES OF ETHICS

The Board of Directors of the Corporation and the Manager each have adopted a Code of Ethics
pursuant to Rule 17j-1 under the 1940 Act. These Codes of Ethics (each a “Code” and together the
“Codes") apply to the persona investing activities of directors, officers and certain employees (“Access
Persons’). Rule 17j-1 and the Codes are designed to prevent unlawful practices in connection with the
purchase or sale of securities by Access Persons. Under each Code, Access Persons are permitted to
engage in personal securities transactions, but are required to report their personal securities transactions
for monitoring purposes. In addition, certain Access Persons of the Corporation and the Manager are
prohibited from acquiring beneficial ownership of securities offered in connection with initia public
offerings. Copies of these Codes of Ethics are on file with the U.S. SEC and are available to the public.

DISTRIBUTION PLAN

The Corporation has adopted a plan pursuant to Rule 12b-1 under the 1940 Act (the “Plan”). The
Plan permits the Funds to pay for certain distribution and promotion expenses related to marketing shares
of the Funds or for shareholder services provided to the Funds. Each Fund may pay up to 0.25% of its
average daily net assets annually.

Under the Plan, the Corporation may directly or indirectly bear expenses related to the distribution
of Fund shares. The Board has determined that these expenses may include, without limitation, the
following: (a) payments, including incentive compensation, to securities dealers or other financia
intermediaries, financial institutions, investment advisers and others that are engaged in the sal e of shares
of the Funds, or that may be advising shareholders of the Corporation regarding the purchase, sade or
retention of shares of the Funds, (b) expenses of maintaining personnel (including personne of
organizations with which the Corporation has entered into agreements related to this Plan) who engage in
or support distribution of shares of the Funds; (c) costs of preparing, printing and distributing prospectuses
and statements of additional information and reports of the Funds for recipients other than existing
shareholders of the Funds; (d) costs of formulating and implementing marketing and promotional activities,
including, but not limited to, sales seminars, direct mail promotions and television, radio, newspaper,
magazine and other mass media advertising; (€) costs of preparing, printing and distributing sales literature;
(f) costs of obtaining such information, analyses and reports with respect to marketing and promotional
activities as the Corporation may, from time to time, deem advisable; and (g) costs of implementing and
operating this Plan.



During the fisca year ended April 30, 2009, the Vaue Fund and the Income Fund paid $158,306
and $25,014, respectively, in distribution fees. Amounts were spent as follows:

Value Fund

12b-1 Expenses Paid:
Printing and mailing of sales literature $3,007
Payments to brokers-deal ers and other sponsors of mutual funds sales platforms $104,165
Marketing/ Promotion Costs (including travel and entertainment) $51,134

Income Fund

12b-1 Expenses Paid:

Printing and mailing of sales literature $1,676
Payments to brokers-deal ers and other sponsors of mutual funds sales platforms $16,584
Marketing/ Promotion Costs (including travel and entertainment) $6,754

The Directors expect that the Plan could significantly enhance each Fund's ability to expand
distribution of shares of each Fund. It is aso anticipated that an increase in the size of each Fund will
produce economies of scale that benefit the shareholders, facilitate more efficient portfolio management,
and assist each Fund in seeking to achieve its investment objective. There can be no assurance that the
benefits anticipated from the expenditure of the Funds' assets for distribution will be realized. While the
Plan is in effect, all amounts spent by the Funds pursuant to the Plan and the purposes for which such
expenditures were made must be reported quarterly to the Board of Trusteesfor its review.

The Plan has been approved by the Corporation’s Board of Directors, including a magjority of the
Directors who are not “interested persons” of the Corporation and who have no direct or indirect financia
interest in the Plan or any related agreement, by a vote cast in person. Continuation of the Plan and the
related agreements must be approved by the Directors annually, in the same manner, and the Plan or any
related agreement may be terminated at any time without penalty by a mgjority of such independent
Directors or by a mgjority of the outstanding shares of the Fund. Any amendment increasing the maximum
percentage payable under the Plan or other materia change must be approved by a majority of the
outstanding shares of each Fund, and al other material amendments to the Plan or any related agreement
must be approved by a majority of the independent Directors.

The Plan became effective on May 1, 1995, but the Board of Directors did not authorize the Funds
to make payments under the Plan. At the Board of Directors meeting held June 19, 2007, the Board
authorized the Funds to make payments under the Plan effective July 1, 2007.

Agreements implementing the Plan (the “Implementation Agreements’), including agreements
with dedlers where such dealers agree for a fee to act as agents for the sale of the Fund's shares are in
writing and have been approved by the Board of Directors. All payments made under the Plan are made in
accordance with written agreements.

Kent Croft, Gordon Croft, Philip Vong and George Russell Croft as interested persons of the
Corporation, may be deemed to have a financia interest in the operation of the Plan and the
Implementation Agreements.



MANAGEMENT OF THE FUNDS

The management and affairs of the Corporation and each Fund (of which there currently are two)
are supervised by the Directors. The Board of Directors is responsible for overseeing each Fund. The
Directors have approved contracts, as described below, under which certain companies provide essential
management services to the Corporation. The Board’s audit committee consists of George Edwards and
Charles McLaughlin. The audit committee met twice during the fiscal year ended April 30, 2009. The
audit committeeis responsible for overseeing the Corporation’s accounting and financial reporting policies
and practices, its internal controls and, as appropriate, the interna controls of certain service providers;
overseeing the quality and objectivity of the Corporation’s financial statements and the independent audit
of the financia statements; and acting as aliaison between the Corporation’s independent auditors and the
full Board of Directors. The Board has no standing nominating committee. Independent directors,
however, nominate other independent directors

Information about Directors who are “interested persons’ of the Corporation as defined under the
1940 Act, and the officers of the Corporation, including their principal occupations during the past five
years, isas follows. Each officer and director serves for an indefinite term.

Name, Address' and Age Principal Occupation(s) Number of Other Length of
During last five yearsand Portfolios Directorshipsheld Time
Position held with Corporation overseen by by Director or Served
Director Officer
Kent G. Croft? Director, President, CCO, and Secretary 2 Croft-Leominster 14 years
of the Corporation. President, Croft- Inc., Wildfowl
Age 46 Leominster, Inc. since 1989. Trust of North
America, St. Paul’s
School
Phillip Vong Assistant Vice President, Treasurer and NA None 5Years
Chief  Financid Officer of the
Age 34 Corporation. Employee of Croft-
Leominster, Inc. since 1997.
George Russdll Croft? Vice President of the Corporation, Vice NA Croft Leominster 3Year
President of Croft Leominster, Inc. Inc.
Age 36 since 2001.
L. Gordon Croft* Vice President of the Corporation. NA Croft-L eominster 14 years
Vice President, Chief Investment Inc.
Age: 77 Officer and Director of Croft-

Leominster, Inc. since 1989.

! The mailing address of each officer and Director is: c/o Croft Funds Corporation, Canton House, 300 Water Street, Baltimore, Maryland 21202.
2. Gordon Croft is the father of Kent G. Croft and Russell G. Croft. They are “interested persons’ of the Corporation because they are officers of the
Corporation. In addition, they may be deemed to be “interested persons’ of the Corporation because they are officers of the Funds' Manager.
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Information about Directors who are not “interested persons’ of the Corporation as defined under the 1940
Act, including their principal occupations during the past five years, is asfoll ows:

Name, Address' and Age Principal Occupation(s) Number of Other Length
During last five yearsand Portfolios Directorshipsheld of Time
Position held with Corporation overseen by by Director or Served
Director Officer
George D. Edwards, |1 Director (and Chairman) of the 2 None 14 years
Corporation. Past Chairman of the (Chairman
Age 72 Board of the Omega Organization Inc., 10 years)
a financia services consulting firm,
from 1995-2003. President and Chief
Executive Officer, Hottman Edwards
Advertising, Inc., 1971-1995.
Charles Jay McLaughlin Director of the Corporation. President, 2 Orion Safety 10 years
Orion Safety Products since January Products
Age 47 1999. Attorney, Oppenheimer Wolff &
Donnelly (law firm, 1989-1995).

* The mailing address of each officer and Director is: ¢/o Croft Funds Corporation, Canton House, 300 Water Street, Baltimore, Maryland 21202.

Fund Shares Owned by Board Members. The following table shows the dollar range of each

Director’s “beneficia ownership” of shares of each Fund as of the end of the most recently completed
calendar year. Dollar ranges disclosed are established by the SEC. “Beneficia ownership” is determined
in accordance with Rule 16a-1(a)(2) under the Securities Exchange Act of 1934.

Agg. Dollar Range of Equity
Dollar  Range of Equity | Dollar Range of Equity | Securities in al Registered
Name of Director Securities in Income Fund as of | Securities in  Vaue Fund | Investment Companies Overseen
12/31/08 12/31/08 by Director in Family of
Investment Companies
Kent G. Croft Over $100,000 Over $100,000 Over $100,000
George D. Edwards, I $0 $1- $10,000 $1- $10,000
Charles Jay McLaughlin $0 $1- $10,000 $1- $10,000

Certain Other Securities Owned by Independent Board Members. The following table shows the

independent Directors’ “beneficia ownership” (if any) of securitiesissued by the Manager (or apersonin a
control relationship) as of the end of the most recently completed calendar year:

Name Name of Owners
and relationship to | Name of Issuer Title of Class Value of Securities | Percent of Class
Director
George D. None None None None None
Edwards, 11
Charl%Ja_y None None None None None
McLaughlin

Mr. Edwards is a participant in the Leominster-Croft Limited Partnership. As of July 1, 2009, the
value of this account was less than $9,000.

The Corporation’s Articles provide that the Corporation will indemnify its Directors and each of
its officers against liabilities and expenses incurred in connection with litigation in which they may be

involved because of their offices with the Funds. However, if it is determined

that the

Directors have not

acted in good faith in the reasonable belief that their actions were in the best interests of the Fund or that
such indemnification would relieve any officer or Director of any errors and omissions to the Corporation
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or its shareholders by reason of willful misfeasance, bad faith, gross negligence or reckless disregard of his
or her duties, the Corporation may not provide such indemnification.

Each Director who is not an “interested person” of the Corporation receives an annua fee of
$1,500 for his service on the Board. The fee is spit equally between the Funds. The Manager pays the
salaries and expenses of each Director and officer who is aso an officer or employee of the Manager. Mr.
L. Gordon Croft and Mr. Kent G. Croft, as stockholders and officers of the Manager, will benefit from the
management fees paid by the Funds.

Aggregate Pension or Retirement Total Compensation from
Compensation From Benefits Accrued as Estimated Annual Registrant Paid to
Registrant for Fiscal Part of Fund Expenses | Benefits Upon Directorsfor Fiscal Year

Name of Person, Position Y ear Ended 2009 Retirement Ended 2009

Charles Jay McLaughlin $1,500 N/A N/A $1,500

George D. Edwards, 11 $1,500 N/A N/A $1,500

The Manager. Under an agreement between the Corporation and the Manager, subject to such
policies as the Directors of the Corporation may determine, the Manager, at its expense, will continuously
furnish an investment program for the Funds and will make investment decisions on behalf of the Funds
and place dl orders for the purchase and sale of portfolio securities subject always to applicable investment
objectives, policies and restrictions. Pursuant to the management agreement, the Manager is entitled to
receive an annual fee, based on average daily net assets, equa to 0.94% from the Value Fund and 0.79%
from the Income Fund.

Pursuant to the management agreement and subject to the general oversight of the Directors, the
Manager also manages, supervises and conducts the other affairs and business of the Funds, furnishes
office space and equipment, provides bookkeeping and certain clerical services and pays all fees and
expenses of the officers of the Funds. As described under “Portfolio Transactions -- Brokerage and
Research Services,” the Funds portfolio transactions may be placed with brokers which furnish the
Manager, without cost, certain research, dtatistical and quotation services of value to them or ther
respective affiliates in advising the Funds or their other clients. Accordingly, the Funds may incur greater
brokerage commissions than they might otherwise pay.

The management agreement has been approved by the Directors of the Corporation. By its terms,
the agreement will continue in force from year to year, but only so long as its continuance is approved at
least annually by the Directors at a meeting caled for that purpose or by the vote of a mgority of the
outstanding shares of the Corporation. The agreement automatically terminates on assignment, and is
terminable upon notice by the Funds. In addition, the agreement may be terminated on not more than 60
days' notice by the Manager given to the Funds. In the event the Manager ceases to manage the Funds, the
right of the Funds to use the identifying name of “ Croft-Leominster” or “ Croft” may be withdrawn.

The Funds pay, in addition to the management fee described above and Rule 12b-1 Fees, al
expenses hot borne by the Manager, including, without limitation, fees and expenses of the Directors who
are not affiliated with the Manager, interest charges, taxes, brokerage commissions, expenses of issue or
redemption of shares, fees and expenses of registering and qualifying the shares of the Funds for
distribution under federal and state laws and regulations, charges of custodians, auditing and legal
expenses, expenses of determining net asset value of the Funds’ shares, reports to shareholders, expenses of
meetings of shareholders, expenses of printing and mailing prospectuses, proxy statements and proxies to
existing shareholders, insurance premiums and underlying fund fees and expenses. The Funds are aso
responsible for such nonrecurring expenses as may arise, including litigation in which the Funds may be a
party, and other expenses as determined by the Directors.
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The management agreement provides that the Manager shall not be subject to any liability in
connection with the performance of its services thereunder in the absence of willful misfeasance, bad faith,
gross negligence or reckless disregard of its obligations and duties.

The Manager is a Maryland corporation organized in 1989. L. Gordon Croft owns approximately
15%, Kent Croft owns approximately 28% and Russell Croft owns approximately 28% of the Manager’s
outstanding voting shares. L. Gordon Croft, Kent Croft, Russell Croft and Phillip Vong as owners and/or
officers of the Manager and Directors of the Corporation are affiliates of the Funds and the Manager.

For the fiscal years ended April 30, 2007, 2008 and 2009, the Funds accrued and paid, and the
Manager waived, the following management fees:

Fees Accrued and Paid Fees Waived and Reimbursed

2007 2008 2009 2007 2008 2009
Value Fund $114,456 $288,630 $595,220 $20,434 $27,251 $0
Income Fund $80,996 $83,740 $79,045 $57,467 $91,488 $93,871

From August 30, 2009 through August 30, 2010, the Manager has contractually agreed to waive
its management fees or reimburse Fund expenses to limit the overall expense ratios for the Vaue Fund and
Income Fund (excluding ordinary brokerage commissions, underlying fund fees and expenses and
extraordinary expenses) to 1.47% and 1.10%, respectively, of each Fund's average net assets. This
arrangement may enhance the Funds' performance.

Portfolio Managers, Gordon Croft, Kent Croft and Russell Croft (the “Portfolio Managers'’) are
responsible for the day-to-day management of the Funds. As of April 30, 2009, the Portfolio Managers
were responsible for the management of the following other accounts, excluding the Funds:

Number of Total Assets Number of Total Assets

Accounts Accounts Subject Subjecttoa
Gordon Croft

to a Performance Performance Fee
Fee

Registered 0 0 0 0
Investment
Companies
Other Pooled 7 $39,652,776 6 $36,736,456
Investment Vehicles
Other Accounts 350 $501,611,037 0 0
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Number of Total Assets Number of Total Assets
Russdl G. Croft Accounts Accounts Subject Subjecttoa
to a Performance Performance Fee
Fee
Registered 0 0 0 0
Investment
Companies
Other Pooled 7 $39,652,776 6 $36,736,456
Investment Vehicles
Other Accounts 350 $501,611,037 0 0
Number of Total Assets Number of Total Assets
Accounts Accounts Subj ect Subject toa
Kent Croft
to a Performance Performance Fee
Fee
Registered 0 0 0 0
Investment
Companies
Other Pooled 7 $39,652,776 6 $36,736,456
Investment Vehicles
Other Accounts 350 $501,611,037 0 0

The portfolio managers manage numerous accounts. These accounts may include, but are not limited to,
registered investment companies (i.e.,, mutua funds), other types of pooled accounts such as limited
partnerships, and separate accounts (i.e., accounts managed on behalf of individuals or public or private
institutions). The portfolio managers make investment decisions for each account based on the investment
objectives and policies and other relevant investment considerations applicable to that specific account.
Actua or apparent conflicts of interest may arise in connection with the day-to-day management of the
Funds and other accounts. The management of the Funds and other accounts may result in unequal time
and attention being devoted to a Fund and other accounts. Another potential conflict of interest may arise
where another account pays the Manager afee based on the performance of the account, while the Funds do
not pay performance fees, in which case a portfolio manager could favor such an account over the Funds.
Further, a potentia conflict could include the portfolio manager’s knowledge about the size, timing and
possible market impact of Fund trades, whereby the portfolio manager could use this information to the
advantage of other accounts and to the disadvantage of a Fund. These potential conflicts of interest could
create the appearance that a portfolio manager is favoring one account over another.

To address these potential conflicts of interest, all portfolio transactions are implemented according the
Manager’s trade allocation procedures. The Manager believes these procedures insure that al trades
alocated to advisory clients (including the Funds) fulfill the Manager’s fiduciary duty to each client and
otherwise alocate securities on a basis that is fair and nondiscriminatory. In addition, the Manager has
adopted a Code of Ethicsthat requires personnel of the Manager to place the interests of the Funds ahead of
their persona interests.
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The Portfolio Managers are compensated for their services by the Manager. The Portfolio Managers’
compensation consists of a salary, bonuses and Profit Sharing Plan. Salary is fixed and not based on either
Fund's assets or performance. The bonus and Profit Sharing Plan is based on the overall performance of
Croft Leominster, Inc. but is not tied to any benchmark.

The following table shows the dollar range of equity securities beneficially owned by the Portfolio

Managers in the Funds as of April 30, 2009.

Name of Portfolio Manager

Dollar Range of Equity
Securitiesin the Value Fund

Dollar Range of Equity
Securitiesin the Income Fund

Kent Croft $500,001-$1,000,000 $100,001-$500,000
Gordon Croft $100,001-$500,000 $100,001-$500,000
Russell Croft $100,001-$500,000 $100,001-$500,000

PROXY VOTING

Introduction. The Corporation has delegated proxy voting responsibilities to the Manager, subject
to the Board's genera oversight. The Manager is required under law to vote each Fund’'s proxies in the
Fund’s best economic interests. The Manager has adopted its own Proxy Voting Policies and Procedures
(“Policies”) for this purpose. In addition, the Manager has established a Proxy Committee to oversee all
proxy responsibilities and activities. The Committee consists of the Manager's President and Chief
Compliance Officer.

The Manager’s General Proxy Voting Positions. The Manager has established general voting
positions on various common proxy proposals. However, the Manager may, consistent with each Fund's
best economic interests, determine under certain circumstances to vote contrary to those positions. The
Manager’ s proxy voting procedures are attached as Appendix B.

Requesting information on Proxy Votes. Information regarding how Funds voted proxies during
the past 12 months ended June 30 is available without charge upon request. Information is available by
calling 800-551-0990, through the transfer agent’s website (www.mutualss.com) or through the SEC's
website (www.sec.gov).

PRINCIPAL SHAREHOLDERS

As of August 1, 2009, the following persons were the only persons who were record owners (or to
the knowledge of the Corporation, beneficia owners) of 5% or more of the outstanding shares of the Funds.
Persons who owned of record or beneficially more than 25% of a Fund's outstanding shares may be
deemed to “control” the Fund within the meaning of the 1940 Act.

Name Percentage
The Value Fund

Charles Schwab, Inc. Co. 71.23%
FBO: State Street Bank

c/o Croft Funds Corp.

300 Water Street

Baltimore, Maryland 21202

SEl Private Trust Company 6.33%

c/o Croft Funds Corp.
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300 Water Street
Baltimore, Maryland 21202

National Financial Services Co.

c/o Croft Funds Corp.
300 Water Street
Baltimore, Maryland 21202
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The Income Fund

SEI Private Trust Company 22.18%
c/o Croft Funds Corp.

300 Water Street

Baltimore, Maryland 21202

Gordon Croft Profit Sharing Plan 8.74%
c/o Croft Funds Corp.

300 Water Street

Baltimore, Maryland 21202

Glen Hachey

c/o Croft Funds Corp. 6.11%
300 Water Street

Baltimore, Maryland 21202

Edward L. Sanders PSP

c/o Croft Funds Corp.

300 Water Street 5.38%
Baltimore, Maryland 21202

As of August 1, 2009, the directors and officers of the Corporation, as a group, owned shares of
the Funds in the percentages set forth below.

Percentage of Fund Owned by Directors and Officers of the Corporation

Value Fund 2.90%

Income Fund 14.70%

OTHER SERVICES

Custodial Arrangements. US Bank, N.A., 425 Walnut Street, Cincinnati, Ohio 45202 is the
Funds' custodian. Accordingly, US Bank holds in safekeeping certificated securities and cash bel onging to
the Funds and, in such capacity, is the registered owner of securities in book-entry form belonging to the
Funds. Upon instruction, US Bank receives and delivers cash and securities of the Funds in connection
with Fund transactions and collects dl dividends and other distributions made with respect to the Funds'
portfolio securities. US Bank also maintains certain accounts and records for the Funds.

Transfer and Shareholder Servicing Agent. Mutua Shareholder Services, LLC (“MSS’) serves as
transfer agent and shareholder servicing agent to the Funds pursuant to a Transfer Agent Agreement (the
“Transfer Agent Agreement”). Under the Transfer Agent Agreement, MSS has agreed to, among other
things, (i) issue and redeem shares of the Funds; (ii) address and mail all communications from the Funds
to their shareholders, including reports, dividend and distribution notices, and proxy material for any
shareholder meetings; (iii) respond to correspondence or inquiries from shareholders and others; (iv)
maintain shareholder accounts and certain sub-accounts; and (v) make periodic reports to the Corporation’s
Board of Directors concerning the Funds' operations.

Accounting Services Agreement. Pursuant to an Accounting Services Agreement, MSS provides
certain services to the Funds, including but not limited to: (i) caculate and transmit to NASDAQ each
Fund' s daily net asset value per share, (i) maintain and keep current all books and records of the Funds as
required by Rule 31a-1 of the 1940 Act, (iii) provide the Funds and the Manager with daily portfolio
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valuation, net asset val ue calculation and other standard operational reports as requested from time to time,
(iv) provide data for the preparation of semi-annua and annual financial statements and annual tax returns,
and (v) provide facilities to accommodate annual audit and any regulatory examinations conducted by the
SEC or any governmental or quasi-governmenta entity with jurisdiction.

For the fisca years ended April 30, 2007, 2008 and 2009, the Funds accrued and subsequently
paid the following accounting services fees:

Fees Accrued and Paid

2007 2008 2009
Vaue Fund $30,298 $35,494 $49,904
Income Fund $30,075 $30,509 $29,249

Independent Registered Public Accounting Firm. The Funds independent registered public
accounting firm is Cohen Fund Audit Services, Ltd., 800 Westpoint Parkway, Suite 1100, Westlake, Ohio
44145. They conduct an annual audit of the Funds' financial statements, assist in the preparation of the
Funds' federal and state income tax returns and consult with the Funds and the Board as to matters of
accounting and federal and state income taxation.

PORTFOLIO TRANSACTIONS

Brokerage and Research Services. Transactions on stock exchanges and other agency transactions
involve the payment by the Funds of negotiated brokerage commissions. These commissions vary among
different brokers. Also, a particular broker may charge different commissions according to such factors as
the difficulty and size of the transaction. There is generaly no stated commission in the case of securities,
such as U.S. Government Securities, traded in the over-the-counter markets, but the price paid by the Funds
usualy includes an undisclosed dealer commission or mark-up. It is anticipated that most purchases and
sales of short-term portfolio securities will be with the issuer or with mgor dealers in money market
instruments acting as principals. In underwritten offerings, the price paid includes a disclosed, fixed
commission or discount retained by the underwriter or dealer.

When the Manager places orders for the purchase and sale of portfolio securities for a Fund and
buys and sells securities for a Fund, it is anticipated that such transactions will be effected through a
number of brokers and dealers. The Manager intends to use its best efforts to obtain for the Fund the most
favorable price and execution available, except to the extent that it may be permitted to pay higher
brokerage commissions as described below. In seeking the most favorable price and execution, the
Manager considers al factors it deems relevant, including, by way of illustration, price, the size of the
transaction, the nature of the market for the security, the amount of commission, the timing of the
transaction taking into account market prices and trends, the reputation, experience and financial stability
of the broker-dealer involved and the quality of service rendered by the broker-dealer in other transactions.

For many years, it has been acommon practice in the investment advisory business for advisers of
investment companies and other institutional investors to receive research, statistica and quotation services
from broker-dealers which execute portfolio transactions for the adviser’'s clients. Consistent with this
practice, the Manager may receive research, statistical and quotation services from many broker-dealers
with which the Funds' portfolio transactions are placed (including certain transactions in over-the-counter
markets). These services, which in some instances could also be purchased for cash, include such matters
as general economic and security market reviews, industry and company reviews, evaluations of securities
and recommendations as to the purchase and sale of securities. Some of these services may be of value to
the Manager in advising various clients (including the Funds), athough not al of these services are
necessarily useful and of value in managing the Funds. The management fees that the Funds pay to the
Manager are not reduced because they receive such services.
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As permitted by Section 28(e) of the Securities Exchange Act of 1934 (the “Exchange Act”) and
the Management Agreement, the Manager may cause the Funds to pay a broker-dealer that provides
“brokerage and research services,” as defined in the Exchange Act, to the Manager an amount of disclosed
compensation for effecting a securities transaction for the Funds in excess of the compensation that another
broker-dealer would have charged for effecting that transaction. The authority of the Manager to cause the
Funds to pay greater commissions is subject to such policies as the Directors may adopt from timeto time.

The total brokerage commissions that the Funds paid for the fiscal years ended April 30, 2007,
2008 and 2009 were $29,835, $118,727 and $209,281, respectively, for the Vaue Fund and $122, $0 and
$0, respectively, for the Income Fund. The higher commissions paid by the Vaue Fund during the April 30,
2009 fiscal year are due to increased assets.

The Manager may not allocate brokerage transactions for any Fund on the basis of a broker’'s sae
of Fund shares.

During the fiscal year ended April 30, 2009, the Funds placed transactions and paid commissions
to brokers that provided research services as follows:

Transaction Amounts Commission Amounts
Vaue Fund $65,093,692 $209,281
Income Fund $0 $0

Disclosure of Portfolio Holdings The Funds are required to include a schedule of portfolio
holdings in their annual and semi-annual reports to shareholders, which are sent to shareholders within 60
days of the end of the second and fourth fiscal quarters and which are filed with the Securities and
Exchange Commission (the “SEC”) on Form N-CSR within 70 days of the end of the second and fourth
fiscal quarters. The Funds aso are required to file a schedule of portfolio holdings with the SEC on Form
N-Q within 60 days of the end of the first and third fiscal quarters. Each Fund must provide a copy of the
complete schedul e of portfolio holdings as filed with the SEC to any shareholder of the Fund, upon request,
free of charge. This policy is applied uniformly to all shareholders of the Funds without regard to the type
of requesting shareholder (i.e., regardiess of whether the shareholder is an individual or ingtitutional
investor). Information contained in annual and semi-annual reports mailed to shareholders, as well as
information filed with the SEC on Form N-Q and information posted on the Funds website, is public
information. All other information is non-public information. Additionally, the Manager and/or officers of
the Company may periodicaly disclose each Fund’s top ten portfolio holdings to current and potentia
shareholders.

The Funds have ongoing arrangements with third party servicing agents to release portfolio
holdings information on a daily basis in order for those parties to perform their duties on behalf of the
Funds. These third party servicing agents are the Manager, Transfer Agent, Fund Accounting Agent and
Custodian. The Funds also may disclose portfolio holdings, as needed, to auditors, legal counsel, proxy
voting services (if applicable), pricing services, and printers. The lag between the date of the information
and the date on which the information is disclosed will vary based on the identity of the party to whom the
information is disclosed. For instance, the information may be provided to auditors within days of the end
of an annual period, while the information may be given to legal counsd at any time. Thisinformation is
disclosed to third parties under conditions of confidentiality. “Conditions of confidentiality” include (i)
confidentiality clauses in written agreements, (ii) confidentiality implied by the nature of the relationship
(e.g., atorney-client relationship), (iii) confidentiality required by fiduciary or regulatory principles (e.g.,
custody relationships) or (iv) understandings or expectations between the parties that the information will
be kept confidential. The Funds believe, based upon their size and history, that these are reasonable
procedures to protect the confidentiaity of the Funds portfolio holdings and will provide sufficient
protection against personal trading based on the information.
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Additionally, the Funds may disclose portfolio holdings to various entities in order for them to
assign a rating or ranking to the Funds. In these instances, portfolio holdings will be supplied no more
frequently than quarterly and only after the Fund has filed a Form N-CSR or Form N-Q with the SEC.

Except as described above, the Funds are prohibited from entering into any arrangements with any
person to make avail able information about a Fund’ s portfolio holdings without the specific approva of the
Board. The Manager must submit any proposed arrangement pursuant to which the Manager intends to
disclose a Fund's portfolio holdings to the Board, which will review such arrangement to determine (i)
whether the arrangement is in the best interests of Fund shareholders, (ii) whether the information will be
kept confidential and (iii) whether the disclosure presents a conflict of interest between the interests of
Fund shareholders and those of the Manager, or any affiliated person of the Fund, or the Manager.
Additionally, the Manager, and any affiliated persons of the Manager, are prohibited from receiving
compensation or other consideration, for themselves or on behaf of the Funds, as aresult of disclosing the
Funds' portfolio holdings.

PURCHASES AND REDEMPTIONS

How to Purchase. The procedures for purchase of Fund shares are summarized in the text of the
Prospectus under “How to Buy Shares.” Purchase requests must be in good order, as defined in the
Prospectus. Upon receipt of a purchase request in good order, the shareholder will receive a payment equal
to the net asset value of the purchased shares next determined after the purchase request, in good order, has
been received. The Fund will accept purchase requests only on days the NY SE is open.

How to Redeem. The procedures for redemption of Fund shares are summarized in the text of the
Prospectus under “How to Redeem Shares.” Redemption requests must be in good order, as defined in the
Prospectus. Upon receipt of a redemption request in good order, the shareholder will receive a payment
equa to the net asset value of the redeemed shares next determined after the redemption request, in good
order, has been received. The Fund will accept redemption requests only on days the NY SE is open.
Redemption proceeds will normally be forwarded on the next day on which the NY SE is open. However,
the Funds reserve the right to take up to seven days to make payment if, in the judgment of the Manager,
the Funds could be adversely affected by immediate payment. The proceeds of redemption may be more or
less than the shareholder’ s investment and may involve a capita gain or loss for tax purposes. If the shares
to be redeemed represent an investment made by check, the Funds reserve the right not to forward the
proceeds of the redemption until the check has been collected.

The Funds may only suspend the right of redemption and may postpone payment: (i) when the
NY SE is closed for other than customary weekends and holidays, (ii) as permitted by the Securities and
Exchange Commission (“SEC") during periods when trading on the NY SE is restricted, (iii) as permitted
by the SEC during any emergency which makes it impracticable for a Fund to dispose of its securities or to
determine fairly the value of its net assets, or (iv) during any other period permitted by order of the SEC.

The Funds reserve the right to redeem shares and mail the proceeds to the shareholder if at any
time the net asset value of the shares in the shareholder’s account in a Fund falls below a specified level,
currently set at $2,000. Shareholders will be notified and will have 30 days to bring the account up to the
required level before any redemption action will be taken by a Fund. The Funds also reserve the right to
redeem shares to limit a shareholder’s account value to a specified maximum set from time to time by the
Board of Directors. No limit is presently in effect, but such alimit could be established at any time and
could be applicable to existing and future shareholders.

Redemptions in-Kind. The Funds intend to pay your redemption proceeds in cash. However,
under unusua conditions that make the payment in cash unwise (and for the protection of the remaining
shareholders of each Fund) the Funds reserve the right to pay al, or part, of your redemption proceeds in
liquid securities with a market value equal to the redemption price (redemption in-kind). The Funds have
elected to be governed by Rule 18f-1 of the 1940 Act under which the Funds are obligated to redeem shares
for any one shareholder in cash only up to the lesser of $250,000 or 1% of the Fund's net asset value during
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any 90-day period. Although it is highly unlikely that your shares would ever actually be redeemed in
kind, you would probably have to pay brokerage costs to sell the securities distributed to you.

Signature Guarantees. If you request payment of proceeds, the Funds may require that your
redemption be in writing and include a signature guarantee. Signature guarantees help protect you and your
account against fraud. Y ou can obtain a signature guarantee at most banks and financial intermediaries. A
notary public cannot provide a signature guarantee. Y ou may not use fax to transmit a signature guarantee
to aFund. The Funds will not make checks payable to any person other than the shareholder(s) of record or
mail checks to an address other than the address of record.

How Net Asset Value is Determined. As described in the Prospectus under “How Net Asset
Valueis Determined,” the net asset value per share of the Funds is determined once on each day on which
the NYSE is open, as of the close of the NYSE. The Corporation expects that the days, other than
weekend days, that the NYSE will not be open are: New Year's Day, Martin Luther King, Jr. Day,
President’s Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and
Christmas Day.

The Funds' portfolio securities for which market quotations are readily available are valued at
market value, which is determined by using the last reported sale price. |If there are no saes reported, asin
the case of certain securities traded over-the-counter, the Funds’ portfolio securities will be valued by using
the last reported bid price. Many debt securities, including U.S. Government Securities, are traded in the
over-the-counter market. Obligations having remaining maturities of 60 days or less are valued at
amortized cost. The amortized cost value of a security is determined by valuing it at cost originaly and
thereafter amortizing any discount or premium from its face value a a constant rate until maturity,
regardless of the effect of fluctuating interest rates on the market value of the instrument. Although the
amortized cost method provides certainty in valuation, it may result at times in determinations of value that
are higher or lower than the price the Funds would receive if the instruments were sold. Consequently,
changes in the market value of such portfolio instruments during periods of rising or falling interest rates
will not be reflected in the computation of the Funds' net asset value.

Certain securities and assets of the Funds may be valued at fair value as determined in good faith
by the Board of Directors or by persons acting at their direction in accordance with guidelines established
by the Board of Directors. The fair value of any restricted securities from time to time held by the Fundsiis
determined by the Manager according to procedures approved by the Board of Directors. Such valuations
and procedures are reviewed periodicaly by the Board of Directors. The fair value of these securities is
generally determined as the amount which the Funds could reasonably expect to realize from an orderly
disposition of such securities over a reasonable period of time. The valuation procedures applied in any
specific instance are likely to vary from case to case. However, consideration is generaly given to the
financial position of the issuer and other fundamental analytical data relating to the investment and to the
nature of the restrictions on disposition of the securities, including any registration expenses that might be
borne by the Funds in connection with such disposition. In addition, specific factors are aso generaly
considered, such as the cost of the investment, the market value of any unrestricted securities of the same
class (both at the time of purchase and at the time of valuation), the size of the holding, the prices of any
recent transactions or offers with respect to such securities, and any available analysts' reports regarding
the issuer.

Generally, trading in corporate bonds, U.S. Government securities and short-term, fixed-income
instruments is substantially completed each day at various times before the close of the NYSE. The values
of these securities used in determining the Funds' net asset value of shares are computed as of such times.
Occasionaly, events affecting the value of these securities may occur between such times and the close of
the NY SE which will not be reflected in the computation of the Funds' net asset value. If events materidly
affecting the value of a Fund’s securities occur during this period, these securities will be valued at their
fair value as determined in good faith by the Board of Directors.
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TAXES

Each Fund has qualified, and intends to continue to qualify each year, as a “regulated investment
company” under Subchapter M of the Code. In order to qualify, the Fund must, among other things:

(@ derive at least 90% of its gross income from dividends, interest, payments with respect to
certain securities loans, and gains from the sale of stock or securities, or other income
derived with respect to its business of investing in such stock or securities;

(b) each year distribute at least 90% of its “investment company taxable income,” which, in
general, consists of investment income and short-term capital gains; and

(c) diversify its holdings so that, a the end of each fiscal quarter

(0] at least 50% of the market value of the Fund's assetsis represented by cash, cash
items, U.S. Government securities, securities of other regulated investment
companies, and other securities, limited in respect of any one issuer to a value
not greater than 5% of the value of the Fund's total assets and 10% of the
outstanding voting securities of such issuer, and

(i) not more than 25% of the value of its assets is invested in the securities (other
than those of the U.S. Government or other regulated investment companies) of
any one issuer or of two or more issuers which the Fund controls and which are
engaged in the same, similar or related trades or businesses if a Fund owns at
least 20% of the voting power of such issuers.

By so qualifying, a Fund will not be subject to federal income taxes to the extent that its net
investment income, net realized short-term capital gains and net realized long-term capital gains are
distributed.

At April 30, 2009, the Value Fund had available for federal tax purposes an unused capita 1oss
carryforward of $4,448,809 which expiresin 2017. At April 30, 2009, the Income Fund had available for
federal tax purposes an unused capital loss carryforward of $420,958 of which $139,760 expires in 2010,
$21,085 expires in 2011, $120,791 expires in 2016 and $139,322 expiresin 2017. To the extent that these
carryforwards are used to offset future capital gains, it is probable that the amount offset will not be
distributed to shareholders.

A Fund is subject to a nondeductible 4% excise tax to the extent it fails to distribute by the end of
any calendar year 98% of its ordinary income for that year and 98% of its capital gain net income for the
one-year period ending on October 31 of that year (and certain undistributed amounts from prior years).
The Funds intend to make sufficient distributions prior to the end of each caendar year to avoid such
excise tax but can make no assurances that distributions will be sufficient to avoid this tax.

In years when a Fund distributes amounts in excess of its earnings and profits, such distributions
may be treated, in part, as areturn of capital. A return of capital is not taxable to a shareholder and has the
effect of reducing the shareholder’s basis in the shares. The Funds currently have no intention or policy to
distribute amounts in excess of their earnings and profits.

It is expected that at least some of the distributions from the Funds will qualify for the dividends-
received deduction for corporations to the extent that the Funds' gross income was derived from qualifying
dividends from domestic corporations.

All or portion of the net investment income distributions to an individual shareholder from the
Funds may be treated as qualified dividend income (eligible for the reduced maximum rate to individuals of
15% (5% for individuals in lower tax brackets)) to the extent that the Fund receives qualified dividend
income. Qualified dividend incomeis, in general, dividend income from taxable domestic corporations and
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certain foreign corporations (e.g., foreign corporations incorporated in a possession of the United States or
in certain countries with a comprehensive tax treaty with the United States, or the stock of which is readily
tradable on an established securities market in the United States). In order for some portion of the
dividends received by a Fund shareholder to be quaified dividend income, a Fund must meet holding
period and other requirements with respect to the dividend paying stocks in its portfolio, and the
shareholder must meet holding period and other requirements with respect to the Fund’s shares.

Absent further legidation, the maximum 15% tax rate on qualified dividend income and long-term
capital gainswill cease to apply to taxable years beginning after December 31, 2008.

Shareholders will receive annua information as to the tax status of distributions made by the
Fundsin each calendar year.

The Funds are required to withhold at the applicable withholding rates and remit to the U.S.
Treasury any amounts of dividend income earned by any shareholder account for which an incorrect or no
taxpayer identification number (“TIN”) has been provided or where the Funds are notified that the
shareholder has under-reported income in the past (or the shareholder failsto certify that he is not subject to
such withholding) or for which the shareholder has failed to certify that he or she is a U.S. person
(including a U.S. resident aien). In addition, the Funds will be required to withhold at the applicable
withholding rates and remit to the U.S. Treasury any amount of the proceeds of any redemption of shares of
a shareholder account for which an incorrect or no TIN has been provided.

The foregoing relates to federal income taxation. Distributions from investment income and
capital gains may aso be subject to state and local taxes. The Corporation is organized as a Maryland
corporation. Under current law, aslong as the Funds qualify for the federal income tax treatment described
above, it is believed that the Funds will not be liable for any income or franchise tax imposed by Maryland
with respect to amounts distributed to sharehol ders.

Many states grant tax-free status to dividends paid to you from interest earned on direct
obligations of the U.S. government, subject in some states to certain requirements. Investment in Ginnie
Mae or Fannie Mae securities, bankers acceptances, commercial paper, and repurchase agreements
collateralized by U.S. government securities do not generally qualify for such tax-free treatment. The rules
on exclusion of thisincome are different for corporate shareholders.

DISTRIBUTIONS

Distributions from Net Investment Income. The Funds pay out substantially al of their net
investment income, (i.e., dividends, interest they receive from their investments, and short-term gains).
The Vdue Fund and the Income Fund will declare and pay any such dividends annually and quarterly,
respectively.

Distributions of Capital Gains. Each Fund's palicy is to distribute annually substantialy all of its
net readized capital gain, if any, after giving effect to any available capita loss carryover. Net redized
capita gain isthe excess of net realized long-term capital gain over net realized short-term capital |oss.

Dividends and short-term capital gains distributions of each Fund are taxable as ordinary income.
Distributions of any long-term capital gains are treated as a gain from the sale or exchange of a capital asset
held for more than one year, regardless of how long you may have owned sharesin a Fund. Distributions
of net capital gains of a Fund will not qualify for the dividends-received deduction and will be taxable as
long-term capital gain, taxable at the rate of 20% for property held for more than one year, whether
received in cash or additional shares.

In order to avoid aliability for excise tax on undistributed income, the Internal Revenue Code of
1986, as amended, requires each Fund to distribute prior to calendar year end virtually all the ordinary
income of the Fund on a calendar year basis, and to distribute virtualy all of the capita gain net income
realized in the one-year period ending each October 31 and not previously distributed.
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Distributions will be taxable whether received in cash or in shares through the reinvestment of
distributions. A dividend paid to you by a Fund in January of ayear generally is deemed to have been paid
by the Fund and received by you on December 31 of the preceding year, if the dividend was declared and
payable to shareholders of record on adate in October, November or December of that preceding year. The
Funds will provide federal tax information annualy, including information about dividends and
distributions paid during the preceding year.

FINANCIAL STATEMENTS

The Corporation’s financial statements for the fiscal year ended April 30, 2009, including notes

thereto and the report of the independent registered public accounting firm thereon are hereby incorporated
by reference into this SAI.
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APPENDIX A: CORPORATE BOND AND COMMERCIAL PAPER RATINGS

I Corporate Bond Ratings

A. Description of Moody’s Investors Service, Inc.’s Corporate Bond Ratings:

Aaa -- Bonds which are rated Aaa are judged to be of the best quality. They carry the smallest degree of investment risk
and are generally referred to as “gilt-edge.” Interest payments are protected by a large or by an exceptionally stable margin and
principal is secure. While the various protective elements are likely to change, such changes as can be visualized are most unlikely to
impair the fundamentally strong position of such issues.

Aa -- Bonds which are rated Aa are judged to be of high quality by all standards. Together with the Aaa group they
comprise what are generally known as high grade bonds. They are rated lower than the best bonds because margins of protection may
not be as large as in Aaa securities or fluctuation of protective elements may be of greater amplitude or there may be other elements
present which make the long-term risks appear somewhat larger than in Aaa securities.

A -- Bonds which are rated A possess many favorable investment attributes and are to be considered as upper medium
grade obligations. Factors giving security to principal and interest are considered adequate, but elements may be present which
suggest a susceptibility to impairment sometime in the future.

Baa -- Bonds which are rated Baa are considered as medium grade obligations, i.e., they are neither highly protected nor
poorly secured. Interest payments and principal security appear adequate for the present, but certain protective elements may be
lacking or may be characteristically unreliable over any great length of time. Such bonds lack outstanding investment characteristics
and in fact have speculative characteristics as well.

Ba and B -- Bonds which are rated Ba or B are judged to have speculative elements; their future cannot be considered as
well assured. Often the protection of interest and principal payments may be very moderate and thereby not well safeguarded during
both good and bad times over the future. Uncertainty of position characterizes bondsin this class.

B. Description of Standard & Poor’s Corporation’s Corporate Bond Ratings:

AAA -- Bonds rated AAA have the highest rating assigned by Standard & Poor’s to a debt obligation. Capacity to pay
interest and repay principal is extremely strong.

AA -- Bonds rated AA have a very strong capacity to pay interest and repay principal and differ from the highest rated
issues only in small degree.

A -- Bonds rated A have a strong capacity to pay interest and repay principal although they are somewhat more susceptible
to the adverse effects of changesin circumstances and economic conditions than bonds in higher rated categories.

BBB -- Bonds rated BBB are regarded as having an adequate capacity to pay interest and repay principal. Whereas they
normally exhibit adequate protection parameters, adverse economic conditions or changing circumstances are more likely to lead to a
wesakened capacity to pay interest and repay principal for bondsin this category than for bonds in higher rated categories.

BB and B -- Bonds rated BB or B are regarded, on balance, as predominately speculative with respect to the issuer's
capacity to pay interest and repay principal in accordance with the terms of the obligation. While such bonds will likely have some
quality and protective characteristics, these are outweighed by large uncertainties or major risk exposures to adverse conditions.

CCC -- Debt rated CCC has a current identifiable vulnerability to default, and is dependent on favorable business,
financial, and economic conditions to meet timely payment of interest and repayment of principal. In the event of adverse business,
financial, or economic conditions, it is not likely to have the capacity to pay interest and repay principal. The ‘CCC’ rating category
aso isused for debt subordinated to senior debt that is assigned an actual or implied ‘B’ or ‘B-’ rating.

1. Commercial Paper Ratings

A. Description of Moody' s Investors Service. Inc.’s Commercial Paper Ratings:

Moody's Investors Service, Inc. evaluates the salient features that affect a Commercial Paper issuer’s financial and
competitive position. Its appraisal includes, but is not limited to, the review of such factors as: quality of management, industry
strengths and risks, vulnerability to business cycles, competitive position, liquidity measurements, debt structure, operating trends and
access to capital markets. Differing degrees of weight are applied to these factors as deemed appropriate for individual situations.
Commercial Paper issuers rated “Prime-1" are judged to be of the best quality. Their short-term debt obligations carry the smallest
degree of investment risk. Margins of support for current indebtedness are large or stable with cash flow and asset protection well
assured. Current liquidity provides ample coverage of near-term liabilities and unused alternative financing arrangements are generally
available. While protective elements may change over the intermediate or longer term, such changes are most unlikely to impair the
fundamentally strong position of short-term obligations. Issuersin the Commercial Paper market rated “Prime-2" are of high quality.
Protection for short-term note holders is assured with liquidity and value of current assets as well as cash generation in sound
relationship to current indebtedness. They are rated lower than the best commercial paper issuers because margins of protection may
not be as large or because fluctuations of protective elements over the near or intermediate term may be of greater amplitude.



Temporary increases in relative short and overall debt load may occur. Alternate means of financing remain assured. |ssuers rated
among Prime-1 and Prime-2 categories are judged to be investment grade.

B. Description of Standard & Poor’ s Corporation Commercial Paper Ratings:

Standard & Poor’ s Corporation describes its highest (“A™) rating for commercial paper as follows, with numbers|, 2 and 3
being used to denote relative strength within the “A” classification: Liquidity ratios are adequate to meet cash requirements. Long-
term senior debt rating should be “A” or better; in some instances “BBB” credits may be allowed if other factors outweigh the “BBB.”
The issuer should be well- established and the issuer should have a strong position within its industry. The reliability and quality of
management should be unquestioned.



Appendix B: Croft-Leominster, Inc. Proxy Voting Procedures

I. Introduction

We, Croft-Leominster (the “Advisor”), have adopted and implemented policies and procedures that we believe are reasonably
designed to ensure that proxies are voted in the best interest of the clients of Croft-Leominster (“Clients’), in accordance with our
fiduciary duties and SEC rule 206(4)-6 under the Investment Advisers Act of 1940. Our authority to vote the proxies of our clientsis
established by our advisory contracts or comparable documents, and our proxy voting guidelines have been tailored to reflect these
specific contractual obligations.
Other terms: The Advisor’s portfolio managers (“ Portfolio Managers’)
The Advisor's designated proxy officers (“Proxy Committee”)
The Advisor’ sinternal administrators (“ Administrators’)

11. Statement of Polices and Procedures

A. Client’sBest Interest- Proxies are always voted in the best interest of the Client and for their well-being, even at the
expense of the Adviser

B. Conflictsof Interest- All material conflicts are resolved for the benefit of the client.

a  Determineif conflict exists

b.  Notify Clients of potential conflict and obtain consent before voting

c.  If consentis not granted the Advisor will refrain from voting on the conflicted issue

C. Limitations- The Adviser may not vote proxiesif the any following conditions are present

a  If the effect on shareholders economic interests or the value of the portfolio holding is indeterminable or
insignificant

b.  Thecost of voting the shares s prohibitive

c. If aClient elects to vote on own behal f

D. Oversight- The Proxy Committee will oversee al proxy responsibilities.

a  Proxy Committee member include the Advisor president and chief compliance officer.

b.  Proxy Committee memberswill review policies for timeliness and cost effectiveness on an ongoing basis.

E. Availability of Polices and Procedures- After initial notification to our Clients, it is also available upon request.

F.  Disclosure of Proxy Voting Record — The Advisor will the make the voting record available to clients upon request within
15 days of the receiving awritten request unless the client’ s votes are done by a third party hired by the client, in which
case they remain unavailable (of course, the Advisor’s clients have the right to vote proxies on portfolio securities
themselves, or to hire athird party to vote proxies)

a. The Advisor will make the proxy voting record similarly available to Croft Funds shareholders upon request;
thiswill be disclosed in the Fund Prospectus. Additionally, beginning Aug 30", 2004 form NP-X detailing the
previous year’s proxy vote will we filed with the SEC and available to the public.

1. R%ponsu bility and Oversight
The Advisor’s Compliance officer is responsible for overseeing the voting process and the Advisor’ straders are
responsible for administering the votes and recording them.

B. Documentation- The advisor will keep accurate records of all voted proxies including the issue, date, and way the shares
werevoted. The Policies and Procedures will be reviewed annually for potential updates or clarification.

C. TheAdvisor'sadministrators will be responsible for notifying clients of a potential conflict of interests.

1V. Policies and Procedures
A. Client Direction- The Advisor’s responsibility for voting proxies are determined generally by its obligations under each
advisory contract or similar document.
B. Voting Process
a  Receive Proxies
i. Administrators receive proxies and make the Portfolio Managers aware of them.
b.  Portfolio managers will then review and assess proxy issues, and if a conflict of interest is suspected, a meeting
of the portfolio managers will occur to decideif a conflict actually exists.
i. A conflict of interest will be declared if the client’ sinterests are at odds with those of the Advisor,
the portfolio managers, the analysts or those with a pecuniary interest in the Advisor.

ii.  If the Portfolio Managers determine there is a conflict of interest they will establish if the conflict is
economically meaningful or potentially economically meaningful in nature.

iii. If the conflict is determined to be economically meaningful or potentially economically meaningful
in nature the Administrators will notify the relevant clients (viamail or fax) of the conflict and
obtain consent to vote on the client’ s behalf.

iv. If theclient refuses their consent, or if the issue is not economically meaningful, the Advisor will not
vote.

v. If the Advisor believes the issue to be economically meaningful and does not have client consent to
vote on their behalf, the Advisor will urge the client to vote on their own behalf without giving an
opinion about which way to vote.

vi. If theclient failsto respond to arequest for consent the Advisor will vote on the client’ s behalf and
disclose to the client in a memo the independent reasons supporting the advisors vote and how that
vote represented the best interests of the client.



C.

D.

f.

Administrators are responsible for giving proxies to Portfolio Managers for all decisions regardless or nature
(routine, specialized etc.) of the issues up for vote.

Portfolio managers are responsible for the proxy vote decisions, but they may take recommendations from
analysts.
i. Portfolio Managers will consider the impact on the share value for at least the expected holding

period for the stock.
1. Analysts may be asked for their input or for research to aide the Portfolio Manager’'s
decision.

ii.  Portfolio Managers will also determine whether or not an issue is economically meaningful.

iii.  Non-economically meaningful issues will usually be voted with company mgmt. unless costs to the
Advisor are prohibitive or the issue has symbolic significance that the Portfolio Manager believes
could affect share value.

The Advisor's administrators are responsible for carrying out vote in accordance with the portfolio manager’s
decision.
i. Portfolio Managers will disclose their decision verbally or in writing directly to the administrators.
Administrators will clarify any confusing or contradictory directives.
ii.  Administrators will notify the appropriate institutions via mail, or if possible, secure email.
The Administrator will record the vote.
i. Excel fileswill be kept consistent with Section C of these procedures.

Record Keeping- In accordance with Rule 204-2(c) the adviser will keep records of the following:

a
b.

~pap

The proxy policy and procedures
Copies of the Proxy statements- the Advisor will rely or EDGAR (aservice of the SEC, EDGAR isa public

database of all statements filed by public companies whether foreign or domestic) or athird party.
Record of each vote cast
A record of the basis for the decision
All written requests from clients for specific voting direction
For the Croft Funds these additional records will be kept
i. Client requests for proxy voting information
ii.  Any materials prepared by the Advisor that were material in making a proxy voting decision.

Duration- Proxy voting records should be available for at least 5 years and in the office of the Advisor for at least two.



PART C
OTHER INFORMATION

Item23. EXHIBITS
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(h) (1)

(h(2)

(h3)

(h)(4)

()

Articles of Incorporation, filed as Exhibit (1) to the Registrant’s Initial Registration Statement
filed on July 22, 1994 are incorporated by reference to Exhibit (a) of Post-Effective Amendment
No. 5, asfiled on June 29, 1998.

By-Laws, filed as Exhibit (2) to the Registrant’s Initia Registration Statement filed on July 22,
1994 are incorporated by reference to Exhibit (b) of Post-Effective Amendment No. 5, as filed on
June 29, 1998.

None.

Management Contract between Registrant and Croft-Leominster, Inc. filed as Exhibit (5) of Pre-
Effective Amendment No. 1 to the Registrant’s Registration Statement on Form N-1A filed on
November 10, 1994 is incorporated by reference to Exhibit (d) of Post-Effective Amendment No.
5, asfiled on June 29, 1998.

Letter Agreement between the Registrant and Croft-Leominster is filed herewith.

None.
None.

Custodian Agreement between Registrant and Star Bank (currently US Bank), N.A. dated August
19, 1994 filed as Exhibit (8) of Pre-Effective Amendment No. 1 to the Registrant’s Registration
Statement on Form N-1A filed on November 10, 1994 is incorporated by reference to Exhibit (g)
of Post-Effective Amendment No. 5, as filed on June 29, 1998.

Transfer Agent Agreement between Croft-Leominster Income Fund and Mutual Shareholder
Services, LLC dated July 6, 2001 filed as Exhibit (h)(4) to Post-Effective Amendment No. 8 on
the Registrant’s Registration Statement on Form N-1A filed on August 20, 2001 is incorporated
by reference.

Transfer Agent Agreement between Croft-Leominster Value Fund and Mutua Shareholder
Services, LLC dated July 6, 2001 filed as Exhibit (h)(5) to Post-Effective Amendment No. 8 on
the Registrant’s Registration Statement on Form N-1A filed on August 20, 2001 is incorporated
by reference.

Accounting Services Agreement between Croft-Leominster Income Fund and Mutua Sharehol der
Services, LLC dated July 6, 2001 filed as Exhibit (h)(6) to Post-Effective Amendment No. 8 on
the Registrant’s Registration Statement on Form N-1A filed on August 20, 2001 is incorporated
by reference.

Accounting Services Agreement between Croft-Leominster Vaue Fund and Mutual Sharehol der
Services, LLC dated July 6, 2001 filed as Exhibit (h)(7) to Post-Effective Amendment No. 8 on
the Registrant’s Registration Statement on Form N-1A filed on August 20, 2001 is incorporated
by reference.

Opinion of Thompson Hine LLP, filed as Exhibit (99.23.i) to Post-Effective Amendment No. 11
on the Registrant’ s Registration Statement on Form N-1A filed on August 30, 2004 isincorporated
by reference.



(i)(2) Consent of Thompson Hine LLP isfiled herewith.

0 Consent of Independent Registered Public Accountants, Cohen Fund Audit Services, Ltd., isfiled

herewith.
(k) None.
0] Purchase Agreement between Registrant and Croft-Leominster, Inc. filed as Exhibit (13) of Pre-

Effective Amendment No. 1 to the Registrant’s Registration Statement on Form N-1A filed on
November 10, 1994 is incorporated by reference to Exhibit (1) of Post-Effective Amendment No.
5, asfiled on June 29, 1998.

(m) Distribution Plan filed as Exhibit (15) of Pre-Effective Amendment No. 1 to the Registrant’s
Registration Statement on Form N-1A filed on November 10, 1994 isincorporated by reference to
Exhibit (m) of Post-Effective Amendment No. 5, asfiled on June 29, 1998.

(n) None.

(0) Reserved.

(P)(1) Amended Code of Ethics for the Croft Funds Corporation, filed as Exhibit 99.23.p to Post-
Effective Amendment No. 12 on the Registrant’s Registration Statement on Form N-1A on July
20, 2005 isincorporated by reference.

(P)(2) Amended and Restated Code of Ethics for Croft-Leominster, Inc. isfiled herewith.

Q) Powers of Attorney of the officers and directors of the Registrant, filed as Exhibit (99.23.9) to
Post-Effective Amendment No. 10 to the Registrant’s Registration Statement on Form N-1A on
September 2, 2003 isincorporated by reference.

Item 24. Persons Controlled By or Under Common Control with the Fund

None.
Item 25. Indemnification

The Corporation shall indemnify and advance expenses to its currently acting and its former
directors to the fullest extent that indemnification of directors is permitted by the Maryland Genera
Corporation Law. The Corporation shall indemnify and advance expenses to its officers to the same extent
as to its directors and to such further extent as is consistent with law. The Board of Directors of the
Corporation may make further provision for indemnification of directors, officers, employees and agentsin
the By-Laws of the Corporation or by resolution or agreement to the fullest extent permitted by the
Maryland General Corporation Law.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted
to directors, officers and controlling persons of the Registrant pursuant to the provisions of Maryland law
and the Articles of Incorporation of the Registrant or the By-Laws of the Registrant, or otherwise, the
Registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In the
event that a claim for indemnification against such liabilities (other than the payment by the Registrant of
expenses incurred or paid by a director, officer or controlling person of the corporation in the successful
defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in
connection with the securities being registered, the Registrant will, unless in the opinion of its counsel the



matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Act and will be governed by
the fina adjudication of such issue.

Item 26. Business and other Connections of the |nvestment Adviser

The Manager is a Maryland corporation that was organized in 1989. The Manager’s principal
place of businessis at Canton House, 300 Water Street, Baltimore, Maryland 21202. It isin the business of
providing investment advice and related services, and is registered with the Securities and Exchange
Commission as an investment adviser. The Manager has prior experience as a Genera Partner of severa
limited partnerships that invest in securities, and its principal staff has substantial investment experience.

The names and prior experience of the Officers and Directors of the Manager are set forth below. The
principa business address of each person listed below (as it relates to the Manager) is Canton House, 300
Water Street, Baltimore, Maryland 21202.

Name and Position with

Croft-Leominster, Inc. Prior Two Y ears Experience

L. Gordon Croft Vice President, Chief Investment Officer and
Director, Chief Investment Officer and |Director of Croft-Leominster, Inc. since
Vice President 1989.

Kent Croft President, Director, Chief Compliance
President and Director Officer, Croft-Leominster, Inc. since 1989.
George Russdll Croft Vice President, Croft-Leominster, Inc. since
Vice President and Treasurer 2001.

Item 27. Principa Underwriters

None.

Item 28. Location of Accounts and Records

All accounts, books and other documents required to be maintained pursuant to Section 31(a) of
the Investment Company Act of 1940 and the rules thereunder are maintained at the offices of the
Registrant’s transfer agent (transfer agency and shareholder records), 8000 Town Centre, Suite 400,
Broadview Heights, OH 44147, the offices of Registrant’s manager (corporate records, journals, ledgers,
receipts, and brokerage orders), 300 Water Street, Baltimore, MD 21202, or at the offices of Registrant’s
custodian (custody records), 425 Walnut Street, Cincinnati, OH 45202.

Item 29. Management Services

All management-related service contracts entered into by Registrant are discussed in Parts A and
B of this Registration Statement.

Item 30. Undertakings

None.



SIGNATURES
Pursuant to the requirements of the Investment Company Act, the Registrant certifies that it meets all the
requirements for the effectiveness of this registration statement and has duly caused this Post-Effective
Amendment No. 18 to Registration Statement No. 33-81926 to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City of Baltimore and State of Maryland, onthe ___ day of August, 2009.

CROFT FUNDS CORPORATION

By:

Kent G. Croft, President and Director

As required by the Securities Act of 1933, this Post-Effective Amendment No. 18 to the Registration
Statement has been signed by the following persons in the capacity and on the date indicated.

Signature Title

* George D. Edwards, |1 Director

*Charles J. McLaughlin Director

*By: Date: 8/ /09
Kent G. Croft

Attorney in fact

President/Principal

Kent G. Croft Executive Officer and Director Date: 8/ /09
Treasurer/Principa Financial Date: 8/ /09
Philip N. Vong Officer/Principal Accounting

Officer
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