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Overview of Funds

income securities provides a certain style based on
quality and duration. These maps show you each

Each Harbor fund has its own investment style. A
portfolio of equity securities provides a certain style
based on the stocks’ growth or value characteristics Harbor fund’s investment style.
and their market capitalizations. A portfolio of fixed

HCAFHLCVF

HSCVF

GrowthValue

HMCGF

Large
Cap

Mid
Cap

Small
Cap

HIGFHGEF*HIF 

GrowthValue

Large
Cap

Mid
Cap

Small
Cap

HSDF 
HMMF HBF

LongShort MidBlend Blend

High
Quality

Medium
Quality

Low
Quality

Fixed IncomeDomestic Equity International Equity

HSCGF

HMCVF

*HGEF holds both domestic
and International securities

Legend:
HCAF Harbor Capital Appreciation Fund HIF Harbor International Fund HBF Harbor Bond Fund
HMCGF Harbor Mid Cap Growth Fund HIGF Harbor International Growth Fund HSDF Harbor Short Duration Fund
HSCGF Harbor Small Cap Growth Fund HGEF Harbor Global Equity Fund HMMF Harbor Money Market Fund
HLCVF Harbor Large Cap Value Fund
HMCVF Harbor Mid Cap Value Fund
HSCVF Harbor Small Cap Value Fund

The Harbor fixed income funds may be an
appropriate investment for investors:
� Looking to allocate a portion of their assets to

The Harbor equity funds may be an appropriate
investment for investors:
� With a long-term time horizon and no need for

current income. fixed income securities.
� Willing to tolerate more risk than fixed income � Looking for an investment with a lower risk than

investments. equity funds.
� Willing to assume the risk of changes in the � Seeking current income.

value of common stocks and, in the case of the � Willing to assume the risk of changing interest
international and global equity funds, the risks of rates and other factors, such as duration, credit
investing in foreign markets. quality and prepayment risk, that affect the value

of bonds.

A subsidiary of Robeco Groep N.V., Harbor
Capital Advisors selects and oversees subadvisers
who are responsible for managing the assets of

Harbor Capital Advisors, Inc., a registered
investment adviser, is the sponsor of the Harbor
family of 12 no-load mutual funds, each with
different risk and potential return characteristics. each fund.

An investment in the funds is not a bank deposit Pursuant to an exemptive order granted by the SEC,
and is not insured or guaranteed by the Federal shareholders are not required to vote to approve a
Deposit Insurance Corporation or any other new or amended subadvisory agreement.
government agency.

Harbor Fund’s trustees may change a fund’s
investment goal without shareholder approval.
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Risk/Return Summary — Domestic Equity
HARBOR CAPITAL APPRECIATION FUND

INVESTMENT GOAL
The fund invests primarily in equity securities, results and are attractively valued relative to theirLong-term growth of
principally common and preferred stocks, of growth prospects.capital.
U.S. companies with market capitalizations of at

PRINCIPAL STYLE least $1 billion and above average prospects for The subadviser focuses on stocks of companies thatCHARACTERISTICS growth. have distinct attributes such as:
Mid to large cap In general, the fund stays fully invested in stocks and � Strong market position with a defensible franchise
growth stocks with does not try to time the market. The subadviser uses a � Unique marketing competence
more volatility than the bottom up approach, researching and evaluating � Strong research and development leading to
market. individual companies, to manage the fund’s portfolio. superior new product flow

This research includes visits to companies and � Capable and disciplined managementPORTFOLIO MANAGER discussions with company management.
Spiros Segalas In selecting stocks for the fund’s portfolio, the The subadviser prefers companies that are in the
Jennison Associates LLC subadviser looks for companies with the following early stages of demonstrating the above financial and

financial characteristics:466 Lexington Avenue other characteristics.
� Superior absolute and relative earnings growthNew York, NY 10017
� Superior sales growth, improving sales

Stocks of mid and large cap companies in the fund’sSig Segalas has momentum and high levels of unit growth
portfolio are expected to maintain or achieve abovemanaged the fund since � High or improving profitability
average earnings growth. The fund may invest up to� Strong balance sheets1990. He has been the
20% of its assets in the securities of foreign issuers,president of Jennison In addition, the subadviser looks for companies that including issuers located or doing business in

since 1993 and the have actually achieved or exceeded expected earnings emerging markets.
chief investment officer
since 1973. He is a
director and founding

(for the periods ended December 31) (for the periods ended December 31, 2001)member of Jennison.

PRINCIPAL STRATEGIES AND INVESTMENTS

The bar chart and table indicate the risks of investing The table shows how the fund’s average annual returns for
in the fund. The bar chart shows changes in the different calendar periods compare to those of a widely
performance of the fund’s institutional class shares recognized, unmanaged index of U.S. common stock
from year-to-year for the past ten years. prices. After-tax returns shown in the table are calculated

using the historical highest individual federal marginal
income tax rates and do not reflect the impact of state and
local taxes. Actual after-tax returns depend on an investor’s
tax situation and may differ from those shown. The after-
tax returns shown are not relevant to investors who hold
their fund shares through tax-deferred arrangements such as
401(k) plans or individual retirement accounts. The fund’s
past performance before and after taxes, is not necessarily
an indication of how the fund will perform in the future.

One Five Ten
Year Years Years

CAPITAL APPRECIATION FUND

Institutional Class
Return Before Taxes –17.74% 12.35% 14.19%
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Return After Taxes on Distributions –17.78% 10.08% 12.25%Year-to-Date through September 30, 2002: –32.91%
Return After Taxes on Distributions

and Sale of Fund Shares –10.80% 10.09% 11.71%

Retirement Class1
(for the past 10 years)

Return Before Taxes –17.94% 12.07% 13.90%
Total Return Quarter/Year Investor Class1

Return Before Taxes –18.09% 11.87% 13.70%Best 30.01% 4th/1998

COMPARATIVE INDEXWorst –19.53% 3rd/2001
S&P 500

(reflects no deduction for fees,
expenses or taxes) –11.88% 10.70% 12.94%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Domestic Equity
HARBOR CAPITAL APPRECIATION FUND

Stocks do fluctuate in price and the value of your currency exchange rates, foreign government
investment in the fund may go down. This means actions, political instability or the more limited
that you could lose money on your investment in availability of accurate information about foreign
the fund or the fund may not perform as well as issuers. These risks are more severe for issuers in
other possible investments if any of the following emerging market countries.
occurs:

The fund’s performance may be more volatile
� A drop in U.S. or foreign stock markets.

because it may invest in mid cap stocks. Mid cap
� The market favors small cap stocks over medium

companies may have more limited product lines,
and large cap stocks, or value over growth stocks.

markets and financial resources than larger cap
� An adverse event, such as an unfavorable earnings

companies. They may also have shorter operating
report, depresses the value of a particular

histories and more volatile businesses. Mid cap
company’s stock.

stocks tend to trade in a wider price range than
� The subadviser’s judgments about the

large cap stocks. In addition, it may be harder to
attractiveness, value and potential appreciation of

sell these stocks, particularly in large blocks, which
particular companies’ stocks prove to be incorrect.

can reduce their selling price.
� Prices of the fund’s foreign securities go down

because of unfavorable changes in foreign

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost of

This table describes the fees and expenses that you investing in other mutual funds.
may pay if you buy and hold shares of the fund.

The example assumes that:
Institutional Retirement Investor � You invest $10,000 in the fund for the time

Class Class Class
periods indicated;

� You redeem at the end of each period;Shareholder fees None None None
(fees paid directly from your � Your investment has a 5% return each year; and

investment)
� The fund’s operating expenses remain the same.

Annual fund
Although your actual costs may be higher or lower,operating expenses

(expenses that are deducted under these assumptions your costs would be:
from fund assets)

One Three Five Ten
Management fees 0.60% 0.60% 0.60% Year Years Years Years
Distribution and service

(12b-1) fees None 0.25% 0.25% Institutional Class $ 68 $213 $374 $ 851
Other expenses 0.06% 0.06% 0.24%

Retirement Class $ 93 $294 $515 $1,173Total annual fund
operating expenses 0.66% 0.91% 1.09% Investor Class $112 $352 $617 $1,405

3
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Risk/Return Summary — Domestic Equity
HARBOR MID CAP GROWTH FUND

INVESTMENT GOAL
Long-term growth of The fund invests in equity securities, principally � Strong balance sheet
capital. common and preferred stocks, of companies with � Attractive valuation as measured by price/earnings

market capitalizations in the approximate range of to growth ratio
PRINCIPAL STYLE $1 billion to $10 billion at the time of initial The subadviser believes that these characteristics areCHARACTERISTICS investment. the result of distinct attributes, which it looks for inMid cap growth stocks In general, the fund stays fully invested in stocks potential investments, such as:
demonstrating potential and does not try to time the market. The subadviser � Capable and accessible management
for extraordinary uses a bottom up approach, employing fundamental � High barriers to entry and resistance to
earnings growth. and qualitative criteria to identify individual recessionary forces

companies for potential investment by the fund’s � Company offers related products and services
PORTFOLIO MANAGERS portfolio. The subadviser’s research also includes � Innovative business concept

initial personal interviews and continuing contactsWilliam Jeffery Under normal circumstances, the fund intends to
with management of a company. The subadviser has invest substantially all, but must invest at least 80%,Kenneth McCain contact with a broad network of national and of its net assets, plus borrowings for investmentDavid Baratta regional analysts and brokers specializing in smaller, purposes, in a diversified portfolio of mid capWall Street Associates growth companies. equity securities. The fund’s 80% investment policy

1200 Prospect Street In selecting stocks for the fund’s portfolio, the may not be changed unless the fund provides 60
Suite 100 subadviser looks for companies with the following days advance notice to its shareholders. The fund

characteristics: expects to invest in approximately 75 companies.La Jolla, CA 92037
� Superior earnings growth The fund’s sector weightings are a result of, and

William Jeffery, � High probability for positive earnings secondary to, individual stock selections.
Kenneth McCain, and
David Baratta have co-
managed the fund since (for the periods ended December 31) (for the periods ended December 31, 2001)
its inception in 2000. The bar chart and table indicate the risks of The table shows how the fund’s average annual
Mr. Jeffery serves as investing in the fund. The bar chart shows changes returns for different calendar periods compare to

in the performance of the fund’s institutional classpresident and chairman those of a widely recognized, unmanaged index of
shares from year-to-year since its founding.of the board of U.S. common stock prices. After-tax returns shown

in the table are calculated using the historical highestdirectors of Wall Street
individual federal marginal income tax rates and doAssociates. Mr. McCain
not reflect the impact of state and local taxes. Actualis a member of Wall
after-tax returns depend on an investor’s tax situationStreet’s board of and may differ from those shown. The after-tax

directors. Both were returns shown are not relevant to investors who hold
previously employed at their fund shares through tax-deferred arrangements
California First Capital such as 401(k) plans or individual retirement

accounts. The fund’s past performance before andManagement.
after taxes, is not necessarily an indication of how theMr. Baratta joined the
fund will perform in the future.firm in 1999 and was

Since
previously employed at One Five Inception

Year Years (11/01/2000)Morgan Grenfell, Inc.

PRINCIPAL STRATEGIES AND INVESTMENTS

MID CAP GROWTH FUND
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Institutional ClassYear-to-Date through September 30, 2002: –40.44%
Return Before Taxes –25.62% N/A –32.43%
Return After Taxes on Distributions –25.62% N/A –32.43%

(for the past 10 years) Return After Taxes on Distributions
and Sale of Fund Shares –15.60% N/A –25.76%Total Return Quarter/Year

Retirement Class1

Best 30.25% 4th/2001 Return Before Taxes –25.80% N/A –32.60%

Investor Class1Worst –34.77% 3rd/2001
Return Before Taxes –25.94% N/A –32.72%

COMPARATIVE INDEX

Russell Midcap˛ Growth
(reflects no deduction for fees,
expenses or taxes) –20.15% N/A –30.16%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Domestic Equity
HARBOR MID CAP GROWTH FUND

Stocks do fluctuate in price and the value of your Because the fund invests primarily in stocks of mid
investment in the fund may go down. This means cap companies, the fund’s performance may be
that you could lose money on your investment in more volatile than a fund which invests primarily in
the fund or the fund may not perform as well as stocks of large cap companies. Mid cap companies
other possible investments if any of the following may have more limited product lines, markets and
occurs: financial resources than larger cap companies. They
� A drop in the stock market. may also have shorter operating histories and more
� The market favors value stocks or small or large volatile businesses. Mid cap stocks tend to trade in

cap stocks over mid cap stocks. a wider price range than large cap stocks. In
� An adverse event, such as an unfavorable earnings addition, it may be harder to sell these stocks,

report, depresses the value of a particular particularly in large blocks, which can reduce their
company’s stock. selling price.

� The subadviser’s judgment about the
attractiveness, value and potential appreciation of
particular companies’ stocks prove to be incorrect.

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost ofThis table describes the fees and expenses that you
investing in other mutual funds.may pay if you buy and hold shares of the fund.
This example assumes that:Institutional Retirement Investor
� You invest $10,000 in the fund for the timeClass Class Class

periods indicated;
Shareholder fees None None None � You redeem at the end of each period;
(fees paid directly from your � Your investment has a 5% return each year; and

investment) � The fund’s operating expenses remain the same.
Annual fund Although your actual costs may be higher or lower,
operating expenses under these assumptions your costs would be:(expenses that are deducted

from fund assets) One Three Five Ten
Year Years Years YearsManagement fees 0.75% 0.75% 0.75%

Distribution and service
Institutional Class $144 $452 $ 793 $1,805(12b-1) fees None 0.25% 0.25%

Other expenses 0.65% 0.65% 0.83%
Retirement Class $169 $533 $ 935 $2,127

Total annual fund
Investor Class $188 $591 $1,036 $2,359operating expenses1 1.40% 1.65% 1.83%

1 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement Investor
Class Class Class

Management fees 0.55% 0.55% 0.55%
Distribution and service

(12b-1) fees None 0.25% 0.25%
Other expenses 0.65% 0.60% 0.60%

Total annual fund
operating expenses 1.20% 1.40% 1.40%
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Risk/Return Summary — Domestic Equity
HARBOR SMALL CAP GROWTH FUND

INVESTMENT GOAL
The fund invests in equity securities, principally � Strong balance sheetLong-term growth of common and preferred stocks, of small cap � Attractive valuation as measured by price/earnings

capital. companies with market capitalizations in the to growth ratio
approximate range of $100 million to $1.5 billionPRINCIPAL STYLE In addition, the subadviser prefers companies withat the time of initial investment.CHARACTERISTICS the following qualitative characteristics:

� Superior company managementSmall cap growth stocks In general, the fund stays fully invested in stocks
� Significant insider ownershipdemonstrating consistent and does not try to time the market. The subadviser
� Unique market position and broad marketuses a bottom up approach by, first, identifyingor accelerating earnings opportunitiescompanies that meet strict fundamental criteria andgrowth. � Solid financial controls and accountingthen performing a qualitative review on each

identified company to select those companies forPORTFOLIO MANAGER Under normal circumstances, the fund intends to
investment in the fund’s portfolio. This means that invest substantially all, but must invest at least 80%,William Muggia individual stock selections primarily determine the of its net assets, plus borrowings for investmentWestfield Capital fund’s sector weightings. The subadviser’s research purposes, in a diversified portfolio of small cap

Management Company also includes initial personal interviews and equity securities. The fund’s 80% investment policy
continuing contacts with company management.LLC may not be changed unless the fund provides 60

days advance notice to its shareholders. The fundOne Financial Center In selecting stocks for the fund’s portfolio, the expects to invest in about 50 companies.23rd Floor subadviser looks for companies with the following
Boston, MA 02111 characteristics:

� Accelerating earnings momentum
William Muggia has � Strong earnings growth
managed the fund since
its inception in 2000.
He is president, chief

(for the periods ended December 31) (for the periods ended December 31, 2001)investment officer, and
a member of the board The bar chart and table indicate the risks of The table shows how the fund’s average annual

investing in the fund. The bar chart shows changes returns for different calendar periods compare toof directors of Westfield
in the performance of the fund’s institutional class those of a widely recognized, unmanaged index ofCapital Management.
shares from year-to-year since its founding. U.S. common stock prices. After-tax returns shownPrior to joining in the table are calculated using the historical highest

Westfield in 1994, he individual federal marginal income tax rates and do
worked in the not reflect the impact of state and local taxes. Actual
Technology Investment after-tax returns depend on an investor’s tax situation

and may differ from those shown. The after-taxBanking Group at Alex.
returns shown are not relevant to investors who holdBrown & Sons.
their fund shares through tax-deferred arrangements
such as 401(k) plans or individual retirement
accounts. The fund’s past performance before and

On November 1, 2002, after taxes, is not necessarily an indication of how
the fund will perform in the future.the fund changed its

Sincename from ‘‘Harbor
One Five InceptionGrowth Fund’’ to Year Years (11/01/2000)

‘‘Harbor Small Cap SMALL CAP GROWTH FUND
Growth Fund.’’ The
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Institutional Classhistorical performance Year-to-Date through September 30, 2002: –22.97% Return Before Taxes 2.29% N/A 6.06%
for this fund for Return After Taxes on Distributions 2.29% N/A 6.06%

Return After Taxes on Distributionsperiods prior to
(for the past 10 years) and Sale of Fund Shares 1.40% N/A 4.85%November 1, 2002

Total Return Quarter/Yearreflect the performance Retirement Class1

Return Before Taxes 2.04% N/A 5.79%of the former Harbor Best 19.22% 2nd/2001
Small Cap Growth Investor Class1

Worst –15.76% 3rd/2001 Return Before Taxes 1.85% N/A 5.60%Fund which merged
COMPARATIVE INDEXinto this fund on

October 31, 2002.

PRINCIPAL STRATEGIES AND INVESTMENTS

Russell 2000˛ Growth
(reflects no deduction for fees,
expenses or taxes) –9.23% N/A –18.44%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Domestic Equity
HARBOR SMALL CAP GROWTH FUND

Stocks do fluctuate in price and the value of your The fund’s performance may be more volatile
investment in the fund may go down. This means because it invests primarily in small cap stocks.
that you could lose money on your investment in Smaller companies may have limited product lines,
the fund or the fund may not perform as well as markets and financial resources. They may also have
other possible investments if any of the following shorter operating histories and more volatile
occurs: businesses. Small cap stocks tend to trade in a wider
� A drop in the stock market. price range than larger cap stocks. In addition, it
� The market favors value stocks or mid to large may be harder to sell these stocks, particularly in

cap stocks over small cap stocks. large blocks, which can reduce their selling price.
� An adverse event, such as an unfavorable earnings

report, depresses the value of a particular Because the fund typically invests in about 50
company’s stock. companies, an adverse event affecting a particular

� The subadviser’s judgment about the company may hurt the fund’s performance more
attractiveness, value and potential appreciation of than if it had invested in a larger number of
particular companies’ stocks prove to be incorrect. companies.

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost of

This table describes the fees and expenses that you investing in other mutual funds.
may pay if you buy and hold shares of the fund.

This example assumes that:
Institutional Retirement Investor � You invest $10,000 in the fund for the timeClass Class Class

periods indicated;
� You redeem at the end of each period;Shareholder fees None None None

(fees paid directly from your � Your investment has a 5% return each year; and
investment) � The fund’s operating expenses remain the same.

Annual fund Although your actual costs may be higher or lower,operating expenses
under these assumptions your costs would be:(expenses that are deducted

from fund assets)
One Three Five Ten

Management fees 0.75% 0.75% 0.75% Year Years Years Years
Distribution and service

(12b-1) fees None 0.25% 0.25% Institutional Class $144 $452 $ 793 $1,805
Other expenses 0.65% 0.65% 0.83%

Retirement Class $169 $533 $ 938 $2,127
Total annual fund

operating expenses1 1.40% 1.65% 1.83% Investor Class $188 $591 $1,036 $2,359

1 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement Investor
Class Class Class

Management fees 0.75% 0.75% 0.75%
Distribution and service

(12b-1) fees None 0.25% 0.25%
Other expenses 0.20% 0.20% 0.38%

Total annual fund
operating expenses 0.95% 1.20% 1.38%

7

PRINCIPAL RISKS

FEES AND EXPENSES EXAMPLE



Risk/Return Summary — Domestic Equity
HARBOR LARGE CAP VALUE FUND

INVESTMENT GOAL
The fund invests primarily in equity securities, In addition, the subadviser prefers companies with theLong-term total return.
principally common and preferred stocks, of U.S. following qualitative characteristics:

PRINCIPAL STYLE companies with market capitalizations of at least � Dominant brand names
$5 billion at the time of initial investment. � Low cost provider or niche playerCHARACTERISTICS

� Strong management with a successful track recordIn general, the fund stays fully invested in stocks andLarge cap value stocks.
does not try to time the market. The subadviser uses a Under normal circumstances, the fund intends to investPORTFOLIO MANAGER bottom up approach, employing fundamental and substantially all, but must invest at least 80%, of its net
qualitative criteria to identify individual companies for assets, plus borrowings for investment purposes, in aJeffrey Shaw
potential investment in the fund’s portfolio. The diversified portfolio of large cap equity securities. TheArmstrong Shaw subadviser’s research also includes continuing contacts fund’s 80% investment policy may not be changedAssociates, Inc. with company management. unless the fund provides 60 days advance notice to its

45 Grove Street In selecting stocks for the fund’s portfolio, the shareholders. The fund expects to invest in
subadviser looks for companies with the following approximately 25 to 40 companies. The subadviserNew Canaan, CT 06840
characteristics: intends to limit the fund’s investments in any one sector

Jeffrey Shaw has � Higher earnings per share growth as a percentage of the Fund’s assets to the greater of
� High return on equity 15% or two times the Russell 1000@ Value index’smanaged the fund since
� Relative price earnings multiple less than the sector weightings.September 20, 2001.

S&P 500 index
He is the chief � Selling at a substantial discount to its intrinsic value
investment officer of
Armstrong Shaw and
has served as its

(for the periods ended December 31) (for the periods ended December 31, 2001)chairman since 1999
The bar chart and table indicate the risks of investing in The table shows how the fund’s average annual returnsand as its president
the fund. The bar chart shows changes in the for different calendar periods compare to those of asince 1989. performance of the fund’s institutional class shares from widely recognized, unmanaged index of U.S. common
year-to-year for the past ten years. stock prices. After-tax returns shown in the table are

calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact
of state and local taxes. Actual after-tax returns depend
on an investor’s tax situation and may differ from thoseOn September 20, shown. The after-tax returns shown are not relevant to

2001, the fund changed investors who hold their fund shares through tax-
its name from ‘‘Harbor deferred arrangements such as 401(k) plans or individual

retirement accounts. The fund’s past performance beforeValue Fund’’ to
and after taxes, is not necessarily an indication of how‘‘Harbor Large Cap
the fund will perform in the future.Value Fund’’.

PRINCIPAL STRATEGIES AND INVESTMENTS

One Five Ten
Year Years Years

LARGE CAP VALUE FUND
Institutional Class
Return Before Taxes 4.10% 10.98% 12.36%
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Return After Taxes on Distributions 3.50% 6.99% 8.37%Year-to-Date through September 30, 2002: –25.78%
Return After Taxes on Distributions

and Sale of Fund Shares 2.47% 7.06% 8.25%
(for the past 10 years) Retirement Class1

Total Return Quarter/Year Return Before Taxes 3.84% 10.70% 12.08%
Investor Class1

Best 15.24% 4th/1998
Return Before Taxes 3.66% 10.50% 11.88%

Worst –13.68% 3rd/1998
COMPARATIVE INDEX
Russell 1000˛ Value

(reflects no deduction for fees,
expenses or taxes) –5.59% 11.13% 14.16%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Domestic Equity
HARBOR LARGE CAP VALUE FUND

Stocks do fluctuate in price and the value of your � The subadviser’s judgment about the attractiveness,
investment in the fund may go down. This means that value and potential appreciation of particular
you could lose money on your investment in the fund companies’ stocks prove to be incorrect.
or the fund may not perform as well as other possible

Because the fund typically invests in about 25 toinvestments if any of the following occurs:
40 companies, an adverse event affecting a particular� A drop in the stock market.
company may hurt the fund’s performance more than if� The market favors small or mid cap stocks over large
it had invested in a larger number of companies.cap stocks, or growth over value stocks.

� An adverse event, such as an unfavorable earnings
report, depresses the value of a particular company’s
stock.

(based on year ended October 31, 2001) This example is intended to help you compare the cost
of investing in the fund with the cost of investing inThis table describes the fees and expenses that you may
other mutual funds.pay if you buy and hold shares of the fund.

Institutional Retirement Investor The example assumes that:
Class Class Class � You invest $10,000 in the fund for the time periods

indicated;
Shareholder fees None None None � You redeem at the end of each period;
(fees paid directly from your � Your investment has a 5% return each year; andinvestment)

� The fund’s operating expenses remain the same.
Annual fund

Although your actual costs may be higher or lower,operating expenses
(expenses that are deducted under these assumptions your costs would be:

from fund assets)
One Three Five Ten

Management fees 0.60% 0.60% 0.60% Year Years Years Years
Distribution and service

(12b-1) fees None 0.25% 0.25% Institutional Class $ 79 $249 $436 $ 993
Other expenses 0.17% 0.17% 0.35%

Retirement Class $105 $330 $578 $1,315Total annual fund
operating expenses 0.77% 1.02% 1.20% Investor Class $123 $388 $680 $1,547
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Risk/Return Summary — Domestic Equity
HARBOR MID CAP VALUE FUND

INVESTMENT GOAL
The fund invests primarily in equity securities, � Strong balance sheetLong-term total return.
principally common and preferred stocks, of � Free cash flow generation

PRINCIPAL STYLE companies with market capitalizations in the � Stable to improving industry fundamentals
CHARACTERISTICS approximate range of $1 billion to $10 billion at the In addition, the subadviser prefers companies withMid cap value stocks of time of initial investment. the following qualitative characteristics:companies with

� Market leader: high/improving market shareIn general, the fund stays fully invested in stocksimproving fundamentals
� Proven management with the talent to manage aand does not try to time the market. The subadviserand priced at a larger companyuses a bottom up approach, employing fundamentaldiscount to their peers. � Large insider ownership/insiders buyingand qualitative criteria to identify individual

PORTFOLIO MANAGER The fund intends to invest substantially all, butcompanies for potential investment in the fund’s
must invest at least 80%, of its net assets, plusportfolio. The fund’s sector weightings are a resultTimothy G. Dalton, Jr.
borrowings for investment purposes, in a diversifiedof, and secondary to, individual stock selections.Kenneth J. Greiner
portfolio of equity securities of mid cap companies.The subadviser’s research also includes initialBruce H. Geller
The fund’s 80% investment policy may not bepersonal interviews and continuing contacts withPeter A. Gulli
changed unless the fund provides 60 days advancetop management of a company and the company’sDalton, Greiner,
notice to its shareholders. The fund expects tocompetitors and suppliers.Hartman, Maher & Co.
invest in approximately 30 to 40 companies.

In selecting stocks for the fund’s portfolio, the565 Fifth Avenue
subadviser looks for companies with the followingSuite 2101
characteristics:New York, NY 10017
� Attractive valuation with above average

Tim Dalton, Ken profitability
Greiner, Bruce Geller
and Peter Gulli have co-

FUND PERFORMANCEmanaged the fund since
Because the fund is newly organized and does not historical subadviser composite performanceits inception in 2002.
yet have a performance history, the bar chart and information for accounts with substantially similarMr. Dalton has been the
total return tables are not provided. See page 32 for investment objectives, policies and strategies.Chairman of DGHM

since 1990. Mr. Greiner
has been the president of PRINCIPAL RISKS
DGHM since 1990. Stocks do fluctuate in price and the value of your more volatile than a fund which invests primarily in

investment in the fund may go down. This means stocks of large cap companies. Mid cap companiesMr. Geller is an
that you could lose money on your investment in may have more limited product lines, markets andexecutive vice president
the fund or the fund may not perform as well as financial resources than large cap companies. Theyand has been with
other possible investments if any of the following may also have shorter operating histories and moreDGHM since 1992.
occurs: volatile businesses. Mid cap stocks tend to trade inMr. Gulli is a vice
� A drop in the stock market. a wider price range than larger cap stocks. Inpresident and has been
� The market favors small or large cap stocks over addition, it may be harder to sell these stocks,at DGHM since 1999.

PRINCIPAL STRATEGIES AND INVESTMENTS

mid cap stocks, or growth over value stocks. particularly in large blocks, which can reduce their
� An adverse event, such as an unfavorable earnings selling price.

report, depresses the value of a particular
Because the fund typically invests in about 30 to 40company’s stock.
companies, an adverse event affecting a particular

� The subadviser’s judgment about the
company may hurt the fund’s performance moreattractiveness, value and potential appreciation of
than if it had invested in a larger number ofparticular companies’ stocks prove to be incorrect.
companies.

Because the fund invests primarily in stocks of mid
cap companies, the fund’s performance may be
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Risk/Return Summary — Domestic Equity
HARBOR MID CAP VALUE FUND

This table describes the fees and expenses that you This example is intended to help you compare the
may pay if you buy and hold shares of the fund. cost of investing in the fund with the cost of

investing in other mutual funds.Institutional Retirement Investor
Class Class Class

This example assumes that:
� You invest $10,000 in the fund for the timeShareholder fees None None None

(fees paid directly from your periods indicated;
investment)

� You redeem at the end of each period;
Annual fund � Your investment has a 5% return each year; and
operating expenses

� The fund’s operating expenses remain the same.(expenses that are deducted
from fund assets)

Although your actual costs may be higher or lower,
Management fees 0.75% 0.75% 0.75%

under these assumptions your costs would be:Distribution and service
(12b-1) fees None 0.25% 0.25% One Three Five Ten

Other expenses1 0.77% 0.77% 0.95% Year Years Years Years

Total annual fund
Institutional Class $156 $491 $ 861 $1,960operating expenses2 1.52% 1.77% 1.95%

Retirement Class $181 $572 $1,002 $2,282
1 Such fees are based on estimated amounts for the current fiscal year

Investor Class $200 $630 $1,104 $2,514ending October 31, 2002.

2 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement Investor
Class Class Class

Management fees 0.55% 0.55% 0.55%
Distribution and service

(12b-1) fees None 0.25% 0.25%
Other expenses 0.65% 0.60% 0.60%

Total annual fund
operating expenses 1.20% 1.40% 1.40%
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Risk/Return Summary — Domestic Equity
HARBOR SMALL CAP VALUE FUND

INVESTMENT GOAL
Long-term total return The fund invests primarily in equity securities, perspectives. The subadviser uses a statistical

principally common and preferred stocks, of approach designed to measure and control thePRINCIPAL STYLE
companies selected from the Russell 2000@ universe prospect of substantially underperforming theCHARACTERISTICS
with market capitalizations in the approximate range benchmark to seek to limit company specific risk in

Small cap value stocks.
of $250 million to $2.5 billion at the time of initial the fund’s portfolio.

PORTFOLIO MANAGER investment.
Under normal circumstances, the fund intends to

Paul E. Viera In general, the fund stays fully invested in stocks invest substantially all, but must invest a least 80%,
EARNEST Partners LLC and does not try to time the market. The subadviser of its net assets, plus borrowings for investment
75 Fourteenth Street employs a value based investment style by seeking to purposes, in a diversified portfolio of equity
Suite 2300 identify companies with stocks trading at prices securities of small cap companies. The fund’s 80%
Atlanta, GA 30309 below what the subadviser believes are their intrinsic investment policy may not be changed unless the

values. The subadviser uses a bottom up approach, fund provides 60 days advance notice to its
Paul E. Viera has

employing fundamental and qualitative criteria to shareholders. The fund expects to invest in
managed the fund since

identify individual companies for potential approximately 60 companies. The fund’s sector
its inception in 2001.

investment in the fund’s portfolio. The subadviser weightings are a result of, and secondary to,
Mr. Viera is the chief

utilizes relationships with key analysts and industry individual stock selections.
executive officer and

experts to obtain unbiased and unique research
founder of EARNEST
Partners. Prior to
founding EARNEST FUND PERFORMANCE
Partners, he was a Because the fund is newly organized and does not historical subadviser composite performance
global partner at yet have a performance history, the bar chart and information for accounts with substantially similar
INVESCO and a senior total return tables are not provided. See page 33 for investment objectives, policies and strategies.
member of its
investment committee.

PRINCIPAL STRATEGIES AND INVESTMENTS

PRINCIPAL RISKS
Stocks do fluctuate in price and the value of your The fund’s performance may be more volatile
investment in the fund may go down. This means because it invests primarily in small cap stocks.
that you could lose money on your investment in Smaller companies may have limited product lines,
the fund or the fund may not perform as well as markets and financial resources. They may also have
other possible investments if any of the following shorter operating histories and more volatile
occurs: businesses. Small cap stocks tend to trade in a wider
� A drop in the stock market. price range than larger cap stocks. In addition, it
� The market favors mid or large cap stocks over may be harder to sell these stocks, particularly in

small cap stocks, or growth over value stocks. large blocks, which can reduce their selling price.
� An adverse event, such as an unfavorable earnings

report, depresses the value of a particular Because the fund typically invests in approximately
company’s stock. 60 companies, an adverse event affecting a particular

� The subadviser’s judgment about the company may hurt the fund’s performance more
attractiveness, value and potential appreciation of than if it had invested in a larger number of
particular companies’ stocks prove to be incorrect. companies.

12



Risk/Return Summary — Domestic Equity
HARBOR SMALL CAP VALUE FUND

This table describes the fees and expenses that you This example is intended to help you compare the
may pay if you buy and hold shares of the fund. cost of investing in the fund with the cost of

investing in other mutual funds.Institutional Retirement Investor
Class Class Class

This example assumes that:
� You invest $10,000 in the fund for the timeShareholder fees None None None

(fees paid directly from your periods indicated;
investment)

� You redeem at the end of each period;
Annual fund � Your investment has a 5% return each year; and
operating expenses � The fund’s operating expenses remain the same.
(expenses that are deducted

from fund assets) Although your actual costs may be higher or lower,
Management fees 0.75% 0.75% 0.75% under these assumptions your costs would be:
Distribution and service

One Three Five Ten(12b-1) fees None 0.25% 0.25%
Year Years Years YearsOther expenses1 0.72% 0.72% 0.90%

Total annual fund Institutional Class $151 $475 $ 833 $1,895
operating expenses2 1.47% 1.72% 1.90%

Retirement Class $176 $556 $ 974 $2,217
1 Such fees are based on estimated amounts for the current fiscal year Investor Class $195 $614 $1,076 $2,450

ending October 31, 2002.

2 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement Investor
Class Class Class

Management fees 0.55% 0.55% 0.55%
Distribution and service

(12b-1) fees None 0.25% 0.25%
Other expenses 0.65% 0.60% 0.60%

Total annual fund
operating expenses 1.20% 1.40% 1.40%
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Risk/Return Summary — International Equity
HARBOR INTERNATIONAL FUND

INVESTMENT GOAL
The fund invests primarily in equity securities, In selecting stocks for the fund’s portfolio, theLong-term total return,
principally common and preferred stocks of foreign subadviser also looks for companies with theprincipally from growth
companies, including those located in emerging following characteristics:of capital. market countries. Companies in the fund’s portfolio � Businesses that the subadviser believes offers value
generally have market capitalizations in excess � Low price/earnings multiples relative to otherPRINCIPAL STYLE
of $1 billion. stocks in each country/industryCHARACTERISTICS

� Above average, long term earnings expectationIn general, the fund stays fully invested in stocksInternational large cap not reflected in the priceand does not try to time the market. The subadviservalue oriented stocks. uses an analysis of economic and market data, as
The subadviser chooses approximately 70-90 stockswell as its knowledge of each country’s culture, toPORTFOLIO MANAGER
for the portfolio from a select universe of stocks.determine country and industry allocations. Before

Hakan Castegren selecting a country for investment, the subadviser
Northern Cross analyzes the stability of a country’s currency and its Under normal circumstances, the fund must invest

political, social and economic culture. in a minimum of three countries. In the past, theInvestments Limited
fund has invested in as many as 20 or moreSubject to these allocations, the subadviser uses aClarendon House countries at a time.value oriented, bottom up approach, researching and2 Church Street evaluating individual companies, to select stocks for

Hamilton, Bermuda the fund’s portfolio. This research includes visiting The fund focuses on companies located in Europe,
HMDX companies around the world and meeting with the Pacific Basin and emerging industrialized

company management. The subadviser has contact countries whose economies and political regimes
Hakan Castegren has with a worldwide network of senior brokers appear more stable and are believed to provide some
managed the fund’s and analysts. protection to foreign shareholders.
portfolio since it started
in 1987. Hakan is the
president of Northern

(for the periods ended December 31) (for the periods ended December 31, 2001)Cross and was
The table shows how the fund’s average annualThe bar chart and table indicate the risks ofpreviously associated
returns for different calendar periods compare toinvesting in the fund. The bar chart shows changeswith Boston Overseas those of a widely recognized, unmanaged index ofin the performance of the fund’s institutional class

Investors as a portfolio international common stock prices. The fund’s pastshares from year-to-year for the past ten years.
manager.

PRINCIPAL STRATEGIES AND INVESTMENTS

performance does not necessarily indicate how the
fund will perform in the future. After-tax returns
shown in the table are calculated using the historical
highest individual federal marginal income tax rates
and do not reflect the impact of state and local taxes.
Actual after-tax returns depend on an investor’s tax
situation and may differ from those shown. The
after-tax returns shown are not relevant to investors
who hold their fund shares through tax-deferred
arrangements such as 401(k) plans or individual
retirement accounts. The fund’s past performance
before and after taxes, is not necessarily an indication
of how the fund will perform in the future.

One Five Ten
Year Years Years
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Year-to-Date through September 30, 2002: –16.47% Institutional Class
Return Before Taxes –12.25% 5.66% 10.89%
Return After Taxes on Distributions –12.87% 4.02% 9.62%
Return After Taxes on Distributions(for the past 10 years)

and Sale of Fund Shares –6.79% 4.49% 9.06%
Total Return Quarter/Year Retirement Class1

Return Before Taxes –12.47% 5.39% 10.62%
Best 18.28% 4th/1998

Investor Class1

Return Before Taxes –12.63% 5.20% 10.42%Worst –16.64% 3rd/1998

COMPARATIVE INDEX
EAFE2

(reflects no deduction for fees,
expenses or taxes) –21.44% 0.89% 4.46%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.

2 Morgan Stanley Capital International Europe, Australasia, Far East
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Risk/Return Summary — International Equity
HARBOR INTERNATIONAL FUND

Stocks do fluctuate in price and the value of your if the fund invested in domestic issuers. Prices of
investment in the fund may go down. This means foreign securities may go down if any of the
that you could lose money on your investment in following occurs:
the fund or the fund may not perform as well as � Unfavorable foreign government actions, political,
other possible investments if any of the following economic or market instability or the absence of
occurs: accurate information about foreign companies.
� A drop in foreign stock markets. � A decline in the value of foreign currencies
� The market favors growth stocks over value relative to the U.S. dollar will reduce the

stocks. unhedged value of securities denominated in
� An adverse event, such as an unfavorable earnings those currencies.

report, depresses the value of a particular � Foreign securities are sometimes less liquid and
company’s stock. harder to value than securities of U.S. issuers.

� The subadviser’s judgments about the
These risks are more severe for securities of issuersattractiveness, value and potential appreciation of
in emerging market countries such as Easternparticular companies’ stocks prove to be incorrect.
Europe, Latin America and the Pacific Basin.

The fund invests primarily in securities of foreign
companies. Because of this, there is a greater risk Foreign brokerage and custodian fees may be higher
that the fund’s share price will fluctuate more than than in the U.S.

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost of

This table describes the fees and expenses that you investing in other mutual funds.
may pay if you buy and hold shares of the fund.

The example assumes that:
Institutional Retirement Investor � You invest $10,000 in the fund for the time

Class Class Class
periods indicated;

Shareholder fees None None None � You redeem at the end of each period;
(fees paid directly from your � Your investment has a 5% return each year; and

investment) � The fund’s operating expenses remain the same.
Annual fund

Although your actual costs may be higher or lower,operating expenses
under these assumptions your costs would be:(expenses that are deducted

from fund assets)

Management fees1 0.75% 0.75% 0.75% One Three Five Ten
Year Years Years YearsDistribution and service

(12b-1) fees None 0.25% 0.25%
Institutional Class $ 89 $281 $493 $1,122Other expenses 0.12% 0.12% 0.30%

Total annual fund Retirement Class $115 $362 $634 $1,444
operating expenses 0.87% 1.12% 1.30%

Investor Class $133 $420 $736 $1,676
1 Prior to April 1, 2002, the management fee was 0.85%.
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Risk/Return Summary — International Equity
HARBOR INTERNATIONAL GROWTH FUND

INVESTMENT GOAL
The fund invests primarily in equity securities, � Clarity of accounting and confirmation ofLong-term growth
principally common and preferred stocks of foreign earnings accelerationof capital.
companies with a minimum market capitalization of � Operating results higher than analyst expectations

PRINCIPAL STYLE about $10 billion at the time of initial investment. � Wide divergence of analyst expectations
CHARACTERISTICS Under normal circumstances, the fund must invest � Stock price below historical average range
Foreign mid to in a minimum of three countries. � Trading volume that meets the subadviser’s

minimum liquidity guidelineslarge cap stocks In general, the fund stays fully invested in stocks
demonstrating and does not try to time the market. The subadviser The subadviser’s research includes visitingaccelerating earnings uses a bottom up approach to construct the fund’s companies and their competitors, suppliers, andgrowth. portfolio. The fund’s sector, country, and currency vendors. The subadviser’s research is aided by

weightings are a result of, and secondary to, relationships with over 20 brokerage firmsPORTFOLIO MANAGERS individual stock selections. worldwide. The fund expects to invest inTheodore Tyson
In selecting stocks for the fund’s portfolio, the approximately 35-45 companies. However, the

Joseph Jordan subadviser generally looks for companies with the subadviser intends to limit emerging markets
Douglas Allen following characteristics: exposure to 10% at cost.
Mastholm Asset
Management LLC

(for the periods ended December 31) (for the periods ended December 31, 2001)10500 NE 8th Street
Suite 1725 The bar chart and table indicate the risks of The table shows how the fund’s average annual

investing in the fund. The bar chart shows changes returns for different calendar periods compare to thoseBellevue, WA 98004
in the performance of the fund’s institutional class of a widely recognized, unmanaged index of

Theodore Tyson, Joseph shares from year-to-year since its founding. international common stock prices. The fund’s past
Jordan and Douglas performance does not necessarily indicate how the
Allen have co-managed fund will perform in the future. After-tax returns
the fund since shown in the table are calculated using the historical

highest individual federal marginal income tax ratesDecember 1, 2001.
and do not reflect the impact of state and local taxes.Mr. Tyson has served as
Actual after-tax returns depend on an investor’s taxthe chief investment
situation and may differ from those shown. The after-officer, managing
tax returns shown are not relevant to investors whodirector and portfolio
hold their fund shares through tax-deferredmanager of Mastholm
arrangements such as 401(k) plans or individual

since 1997. Mr. Jordan retirement accounts. The fund’s past performance
has served as a director before and after taxes, is not necessarily an indication
and portfolio manager of how the fund will perform in the future.
of Mastholm since
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1997. Mr. Allen has One Five InceptionYear-to-Date through September 30, 2002: –25.48% Year Years (11/01/1993)served as a director and
INTERNATIONAL GROWTH FUNDportfolio manager of

Mastholm since 1999.

PRINCIPAL STRATEGIES AND INVESTMENTS

(for the past 10 years) Institutional Class
Total Return Quarter/Year Return Before Taxes –38.54% –6.78% 2.20%

Return After Taxes on Distributions –38.46% –7.93% 1.27%
Best 25.74% 4th/1999 Return After Taxes on Distributions

and Sale of Fund Shares –23.39% –5.01% 1.94%Worst –25.54% 1st/2001

Retirement Class1

Return Before Taxes –38.70% –7.02% 1.95%

Investor Class1

Return Before Taxes –38.81% –7.18% 1.76%

COMPARATIVE INDEX

EAFE2 Growth
(reflects no deduction for fees,
expenses or taxes) –24.58% –1.66% 0.69%

1 Based upon performance of the institutional class shares prior to
November 1, 2002 and adjusted to reflect higher fees and expenses.

2 Morgan Stanley Capital International Europe, Australasia, Far East
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Risk/Return Summary — International Equity
HARBOR INTERNATIONAL GROWTH FUND

Stocks do fluctuate in price and the value of your that the fund’s share price will fluctuate more than
investment in the fund may go down. This means if the fund invested in domestic issuers. Prices of
that you could lose money on your investment in foreign securities may go down if any of the
the fund or the fund may not perform as well as following occur:
other possible investments if any of the following � Unfavorable foreign government actions, such as
occurs: excessive taxation or currency controls; political,
� A drop in foreign stock markets. economic or market instability; or the absence of
� The market favors value stocks or small cap accurate information about foreign companies

stocks over growth stocks or large cap stocks. due in part to different financial accounting and
� An adverse event, such as an unfavorable earnings regulatory standards.

report, depresses the value of a particular � A decline in the value of foreign currencies
company’s stock. relative to the U.S. dollar will reduce the

� The subadviser’s judgments about the unhedged value of securities denominated in
attractiveness, value and potential appreciation of those currencies.
particular companies’ stocks prove to be incorrect. � Foreign securities are sometimes less liquid and

harder to value than securities of U.S. issuers.
Because the fund typically invests in approximately
35 to 45 companies, an adverse event affecting a These risks are more severe for securities of issuers
particular company may hurt the fund’s in emerging market countries.
performance more than if it had invested in a larger

Foreign brokerage and custodian fees may be higher
number of companies.

than in the U.S.
The fund invests primarily in securities of foreign
companies. Because of this, there is a greater risk

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost of

This table describes the fees and expenses that you investing in other mutual funds.
may pay if you buy and hold shares of the fund.

The example assumes that:
Institutional Retirement Investor

� You invest $10,000 in the fund for the timeClass Class Class
periods indicated;

Shareholder fees None None None � You redeem at the end of each period;
(fees paid directly from your

� Your investment has a 5% return each year; andinvestment)
� The fund’s operating expenses remain the same.

Annual fund 
operating expenses Although your actual costs may be higher or lower,
(expenses that are deducted from under these assumptions your costs would be:

fund assets)
One Three Five TenManagement fees 0.75% 0.75% 0.75%
Year Years Years YearsDistribution and service

(12b-1) fees None 0.25% 0.25% Institutional Class $ 91 $288 $504 $1,147
Other expenses 0.14% 0.14% 0.32%

Retirement Class $117 $368 $646 $1,470Total annual fund
operating expenses 0.89% 1.14% 1.32% Investor Class $135 $427 $748 $1,702
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Risk/Return Summary — International Equity
HARBOR GLOBAL EQUITY FUND

INVESTMENT GOAL
The fund invests in equity securities, principally The subadviser looks for companies that areLong-term growth of
common stocks, preferred stocks, rights and undervalued relative to their global industry peercapital.
depositary receipts, or other similar securities group and that possess sustainable competitive

PRINCIPAL STYLE representing ownership of foreign and domestic advantages. The fund’s maximum exposure to any
CHARACTERISTICS securities of companies, with a capitalization of at one company is limited by the subadviser’s
Foreign and domestic least $500 million at the time of initial investment. judgment as to the liquidity of the company’s stock.
mid to large cap stocks. In general, the fund stays fully invested in stocks Under normal circumstances, the fund intends to

and does not try to time the market. The subadviser invest substantially all, but must invest at least 80%,PORTFOLIO MANAGERS
uses a bottom up approach, researching and of its net assets, plus borrowings for investment

Dan Jaworski evaluating individual companies, to manage the purposes, in a diversified portfolio of equity
Pablo Salas fund’s portfolio. The subadviser’s research focuses securities. The fund’s 80% investment policy may
Jon Sorensen on identifying the best companies to own within a not be changed unless the fund provides 60 days

sector or industry that compete or have aBPI Global Asset advance notice to its shareholders. The fund expects
competitive advantage on a global basis. The fund’sManagement LLP to invest in approximately 120-180 companies.
sector and country weightings are a result of, and However, the subadviser intends to limit emerging1900 Summit secondary to, individual stock selections. This markets exposure to approximately 10% andTower Blvd research also includes visits to companies and individual emerging countries exposure toSuite 450 discussions with company management. approximately 5% of the fund’s assets. The

Orlando, FL 32810 In selecting stocks for the fund’s portfolio, the subadviser also intends to limit the fund’s
subadviser looks for companies with the following investments in any one sector to a percentage ofDan Jaworski, Pablo
characteristics: assets which is equal to or less than twice theSalas and Jon Sorensen
� Superior management whose interests are aligned weight of that sector in the Morgan Stanley Capitalhave managed the fund

with shareholders International World index measured at the time ofsince its inception in
� Above-average return on equity initial investment. The fund may invest in foreign

2001. Mr. Jaworski is
� Above-average profit margins and adequate free securities in the form of depository receipts or other

chief investment officer, cash flow similar securities representing ownership of foreign
managing director and � Strong capital structure with low leverage securities.
a co-founder of BPI � Relatively low price to earnings, price to book,
Global Asset and price to free cash flow ratios
Management LLP.
Mr. Salas is a portfolio

FUND PERFORMANCEmanager, managing
Because the fund is newly organized and does not historical subadviser composite performance

director and a co- yet have a performance history, the bar chart and information for accounts with substantially similar
founder of BPI Global total return tables are not provided. See page 35 for investment objectives, policies and strategies.
Asset Management
LLP. Mr. Sorensen is a

PRINCIPAL RISKSportfolio manager with
Stocks do fluctuate in price and the value of your if the fund invested solely in securities of domesticBPI Global Asset
investment in the fund may go down. This means issuers. Prices of foreign securities may go down ifManagement LLP.

PRINCIPAL STRATEGIES AND INVESTMENTS

that you could lose money on your investment in any of the following occurs:
the fund or the fund may not perform as well as � Unfavorable foreign government actions, political,
other possible investments if any of the following economic or market instability or the absence of
occurs: accurate information about foreign companies.
� A drop in foreign or domestic stock markets. � A decline in the value of foreign currencies
� The market favors small cap stocks over medium relative to the U.S. dollar will reduce the

or large cap stocks. unhedged value of securities denominated in
� An adverse event, such as an unfavorable earnings those currencies.

report, depresses the value of a particular � Foreign securities are sometimes less liquid and
company’s stock. harder to value than securities of U.S. issuers.

� The subadviser’s judgment about the
The risks are more severe for securities of issuers inattractiveness, value and potential appreciation of
emerging market countries such as Eastern Europe,particular companies’ stocks prove to be incorrect.
Latin America, South America and the Pacific Basin.The fund invests in securities of foreign and

domestic companies. Because of this, there is a risk Foreign brokerage and custodian fees may be higher
that the fund’s share price may fluctuate more than than in the U.S.
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Risk/Return Summary — International Equity
HARBOR GLOBAL EQUITY FUND

(based on 9 month period ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost ofThis table describes the fees and expenses that you
investing in other mutual funds.may pay if you buy and hold shares of the fund.
The example assumes that:Institutional Retirement Investor

Class Class Class � You invest $10,000 in the fund for the time
periods indicated;

Shareholder fees None None None
� You redeem at the end of each period;

(fees paid directly from your
� Your investment has a 5% return each year; andinvestment)
� The fund’s operating expenses remain the same.

Annual fund operating
Although your actual costs may be higher or lower,expenses

(expenses that are deducted from under these assumptions your costs would be:
fund assets)

One Three Five Ten
Management fees 0.75% 0.75% 0.75% Year Years Years Years
Distribution and service 

(12b-1) fees None 0.25% 0.25% Institutional Class $144 $452 $ 793 $1,805
Other expenses 0.65% 0.65% 0.83%

Retirement Class $169 $533 $ 935 $2,127
Total annual fund operating

expenses1 1.40% 1.65% 1.83% Investor Class $188 $591 $1,036 $2,359

1 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement Investor
Class Class Class

Management fees 0.55% 0.55% 0.55%
Distribution and

service (12b-1) fees None 0.25% 0.25%
Other expenses 0.65% 0.60% 0.60%

Total annual operating
expenses 1.20% 1.40% 1.40%
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Risk/Return Summary — Fixed Income
HARBOR BOND FUND

INVESTMENT GOAL
The fund invests primarily in bonds of corporate and The fund uses derivative securities such as mortgage-Total return.
governmental issuers located in the U.S. and foreign backed securities and derivative contracts such as options
countries, including emerging markets. and futures to take investment positions that morePRINCIPAL STYLE

precisely reflect the subadviser’s expectations of howCHARACTERISTICS Total return includes dividends, realized and unrealized portfolio securities will perform. The fund may engage in
capital gains and changes in net asset value.Intermediate bonds short selling, which is the sale by the fund of a borrowed

with overall portfolio security. Because the fund is obligated to replace theThe subadviser relies on its own proprietary research and
borrowed security, the fund will benefit from the shortanalysis to manage the fund’s portfolio. The subadviserrated high quality.
sale if the price of the security declines before it isuses a top down strategy to focus on broad factors and
replaced.PORTFOLIO MANAGER monetary conditions. These include:

� Long-term social, political and demographic trends Credit Quality. The fund will not invest in securitiesWilliam Gross � Cyclical business and economic conditions rated lower than B. The fund’s average weighted portfolio
Pacific Investment � Current market conditions quality is at least A. The fund invests primarily in
Management Company investment grade securities, but may invest up to 15% ofThe subadviser selects securities that appear to be most

its assets in below investment grade domestic and foreignundervalued relative to their risk and potential return840 Newport Center Dr. securities, commonly referred to as high yield or junkcharacteristics. In analyzing the relative attractiveness ofP.O. Box 6430 bonds.sectors, the subadviser considers the narrowing or
Newport Beach, CA Duration. The fund’s duration is equal to that of the bondwidening of yields compared with yields for government
92658-6430 market plus or minus 1.5 years. The duration of the bondand other sectors.

market as of December 31, 2001 was 4.5 years. Duration is
The fund intends to invest substantially all, but must investBill Gross has managed an approximate measure of the sensitivity of the market
at least 80%, of its net assets, plus borrowings for investment value of the fund’s holdings to changes in interest rates. Ifthe fund since it started
purposes, in a diversified portfolio of all types of bonds. the fund’s duration is longer than the market’s, the fundin 1987. He has been a These include mortgage-related securities and asset-backed would experience a greater change in the value of its assets

managing director of securities. At least 60% of its assets will be invested in when interest rates are rising or falling than would the
securities of U.S. issuers and at least 80% of its assets will bePIMCO and its market as a whole.
U.S. dollar-denominated. No more than 25% of its assetspredecessor since 1982.

PRINCIPAL STRATEGIES AND INVESTMENTS

will be invested in a single country other than the U.S. The
fund’s 80% investment policy may not be changed unless
the fund provides 60 days advance notice to its shareholders.

(for the periods ended December 31) (for the periods ended December 31, 2001)

The table shows how the fund’s average annual returnsThe bar chart and table indicate the risks of investing in the
for different calendar periods compare to those of afund. The bar chart shows changes in the performance of
widely recognized, unmanaged index of U.S. fixed incomethe fund’s institutional class shares from year-to-year for the
securities. After-tax returns shown in the table arepast ten years.
calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact
of state and local taxes. Actual after-tax returns depend on
an investor’s tax situation and may differ from those
shown. The after-tax returns shown are not relevant to
investors who hold their fund shares through tax-deferred
arrangements such as 401(k) plans or individual
retirement accounts. The fund’s past performance before
and after taxes, is not necessarily an indication of how the
fund will perform in the future.

One Five Ten
Year Years Years

BOND FUND

Institutional Class
Return Before Taxes 9.03% 7.72% 7.91%
Return After Taxes on Distributions 6.12% 4.91% 5.03%
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Return After Taxes on Distributions
Year-to-Date through September 30, 2002: 7.72% and Sale of Fund Shares 5.46% 4.84% 4.97%

Return Before Taxes 8.76% 7.45% 7.64%(for the past 10 years)
Total Return Quarter/Year

COMPARATIVE INDEX

Best 5.83% 3rd/2001 Lehman Brothers Aggregate — U.S.
(reflects no deduction for fees,

Worst –3.13% 1st/1994 expenses or taxes) 8.44% 7.43% 7.23%
1 Based upon performance of the institutional class shares prior to

November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Fixed Income
HARBOR BOND FUND

Although fixed income securities generally are particular sector, security or hedging strategy proves
considered to be less volatile than stocks, they do to be incorrect.
fluctuate in price in response to changes in interest � Prices of foreign securities go down because of
rates and the value of your investment may go down. unfavorable foreign government actions, political,
This means that you could lose money or the fund economic or market instability or the absence of
may not perform as well as other possible investments accurate information about foreign issuers. Also, a
if any of the following occurs: decline in the value of foreign currencies relative to
� Interest rates go up, which will make the prices of the U.S. dollar will reduce the unhedged value of

fixed income securities go down and reduce the securities denominated in those currencies. Foreign
value of the fund’s portfolio. securities are sometimes less liquid and harder to

� The issuer of a security owned by the fund defaults value than securities of U.S. issuers. These risks are
on its obligation to pay principal and/or interest or more severe for securities of issuers in emerging
has its credit rating downgraded. This risk is higher market countries.
for below investment grade bonds. � Changes in the value of futures contracts do not

� When interest rates are declining, the issuer of a correspond closely to changes in the fund’s
pass-through security, such as a mortgage-backed or portfolio, which may not accurately hedge the
an asset-backed security, may exercise its option to fund’s exposure.
prepay principal earlier than scheduled, forcing the � The price of securities sold short increases, causing
fund to reinvest in lower yielding securities. This is the fund to pay more to replace the borrowed
known as call or prepayment risk. securities than the fund received on the sale of the

� When interest rates are rising, the average life of securities.
securities backed by callable debt obligations is

There is a greater risk that the fund will lose moneyextended because of slower than expected principal
due to prepayment and extension risks because thepayments. This will lock in a below-market interest
fund invests heavily at times in mortgage-relatedrate, increase the security’s duration and reduce the
securities. Mortgage derivatives in the fund’s portfoliovalue of the security. This is known as extension
may have especially volatile prices because of imbeddedrisk.
leverage or unusual interest rate reset terms.� The subadviser’s judgment about the attractiveness,

relative value or potential appreciation of a

(based on year ended October 31, 2001) This example is intended to help you compare the cost
of investing in the fund with the cost of investing inThis table describes the fees and expenses that you
other mutual funds.may pay if you buy and hold shares of the fund.

Institutional Retirement The example assumes that:Class Class
� You invest $10,000 in the fund for the time periods

indicated;Shareholder fees None None
� You redeem at the end of each period;(fees paid directly from your investment)
� Your investment has a 5% return each year; and

Annual fund operating expenses � The fund’s operating expenses remain the same.
(expenses that are deducted from fund

assets) Although your actual costs may be higher or lower,
under these assumptions your costs would be:Management fees1 0.50% 0.50%

One Three Five TenDistribution and service
Year Years Years Years(12b-1) fees None 0.25%

Other expenses 0.08% 0.08%
Institutional Class $ 59 $187 $328 $ 748Total annual fund operating

expenses2 0.58% 0.83% Retirement Class $ 85 $268 $470 $1,070
1 Prior to March 1, 2002, the management fee was 0.70%.
2 The adviser has voluntarily agreed to reduce the fund’s management

fees for the current year:
Institutional Retirement

Class Class

Management fees 0.48% 0.48%
Distribution and service (12b-1)

fees None 0.25%
Other expenses 0.08% 0.08%

Total annual fund operating
expenses 0.56% 0.81%

21

PRINCIPAL RISKS

FEES AND EXPENSES EXAMPLE



Risk/Return Summary — Fixed Income
HARBOR SHORT DURATION FUND

INVESTMENT GOAL
The fund invests primarily in short-term (up to 3 years The fund uses derivative securities such as mortgage-Total return that is
maturity) high quality fixed income securities of backed securities and derivative contracts such asconsistent with
corporate and governmental issuers located in the U.S. options and futures to take investment positions thatpreservation of capital.
and foreign countries. more precisely reflect the subadviser’s expectations of

how a security in the fund’s portfolio may perform.PRINCIPAL STYLE The subadviser seeks to maximize portfolio return and
The fund may engage in short selling, which is theCHARACTERISTICS minimize volatility by:
sale by the fund of a borrowed security. Because theHigh quality short-term � Adjusting the issuer sector allocations, such as U.S.
fund is obligated to replace the borrowed security, thetreasuries, corporates, U.S. government agencies, etc.bonds. fund will benefit from the short sale if the price of the

� Managing the key variables such as duration and
security declines before it is replaced.PORTFOLIO MANAGER credit quality
Credit Quality. The fund invests primarily in high� Selectively using currency and interest rateDavid Marmon quality securities, but may invest in medium grademanagement techniques to hedge interest rate and

Fischer Francis Trees securities. The fund will not invest in securities ratedforeign currency risks associated with portfolio
& Watts, Inc. lower than A. The fund’s average weighted portfolioholdings

quality is generally AA or higher.200 Park Ave. The fund intends to invest substantially all, but must
Duration. The fund’s average duration is approximatelyNew York, NY 10166 invest at least 80%, of its net assets, plus borrowings
one year and will not vary from one year by more thanfor investment purposes, in a diversified portfolio of all

FFTW has been the two years. Duration is an approximate measure of thetypes of fixed income securities. These include bonds,
sensitivity of the market value of the fund’s holdings tofund’s subadviser since mortgage-related securities and asset-backed securities.
changes in interest rates. If the fund’s duration is longerit started in 1992. At least 60% of its net assets will be invested in
than the market’s, the fund would experience a greatersecurities of U.S. issuers and 80% of its net assets willDavid Marmon has
change in the value of its assets when interest rates arebe U.S. dollar denominated. No more than 25% of itsmanaged the fund since rising or falling than would the market as a whole.net assets will be invested in a single country other2000. He has been a

than the U.S. The fund’s 80% investment policy maymanaging director of
not be changed unless the fund provides 60 days

FFTW since 1996 and advance notice to its shareholders.
prior to 1996 was a
portfolio manager at
FFTW.

PRINCIPAL STRATEGIES AND INVESTMENTS

(for the periods ended December 31) (for the periods ended December 31, 2001)

The bar chart and table indicate the risks of investing in The table shows how the fund’s average annual returns
the fund. The bar chart shows changes in the for different calendar periods compare to those of one
performance of the fund’s institutional class shares from year government bonds. After-tax returns shown in the
year-to-year since its founding. table are calculated using the historical highest

individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-
tax returns depend on an investor’s tax situation and
may differ from those shown. The after-tax returns
shown are not relevant to investors who hold their fund
shares through tax-deferred arrangements such as 401(k)
plans or individual retirement accounts. The fund’s past
performance before and after taxes, is not necessarily an
indication of how the fund will perform in the future.

One Five Ten
Year Years Years

SHORT DURATION FUND

Institutional Class
Return Before Taxes 6.05% 5.97% 5.54%
Return After Taxes on Distributions 4.02% 3.59% 2.79%
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Return After Taxes on DistributionsYear-to-Date through September 30, 2002: 3.30%
and Sale of Fund Shares 3.66% 3.58% 3.01%

Retirement Class1

(for the past 10 years) Return Before Taxes 5.79% 5.70% 5.27%
Total Return Quarter/Year COMPARATIVE INDEX

Salomon Treasury 1 YR CMIBest 2.45% 2nd/1995
(reflects no deduction for fees,

Worst 0.05% 1st/1994 expenses or taxes) 7.07% 6.08% 5.54%
1 Based upon performance of the institutional class shares prior to

November 1, 2002 and adjusted to reflect higher fees and expenses.
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Risk/Return Summary — Fixed Income
HARBOR SHORT DURATION FUND

Although fixed income securities generally are economic or market instability or the absence of
considered to be less volatile than stocks, they do accurate information about foreign issuers. Also, a
fluctuate in price in response to changes in interest decline in the value of foreign currencies relative
rates and the value of your investment may go to the U.S. dollar will reduce the unhedged value
down. This means that you could lose money if any of securities denominated in those currencies.
of the following occurs: Foreign securities are sometimes less liquid and
� Interest rates go up, which will make the prices harder to value than securities of U.S. issuers.

of fixed income securities go down and reduce � The price of securities sold short increases,
the value of the fund’s portfolio. causing the fund to pay more to replace the

� The issuer of a security owned by the fund borrowed securities than the fund received on the
defaults on its obligation to pay principal and/or sale of the securities.
interest or has its credit rating downgraded. � Changes in the value of futures contracts do not

� When interest rates are declining, the issuer of a correspond closely to changes in the fund’s
security may exercise its option to prepay portfolio, which may not accurately hedge the
principal earlier than scheduled, forcing the fund fund’s exposure.
to reinvest in lower yielding securities. This is

There is a greater risk that the fund will lose moneyknown as call or prepayment risk.
due to prepayment and extension risks because the� When interest rates are rising, the average life of
fund invests heavily at times in asset-backed andsecurities backed by debt obligations is extended
mortgage-related securities. Mortgage derivatives inbecause of slower than expected principal
the fund’s portfolio may have especially volatilepayments. This will lock in a below-market
prices because of imbedded leverage or unusualinterest rate, increase the security’s duration and
interest rate reset terms.reduce the value of the security. This is known as

extension risk.
The fund may engage in active and frequent trading� The subadviser’s judgment about the
to achieve its principal investment strategies. Thisattractiveness, relative value or potential
may lead to the realization and distribution toappreciation of a particular sector, security or
shareholders of higher capital gains, which wouldhedging strategy proves to be incorrect.
increase the shareholder’s tax liability. Frequent� Prices of foreign securities go down because of
trading also increases transaction costs, which couldunfavorable foreign government actions, political, 
detract from the fund’s performance.

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost of

This table describes the fees and expenses that you investing in other mutual funds.
may pay if you buy and hold shares of the fund.

The example assumes that:Institutional Retirement
� You invest $10,000 in the fund for the timeClass Class

periods indicated;
� You redeem at the end of each period;Shareholder fees None None

(fees paid directly from your investment) � Your investment has a 5% return each year; and
� The fund’s operating expenses remain the same.Annual fund operating expenses

(expenses that are deducted from fund Although your actual costs may be higher or lower,assets)
under these assumptions your costs would be:

Management fees1 0.30% 0.30% One Three Five Ten
Distribution and service Year Years Years Years

(12b-1) fees None 0.25%
Other expenses 0.08% 0.08% Institutional Class $39 $123 $215 $490
Total annual fund

Retirement Class $65 $204 $357 $812operating expenses2 0.38% 0.63%

1 Prior to March 1, 2002, the management fee was 0.40%.

2 The adviser has voluntarily agreed to limit the fund’s operating
expenses for the current year:

Institutional Retirement
Class Class

Management fees 0.20% 0.20%
Distribution and service

(12b-1) fees None 0.25%
Other expenses 0.08% 0.08%

Total annual operating
expenses 0.28% 0.53%
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Risk/Return Summary — Fixed Income
HARBOR MONEY MARKET FUND

INVESTMENT GOAL
Current income. The The fund invests in U.S. dollar denominated money � Focusing on securities that appear to offer the
fund intends to market securities. These may include obligations best relative value based on an analysis of their
maintain a stable share issued by: credit quality and interest rate sensitivity.
price of $1. � U.S. and foreign banks

� Corporate issuers The fund may invest in all types of money marketPRINCIPAL STYLE
� U.S. government and its agencies and securities, including commercial paper, certificates ofCHARACTERISTICS

instrumentalities deposit, bankers’ acceptances, mortgage-backed andVery short-term high
� U.S. states and municipalities asset-backed securities, repurchase agreements andquality money market
� Foreign governments other short-term debt securities.instruments.
� Multinational organizations such as the World

PORTFOLIO MANAGER Bank Minimum Credit Quality. Ratings for at least 95%
David Marmon of the fund’s investments are in the rating agencies’The subadviser selects securities for the fund’s
Fischer Francis Trees & highest short-term rating category or of equivalentportfolio by:
Watts, Inc. quality for unrated securities.� Allocating assets and actively trading among
200 Park Ave. issuer sectors, such as U.S. treasuries, corporate
New York, NY 10166 issuers, U.S. government agencies, etc., while Maximum Maturity. Average dollar weighted

focusing on sectors that appear to have the portfolio maturity of 90 days or less. Maturity of
FFTW has been the

greatest near-term return potential. 397 days or less for individual securities.
fund’s subadviser since
it started in 1987.
David Marmon has

(for the periods ended December 31) (for the periods ended December 31, 2001)managed the fund since
2000. He has been a The bar chart and table indicate the risks of The table shows how the fund’s average annual
managing director of investing in the fund. The bar chart shows changes returns for different calendar periods compare to
FFTW since 1996 and in the performance of the fund’s institutional class those of 90-day Treasury bills. The fund’s past
prior to 1996 was a shares from year-to-year for the past ten years. performance does not necessarily indicate how the
portfolio manager at fund will perform in the future.
FFTW.

PRINCIPAL STRATEGIES AND INVESTMENTS

One Five Ten
Year Years Years

MONEY MARKET FUND

Institutional Class 4.09% 5.09% 4.60%
Retirement Class1 3.83% 4.82% 4.34%

COMPARATIVE INDEX

90-Day Treasury Bills 3.76% 4.99% 4.69%

Current Yield for Period Ended December 31, 2001*

Institutional Class 7 Days: 1.64%
Retirement Class1 7 Days: 1.64%
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Year-to-Date through September 30, 2002: 1.13% * Call 1-800-422-1050 for the fund’s current 7-day yield.
1 Based upon performance of the institutional class shares prior to

November 1, 2002 and adjusted to reflect higher fees and expenses.
(for the past 10 years)

Total Return Quarter/Year

Best 1.63% 4th/2000

Worst 0.55% 4th/2001
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Risk/Return Summary — Fixed Income
HARBOR MONEY MARKET FUND

The fund may not perform as well as other possible actions, political instability or the more limited
investments if any of the following occurs: availability of accurate information about foreign
� The issuer or guarantor of a security owned by issuers.

the fund defaults on its payment obligations, � The subadviser’s judgment about the relative
becomes insolvent or has its credit rating values of securities selected for the fund’s
downgraded by a rating agency. portfolio proves to be incorrect.

� There is a sudden or sharp increase in interest
rates. Although the fund seeks to preserve the value of

� The value of the fund’s foreign securities goes your investment at $1.00 per share, it is possible to
down because of unfavorable foreign government lose money by investing in the fund.

(based on year ended October 31, 2001) This example is intended to help you compare the
cost of investing in the fund with the cost ofThis table describes the fees and expenses that you
investing in other mutual funds.may pay if you buy and hold shares of the fund.
The example assumes that:Institutional Retirement

Class Class � You invest $10,000 in the fund for the time
periods indicated;

Shareholder fees None None
� You redeem at the end of each period;(fees paid directly from your investment)
� Your investment has a 5% return each year; and

Annual fund operating expenses � The fund’s operating expenses remain the same.
(expenses that are deducted from fund

assets) Although your actual costs may be higher or lower,
Management fees 0.30% 0.30% under these assumptions your costs would be:
Distribution and service (12b-1)

fees None 0.25% One Three Five Ten
Year Years Years YearsOther expenses 0.20% 0.20%

Total annual fund operating
Institutional Class $51 $162 $283 $645expenses1 0.50% 0.75%
Retirement Class $77 $242 $425 $967

1 The adviser has voluntarily agreed to reduce the fund’s management
fees for the current year:

Institutional Retirement
Class Class

Management fees 0.18% 0.18%
Distribution and service

(12b-1) fees None 0.25%
Other expenses 0.20% 0.20%

Total annual operating expenses 0.38% 0.63%
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The Funds’ Investments
ADDITIONAL INFORMATION ABOUT THE FUNDS’ PRINCIPAL INVESTMENTS

certificates, limited partnership interests, shares of
other investment companies, real estate investment

The equity funds may
trusts and equity participations.

invest in all types of
equity securities.

Equity securities include exchange-traded and over-
the-counter common and preferred stocks, warrants,
rights, security futures, investment grade convertible
securities, depositary receipts and shares, trust

These securities may have all types of interest rate
payment and reset terms, including fixed rate,
adjustable rate, zero coupon, contingent, deferred,

Harbor Bond Fund payment in kind and auction rate features.
and Harbor Short

Money market securities include commercial paper,Duration Fund may
certificates of deposit, bankers’ acceptances,invest in all types of
repurchase agreements and other short-term debtfixed income
securities.securities.

Harbor Money
Market Fund invests
exclusively in U.S.
dollar-denominated
money market
securities.

Fixed income investments include bonds, notes
(including structured notes), mortgage-related
securities, asset-backed securities, convertible
securities, Eurodollar and Yankee dollar instruments,
preferred stocks and money market instruments.

Fixed income securities may be issued by U.S. and
foreign corporations or entities; U.S. and foreign
banks; the U.S. government, its agencies,
authorities, instrumentalities or sponsored
enterprises; state and municipal governments;
supranational organizations; and foreign
governments and their political subdivisions.

MORTGAGE-RELATED AND ASSET-BACKED SECURITIES
Mortgage-related securities may be issued by private also become illiquid and hard to value in declining
companies or by agencies of the U.S. government. markets.
Mortgage-related securities represent direct or

Asset-backed securities represent participations in, orindirect participations in, or are collateralized by
are secured by and payable from, assets such asand payable from, mortgage loans secured by real
installment sales or loan contracts, leases, credit cardproperty.
receivables and other categories of receivables.

Harbor Bond Fund and Harbor Short Duration Mortgage-related and asset-backed securities are
Fund may use mortgage dollar rolls to finance the especially sensitive to prepayment and extension
purchase of additional investments. Dollar rolls risk. At times, Harbor Bond Fund and Harbor
expose a fund to the risk that it will lose money if Short Duration Fund invest a large percentage of
the additional investments do not produce enough assets in mortgage-backed and asset-backed
income to cover the fund’s dollar roll obligations. securities.

For mortgage derivatives and structured securities Harbor Money Market Fund invests in mortgage-
that have imbedded leverage features, small changes related securities that meet its quality, liquidity and
in interest or prepayment rates may cause large and maturity standards and that do not contain
sudden price movements. Mortgage derivatives can imbedded leverage.

CREDIT QUALITY
Securities are investment grade if: If a security receives different ratings, a fund will
� They are rated in one of the top four long-term treat the security as being rated in the highest rating

rating categories of a nationally recognized category. A fund may choose not to sell securities
statistical rating organization. that are downgraded after their purchase below the

� They have received a comparable short-term or fund’s minimum acceptable credit rating. Each
other rating. fund’s credit standards also apply to counterparties

� They are unrated securities that the subadviser to over-the-counter derivative contracts.
believes to be of comparable quality to rated
investment-grade securities.
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The Funds’ Investments
INFORMATION ABOUT THE FUNDS’ OTHER INVESTMENTS

Even a small investment in derivative contracts can
have a big impact on a fund portfolio’s interest rate,

Each fund, other than Harbor Money Market Fund,
may, but is not required to, use derivative contracts
for any of the following purposes: stock market and currency exposure. Therefore,
� To hedge against adverse changes in the market using derivatives can disproportionately increase a

value of securities held by or to be bought for fund’s portfolio losses and reduce opportunities for
the fund. These changes may be caused by gains when interest rates, stock prices or currency
changing interest rates, stock market prices or rates are changing. A fund may not fully benefit
currency exchange rates. from or may lose money on derivatives if changes in

� As a substitute for purchasing or selling securities their value do not correspond accurately to changes
or foreign currencies. in the value of the fund’s portfolio holdings. If a

� To manage the duration of a fund’s fixed income fund uses derivatives, it manages its derivative
portfolio. position by segregating enough cash or liquid

� In non-hedging situations, to attempt to profit securities that when combined with the value of the
from anticipated market developments. position will equal the value of the asset it

represents.
A derivative contract will obligate or entitle a fund
to deliver or receive an asset or a cash payment that Counterparties to over-the-counter derivative
is based on the change in value of a designated contracts present the same types of credit risk as
security, index or currency. issuers of fixed income securities. Derivatives can

also make the fund’s portfolio less liquid and harder
Examples of derivative contracts are futures

to value, especially in declining markets.
contracts, options, forward contracts, swaps, caps,
collars and floors.

The international funds may invest without limit in
equity securities of U.S. issuers and investment

In response to adverse market, economic or political
conditions, each fund may depart from its principal
investment strategies by taking large temporary grade notes and bonds.
defensive positions in cash or investment-grade debt

If a fund takes a temporary defensive position, it
securities.

may be unable to achieve its investment goal.

Each fund may engage in active and frequent Harbor Small Cap Value Fund are each expected to
trading to achieve its principal investment strategies. be approximately 100% during the current fiscal
This may lead to the realization and distribution to year. A portfolio turnover rate of over 100% is
shareholders of higher capital gains, which would higher than the rate experienced by many other
increase the shareholders’ tax liability. Frequent investment companies and is a result of an actively
trading also increases transaction costs, which could managed portfolio. Although the higher turnover
detract from a fund’s performance. For the fiscal rate creates expenses for these funds, the subadvisers
year ended October 31, 2001, the portfolio turnover believe that the portfolio transactions are in the best
rates for Harbor Large Cap Value Fund, Harbor interests of shareholders. Major shareholders of
Global Equity Fund, Harbor Bond Fund and Harbor Short Duration Fund use it as a liquidity
Harbor Short Duration Fund were 194%, 143%, reserve and, therefore, there is frequent purchase
531% and 246%, respectively. The portfolio and sales activity.
turnover rates for Harbor Mid Cap Value Fund and
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The Adviser and Subadvisers

Harbor Capital Advisors, Inc. is the investment or changed at any time. The adviser pays a
adviser and provides management services to Harbor subadvisory fee to each subadviser out of its own
Fund. assets. No fund is responsible for paying any

portion of the subadvisory fee to the subadviser.
Harbor Capital Advisors, Inc., located at One
SeaGate, Toledo, Ohio, is a wholly owned
subsidiary of Robeco Groep N.V. Founded in 1929,

(as a percentage of the fund’s average net assets)Robeco Groep N.V. is one of the world’s oldest
Actual Contractualasset management organizations. As of June 30,

Advisory Advisory2002, Robeco Groep N.V. through its investment Fee Paid Fee
management subsidiaries, had approximately

DOMESTIC EQUITY FUNDS$93.2 billion in assets under management.
Harbor Capital Appreciation Fund 0.60% 0.60%

The combined assets of Harbor Fund and the
Harbor Mid Cap Growth Fund 0.55 0.75pension plans managed by Harbor Capital Advisors

were approximately $14.3 billion as of June 30, Harbor Small Cap Growth Fund 0.55 0.75
2002. Harbor Large Cap Value Fund 0.60 0.60
Subject to the approval of the Harbor Fund board Harbor Mid Cap Value Fund1 N/A 0.75
of trustees, Harbor Capital Advisors, as the

Harbor Small Cap Value Fund2 N/A 0.75investment adviser, establishes and modifies
whenever necessary the investment strategies of each INTERNATIONAL EQUITY FUNDS
fund. Harbor Capital Advisors is also responsible for

Harbor International Fund 0.79 0.85a

overseeing each subadviser and recommending the
Harbor International Growth Fund 0.75 0.75selection, termination and replacement of

subadvisers. The adviser evaluates and allocates each Harbor Global Equity Fund 0.55 0.75
funds’ assets.

FIXED INCOME FUNDS
The adviser also:

Harbor Bond Fund 0.48 0.70b
� Attempts to ensure quality control in the

Harbor Short Duration Fund 0.20 0.40cinvestment process with the objective of adding
value compared with returns of an appropriate Harbor Money Market Fund 0.18 0.30
risk and return benchmark.

� Closely monitors and measures risk and return 1 Inception date 03/01/2002
results against appropriate benchmarks and 2 Inception date 12/14/2001
recommends whether subadvisers should be a Effective April 1, 2002, the advisory fee was reduced to 0.75%
retained or changed. b Effective March 1, 2002, the advisory fee was reduced to 0.50%

� Focuses on strict cost control. c Effective March 1, 2002, the advisory fee was reduced to 0.30%

In order to more effectively manage the funds,
Each subadviser that also subadvises a portion of the

Harbor Fund and Harbor Capital Advisors have
pension plan assets managed by Harbor Capital

been granted an order from the SEC permitting the
Advisors has adopted procedures to reasonably

adviser, subject to the approval of the Harbor Fund
ensure fair asset allocation between the respective

board of trustees, to select subadvisers to serve as
fund and the pension plan. The objectives and

portfolio managers for the Harbor funds, and to
investment styles of each of the Harbor funds

enter into new subadvisory agreements and to
(except Harbor Money Market Fund) match those

materially modify existing subadvisory agreements
segments of the pension plan subadvised by the

without obtaining shareholder approval.
subadvisers. This allows Harbor Fund to utilize

In addition to its investment management services research and other information on a cost effective
to the funds, the adviser administers each fund’s basis. Portfolio managers are interviewed at least
business affairs. For the year ended October 31, annually to collect and update data about their
2001, as shown below, each fund paid the adviser organizations and performance.
an advisory fee for these services. The adviser has
also agreed to voluntarily reduce the total expenses
of the different share classes for certain funds for
the fiscal year ending October 31, 2003. This
agreement is temporary and may be terminated
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The Adviser and Subadvisers
performance of the composite net of advisory fees and
expenses, the actual annual fund operating expenses
payable by the Institutional share class and the
estimated expenses payable by the Retirement and
Investor share classes of Harbor Mid Cap Growth

The following table presents the past performance
of a composite of certain accounts managed by Wall
Street Associates. The Wall Street Associates Mid
Cap Growth composite is comprised of all fee
paying accounts under discretionary management by
Wall Street Associates that have substantially similar Fund were used.
investment objectives, policies and strategies as the
Harbor Mid Cap Growth Fund. Wall Street Associates The historical performance of the Mid Cap Growth
has prepared and presented the historical performance composite is not that of any of the Harbor Funds,
shown for the composite in compliance with the including Harbor Mid Cap Growth Fund, and is
Performance Presentation Standards of the Association not necessarily indicative of any fund’s future
for Investment Management and Research (AIMR- results. The Harbor Mid Cap Growth Fund
PPS), the U.S. and Canadian version of the Global commenced operations on November 1, 2000.
Investment Performance Standards (GIPS). AIMR has Harbor Mid Cap Growth Fund’s actual performance
not been involved in the preparation or review of this may vary significantly from the past performance of
report. The AIMR method for computing historical this composite. While the accounts comprising the
performance differs from the Securities and Exchange composite incurs inflows and outflows of cash from
Commission’s method. Because the gross performance clients, there can be no assurance that the
data shown in the table does not reflect the deduction continuous offering of a fund’s shares and a fund’s
of investment advisory fees paid by the accounts obligation to redeem its shares will not adversely
comprising the composite and certain other expenses impact the fund’s performance. Also, the accounts
which would be applicable to mutual funds, the net comprising the composite are not subject to certain
performance data may be more relevant to potential investment limitations, diversification requirements
investors in the fund in their analysis of the historical and other restrictions imposed by the Investment
experience of Wall Street Associates in managing all Company Act of 1940 and the Internal Revenue
mid cap growth portfolios with investment objectives, Code. If applicable, these limitations, requirements
policies and strategies substantially similar to those of and restrictions may have adversely affected the
the Harbor Mid Cap Growth Fund. To calculate the performance results of the composite.

WALL STREET ASSOCIATES MID CAP GROWTH COMPOSITE PERFORMANCE

Average Annual Total Return For the Periods Ended December 31, 2001:
Since

Mid Cap Growth Composite* 3 Years 5 Years January 1, 1993**

Composite net of all Institutional Class operating expenses 19.36% 21.84% 21.88%
Composite net of all Retirement Class operating expenses 19.07 21.55 21.59
Composite net of all Investor Class operating expenses 18.86 21.34 21.37
Composite gross of all operating expenses 21.02 23.51 23.53
Russell Midcap@ Growth index 2.16 9.02 11.37

Average Annual Total Return For the Periods Ended December 31:
1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net of all Institutional Class operating expenses 25.98% –6.33% 55.00% 20.81% 25.29% 26.04% 124.77% 3.14% –26.64%
Composite net of all Retirement Class operating expenses 25.68 –6.57 54.65 20.52 25.00 25.74 124.31 2.88 –26.85
Composite net of all Investor Class operating expenses 25.46 –6.74 54.40 20.32 24.78 25.52 123.97 2.69 –27.00
Composite gross of all operating expenses 27.65 –4.99 56.96 22.43 26.97 27.75 127.39 4.60 –25.48
Russell Midcap@ Growth index 11.19 –2.16 33.98 17.48 22.54 17.86 51.29 –11.75 –20.15

Because the adviser has voluntarily agreed to limit the fund’s institutional class shares total operating expenses for the current year to 1.20%,
the performance of the composite net of advisory fees and expenses after giving effect to the expense limitation would have been:

Average Annual Total Return For the Periods Ended December 31, 2001:
Since

3 Years 5 Years January 1, 1993**

Composite net after Institutional Class expense limitation 19.60% 22.08% 22.11%

Average Annual Total Return For the Periods Ended December 31:
1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net after Institutional Class expense limitation 26.21% –6.14% 55.28% 21.04% 25.53% 26.28% 125.15% 3.35% –26.48%

* The Mid Cap Growth composite includes all fee paying discretionary accounts managed by Wall Street Associates which have substantially
similar investment objectives, policies and strategies as the Harbor Mid Cap Growth Fund. As of December 31, 2001, the Mid Cap Growth
composite was composed of 21 accounts, totaling approximately $424 million.

** The date the composite became AIMR compliant, not the date of inception.
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The Adviser and Subadvisers
Growth Fund. To calculate the performance of the
composite net of advisory fees and expenses, the actual
annual fund operating expenses payable by the
Institutional share class and the estimated expenses
payable by the Retirement and Investor share classes of
Harbor Small Cap Growth Fund were used.

The following table presents the past performance of a
composite of certain accounts managed by Westfield
Capital Management Company, LLC. The Westfield
Capital Management Small Cap Growth composite is
comprised of all fee paying accounts under
discretionary management by Westfield Capital
Management that have substantially similar investment
objectives, policies and strategies as the Harbor Small The historical performance of the Small Cap
Cap Growth Fund. Westfield Capital Management has Growth composite is not that of any of the Harbor
prepared and presented the historical performance Funds, including Harbor Small Cap Growth Fund
shown for the composite in compliance with the and is not necessarily indicative of any fund’s future
Performance Presentation Standards of the Association results. The Harbor Small Cap Growth Fund
for Investment Management and Research (AIMR- commenced operations November 1, 2000. Harbor
PPS), the U.S. and Canadian version of the Global Small Cap Growth Fund’s actual performance mayInvestment Performance Standards (GIPS). AIMR has vary significantly from the past performance of thenot been involved in the preparation or review of this

composite. While the accounts comprising thereport. The AIMR method for computing historical
composite incurs inflows and outflows of cash fromperformance differs from the Securities and Exchange
clients, there can be no assurance that theCommission’s method. Because the gross performance
continuous offering of a fund’s shares and a fund’sdata shown in the table does not reflect the deduction
obligation to redeem its shares will not adverselyof investment advisory fees paid by the accounts
impact the fund’s performance. Also, the accountscomprising the composite and certain other expenses
comprising the composite are not subject to certainwhich would be applicable to mutual funds, the net
investment limitations, diversification requirementsperformance data may be more relevant to potential
and other restrictions imposed by the Investmentinvestors in the fund in their analysis of the historical
Company Act of 1940 and the Internal Revenueexperience of Westfield Capital Management in
Code. If applicable, these limitations, requirementsmanaging all small cap growth portfolios, with
and restrictions may have adversely affected theinvestment objectives, policies and strategies

substantially similar to those of the Harbor Small Cap performance results of the composite.

WESTFIELD CAPITAL MANAGEMENT SMALL CAP GROWTH COMPOSITE PERFORMANCE
Average Annual Total Return For the Periods Ended December 31, 2001:

Since Inception
Small Cap Growth Composite* 3 Years 5 Years 10 Years July 1, 1989
Composite net of all Institutional Class advisory fees and expenses 22.17% 20.30% 16.29% 19.14%
Composite net of all Retirement Class advisory fees and expenses 21.88 20.01 16.01 18.86
Composite net of all Investor Class advisory fees and expenses 21.67 19.81 15.81 18.65
Composite gross of advisory fees 23.82 21.94 17.88 20.76
Russell 2000˛ Growth index 0.25 2.87 7.19 8.03

Average Annual Total Return For the Periods Ended December 31:
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net of all Institutional Class
advisory fees and expenses 12.84% 12.70% –3.39% 30.28% 12.13% 22.69% 12.64% 74.07% 15.74% –9.50%

Composite net of all Retirement Class
advisory fees and expenses 12.56 12.43 –3.64 29.97 11.86 22.39 12.37 73.69 15.46 –9.73

Composite net of all Investor Class advisory
fees and expenses 12.37 12.23 –3.81 29.75 11.66 22.18 12.17 73.42 15.26 –9.90

Composite gross of advisory fees 14.39 14.24 –2.02 31.99 13.67 24.34 14.20 76.22 17.32 –8.17
Russell 2000˛ Growth index 7.77 13.36 –2.43 31.04 11.26 12.95 1.23 43.09 –22.43 –9.23

Because the adviser has voluntarily agreed to limit the fund’s institutional class shares total operating expenses for the current year to 0.95%, the
retirement class shares to 1.20%, and the investor class to 1.38%, the performance of the composite net of advisory fees and expenses after giving effect
to the expense limitation would have been:

Average Annual Total Return For the Periods Ended December 31, 2001:
Since Inception

3 Years 5 Years 10 Years July 1, 1989
Composite net after Institutional Class expense limitation 22.70% 20.83% 16.80% 19.66%
Composite net after Retirement Class expense limitation 22.41 20.54 16.52 19.37
Composite net after Investor Class expense limitation 22.19 20.33 16.31 19.16

Average Annual Total Return For the Periods Ended December 31:
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net after Institutional Class expense limitation 13.33% 13.20% –2.95% 30.83% 12.62% 23.22% 13.14% 74.76% 16.25% –9.07
Composite net after Retirement Class expense limitation 13.06 12.92 –3.20 30.52 12.35 22.92 12.87 74.38 15.97 –9.31
Composite net after Investor Class expense limitation 12.86 12.73 –3.37 30.30 12.15 22.71 12.67 74.11 15.77 –9.48

* The Small Cap Growth composite includes all fee paying discretionary accounts managed by Westfield Capital Management which have substantially
similar investment objectives, policies and strategies as the Harbor Small Cap Growth Fund. As of December 31, 2001, the Small Cap Growth composite
was composed of 147 accounts, totaling approximately $1.8 billion.
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The Adviser and Subadvisers
Harbor Large Cap Value Fund. To calculate the
performance of the composites net of advisory fees
and expenses, the actual annual fund operating
expenses payable by the Institutional share class and

The following table presents the past performance of a
composite of certain accounts managed by Armstrong
Shaw Associates, Inc. (‘‘Armstrong Shaw’’). The
Armstrong Shaw Large Cap Value composite is
comprised of all fee paying accounts under the estimated expenses payable by the Retirement and
discretionary management by Armstrong Shaw that Investor share classes of Harbor Large Cap Value Fund
have substantially similar investment objectives, policies were used.
and strategies as the Harbor Large Cap Value Fund.

The historical performance of the Large Cap ValueArmstrong Shaw has prepared and presented the
composite is not that of any of the Harbor Funds,historical performance shown for the composite in
including Harbor Large Cap Value Fund, and is notcompliance with the Performance Presentation
necessarily indicative of any fund’s future results.Standards of the Association for Investment
Harbor Large Cap Value Fund’s actual performanceManagement and Research (AIMR-PPS), the U.S. and
may vary significantly from the past performance ofCanadian version of the Global Investment
this composite. While the account comprising thePerformance Standards (GIPS). AIMR has not been
composite incurs inflows and outflows of cash frominvolved in the preparation or review of this report.
clients, there can be no assurance that theThe AIMR method for computing historical
continuous offering of a fund’s shares and a fund’sperformance differs from the Securities and Exchange
obligation to redeem its shares will not adverselyCommission’s method. Because the gross performance
impact the fund’s performance. Also, the accountdata shown in the table does not reflect the deduction
comprising the composite is not subject to certainof investment advisory fees paid by the accounts
investment limitations, diversification requirementscomprising the composite and certain other expenses
and other restrictions imposed by the Investmentwhich would be applicable to mutual funds, the net
Company Act of 1940 and the Internal Revenueperformance data may be more relevant to potential
Code. If applicable, these limitations, requirementsinvestors in the fund in their analysis of the historical
and restrictions may have adversely affected theexperience of Armstrong Shaw in managing all large
performance results of the composite.cap value portfolios with investment objectives, policies

and strategies substantially similar to those of the

ARMSTRONG SHAW LARGE CAP VALUE COMPOSITE PERFORMANCE

Average Annual Total Return For the Periods Ended December 31, 2001:
Since Inception

Large Cap Value Composite* 3 Years 5 Years 10 Years January 1, 1988

Composite net of all Institutional Class operating expenses 10.89% 17.62% 17.07% 15.93%
Composite net of all Retirement Class operating expenses 10.62 17.33 16.79 15.65
Composite net of all Investor Class operating expenses 10.43 17.13 16.59 15.45
Composite gross of all operating expenses 11.73 18.49 17.94 16.18
Russell 1000˛ Value index 2.74 11.13 14.16 14.48

Average Annual Total Return For the Periods Ended December 31:
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net of all Institutional Class operating expenses 11.31% 13.41% 0.31% 39.70% 21.45% 33.59% 23.55% 16.30% 7.58% 9.00%
Composite net of all Retirement Class operating expenses 11.04 13.14 0.06 39.38 21.16 33.28 23.26 16.02 7.32 8.73
Composite net of all Investor Class operating expenses 10.84 12.94 –0.12 39.14 20.96 33.06 23.04 15.81 7.13 8.53
Composite gross of all operating expenses 12.14 14.26 1.09 40.69 22.35 34.55 24.46 17.16 8.40 9.82
Russell 1000˛ Value index 13.81 18.12 –1.99 38.35 21.64 35.18 15.63 7.35 7.01 –5.59

* The Large Cap Value composite includes all fee paying discretionary accounts managed by Armstrong Shaw which have substantially similar
investment objectives, policies and strategies as the Harbor Large Cap Value Fund. As of December 31, 2001, the Large Cap Value composite
was composed of 77 accounts, totaling approximately $2.2 billion.
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The Adviser and Subadvisers
the composite net of advisory fees and expenses, the
estimated annual fund operating expenses payable
by the Institutional share class and the estimated
expenses payable by the Retirement and Investor
share classes of Harbor Mid Cap Value Fund were
used.
The historical performance of the Mid Cap Value
composite is not that of any of the Harbor funds,

The following table presents the past performance
of a composite of certain accounts managed by
Dalton, Greiner, Hartman, Maher & Co.
(‘‘DGHM’’). The DGHM Mid Cap Value
composite is comprised of all fee paying accounts
under discretionary management by DGHM that
have substantially similar investment objectives,
policies and strategies as the Harbor Mid Cap Value
Fund. DGHM has prepared and presented the including Harbor Mid Cap Value Fund and is not
historical performance shown for the composite in necessarily indicative of any fund’s future results.
compliance with the Performance Presentation The Harbor Mid Cap Value Fund commenced
Standards of the Association for Investment operations on March 1, 2002, and does not yet
Management and Research (AIMR-PPS), the U.S. have a full year of its own performance record.
and Canadian version of the Global Investment Harbor Mid Cap Value Fund’s actual performance
Performance Standards (GIPS). AIMR has not been may vary significantly from the past performance of
involved in the preparation or review of this report. the composite. While the accounts comprising the
The AIMR method for computing historical composite incurs inflows and outflows of cash from
performance differs from the Securities and clients, there can be no assurance that the
Exchange Commission’s method. Because the gross continuous offering of a fund’s shares and a fund’s
performance data shown in the table does not obligation to redeem its shares will not adversely
reflect the deduction of investment advisory fees impact the fund’s performance. Also, the accounts
paid by the accounts comprising the composite and comprising the composite are not subject to certain
certain other expenses which would be applicable to investment limitations, diversification requirements
mutual funds, the net performance data may be and other restrictions imposed by the Investment
more relevant to potential investors in the fund in Company Act of 1940 and the Internal Revenue
their analysis of the historical experience of DGHM Code. If applicable, these limitations, requirements
in managing all mid cap value portfolios, with and restrictions may have adversely affected the
investment objectives, policies and strategies performance results of the composite.
substantially similar to those of the Harbor Mid
Cap Value Fund. To calculate the performance of

DGHM MID CAP VALUE COMPOSITE PERFORMANCE
Average Annual Total Return For the Periods Ended

December 31, 2001:
Since Inception

Mid Cap Value Composite* 3 Years 5 Years 10 Years January 1, 1987
Composite net of all Institutional Class operating expenses 22.57% 17.16% 16.03% 14.79%
Composite net of all Retirement Class operating expenses 22.28 16.88 15.75 14.51
Composite net of all Investor Class operating expenses 22.07 16.67 15.55 14.31
Composite gross of all operating expenses 24.36 18.89 17.75 16.49
Russell Midcap˛ Value index 6.80 11.46 14.41 13.47

Average Annual Total Return For the Periods Ended December 31:
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net of all Institutional Class operating expenses 22.55% 23.28% –5.75% 15.72% 21.60% 27.69% –6.12% 17.44% 40.02% 11.99%
Composite net of all Retirement Class operating expenses 22.26 22.99 –5.99 15.45 21.31 27.39 –6.36 17.16 39.70 11.71
Composite net of all Investor Class operating expenses 22.05 22.78 –6.16 15.24 21.11 27.17 –6.53 16.95 39.47 11.52
Composite gross of all operating expenses 24.33 25.07 –4.29 17.43 23.37 29.53 –4.65 19.18 41.99 13.67
Russell Midcap˛ Value index 21.68 15.62 –2.13 34.93 20.26 34.37 5.08 –0.11 19.18 2.33

Because the adviser has voluntarily agreed to limit the fund’s institutional class shares total operating expenses for the current year to 1.20%,
and the retirement and investor class shares total operating expenses for the current year to 1.40%, the performance of the composite net of
advisory fees and expenses after giving effect to the expense limitation would have been:

Average Annual Total Return For the Periods Ended December 31, 2001:
Since Inception

3 Years 5 Years 10 Years January 1, 1987
Composite net after Institutional Class expense limitation 22.95% 17.52% 16.39% 15.15%
Composite net after Retirement & Investor Class expense limitations 22.71 17.30 16.17 14.93

Average Annual Total Return For the Periods Ended December 31:
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Composite net after Institutional Class expense limitation 22.92% 23.66% –5.44% 16.08% 21.97% 28.07% –5.81% 17.80% 40.43% 12.34%
Composite net after Retirement & Investor Class expense

limitations 22.69 23.42 –5.64 15.86 21.74 27.83 –6.01 17.58 40.17 12.12

* The Mid Cap Value composite includes all fee paying discretionary accounts managed by DGHM which have substantially similar investment
objectives, policies and strategies as the Harbor Mid Cap Value Fund. As of December 31, 2001, the Mid Cap Value composite was composed
of 10 accounts totaling approximately $80 million.
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The Adviser and Subadvisers
performance of the composite net of advisory fees
and expenses, the estimated annual fund operating
expenses payable by the Institutional share class and
the estimated expenses payable by the Retirement
and Investor share classes of Harbor Small Cap Value
Fund were used.

The following table presents the past performance of
a composite of certain accounts managed by
EARNEST Partners LLC. The EARNEST Partners
Small Cap Value composite is comprised of all fee
paying accounts under discretionary management by
EARNEST Partners that have substantially similar
investment objectives, policies and strategies as the
Harbor Small Cap Value Fund. EARNEST Partners The historical performance of the Small Cap Value
has prepared and presented the historical performance composite is not that of any of the Harbor funds,
shown for the composite in compliance with the including Harbor Small Cap Value Fund and is not
Performance Presentation Standards of the necessarily indicative of any fund’s future results.
Association for Investment Management and The Harbor Small Cap Value Fund commenced
Research (AIMR-PPS), the U.S. and Canadian operations on December 14, 2001, and does not yet
version of the Global Investment Performance have a full year of its own performance record.
Standards (GIPS). AIMR has not been involved in Harbor Small Cap Value Fund’s actual performance
the preparation or review of this report. The AIMR may vary significantly from the past performance of
method for computing historical performance differs the composite. While the accounts comprising the
from the Securities and Exchange Commission’s composite incurs inflows and outflows of cash from
method. Because the gross performance data shown clients, there can be no assurance that the
in the table does not reflect the deduction of continuous offering of a fund’s shares and a fund’s
investment advisory fees paid by the accounts obligation to redeem its shares will not adversely
comprising the composite and certain other expenses impact the fund’s performance. Also, the accounts
which would be applicable to mutual funds, the net comprising the composite are not subject to certain
performance data may be more relevant to potential investment limitations, diversification requirements
investors in the fund in their analysis of the historical and other restrictions imposed by the Investment
experience of EARNEST Partners in managing all Company Act of 1940 and the Internal Revenue
small cap value portfolios, with investment objectives, Code. If applicable, these limitations, requirements
policies and strategies substantially similar to those of and restrictions may have adversely affected the
the Harbor Small Cap Value Fund. To calculate the performance results of the composite.

EARNEST PARTNERS SMALL CAP VALUE COMPOSITE PERFORMANCE
Average Annual Total Return For the Periods Ended December 31, 2001:

Since Inception
Small Cap Value Composite* 1 Year 2 Years 3 Years January 1, 1999

Composite net of all Institutional Class operating expenses 13.70% 24.72% 21.62% 21.62%
Composite net of all Retirement Class operating expenses 13.42 24.43 21.33 21.33
Composite net of all Investor Class operating expenses 13.22 24.22 21.12 21.12
Composite gross of all operating expenses 15.34 26.48 23.34 23.34
Russell 2000@ Value index 14.03 18.34 11.33 11.33

Average Annual Total Return For the Periods Ended December 31:
1999 2000 2001

Composite net of all Institutional Class operating expenses 15.64% 36.82% 13.70%
Composite net of all Retirement Class operating expenses 15.36 36.50 13.42
Composite net of all Investor Class operating expenses 15.15 36.27 13.22
Composite gross of all operating expenses 17.29 38.69 15.34
Russell 2000@ Value index –1.49 22.83 14.03

Because the adviser has voluntarily agreed to limit the fund’s institutional class shares total operating expenses for the current year to 1.20%,
and the retirement and investor class shares total operating expenses for the current year to 1.40%, the performance of the composite net of
advisory fees and expenses after giving effect to the expense limitation would have been:

Average Annual Total Return For the Periods Ended
December 31, 2001:

Since Inception
1 Year 2 Years 3 Years January 1, 1999

Composite net after Institutional Class expense limitation 14.00% 25.05% 21.93% 21.93%
Composite net after Retirement & Investor Class expense limitations 13.78 24.81 21.70 21.70

Average Annual Total Return For the Periods Ended December 31:
1999 2000 2001

Composite net after Institutional Class expense limitation 15.94% 37.16% 14.00%
Composite net after Retirement & Investor Class expense limitations 15.71 36.91 13.78

* The Small Cap Value composite includes all fee paying discretionary accounts managed by EARNEST Partners which have substantially similar
investment objectives, policies and strategies as the Harbor Small Cap Value Fund. As of December 31, 2001, the Small Cap Value composite
was composed of 4 accounts, totaling approximately $182 million.
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The Adviser and Subadvisers
performance of the composites net of advisory fees
and expenses, the actual annual fund operating
expenses payable by the Institutional share class and
the estimated expenses payable by the Retirement
and Investor share classes of Harbor International
Growth Fund were used.

The following table presents the past performance
of a composite of certain accounts managed by
Mastholm Asset Management LLC (‘‘Mastholm’’).
The Mastholm International Growth composite is
comprised of all fee paying accounts under
discretionary management by Mastholm that have
substantially similar investment objectives, policies The historical performance of the Mastholm
and strategies as the Harbor International Growth International Growth composite is not that of any
Fund. Mastholm Asset Management has prepared

of the Harbor Funds, including Harborand presented the historical performance shown for
International Growth Fund, and is not necessarilythe composite in compliance with the Performance
indicative of any fund’s future results. HarborPresentation Standards of the Association for
International Growth Fund’s actual performanceInvestment Management and Research (AIMR-PPS),
may vary significantly from the past performance ofthe U.S. and Canadian version of the Global

Investment Performance Standards (GIPS). AIMR this composite. While the account comprising the
has not been involved in the preparation or review composite incurs inflows and outflows of cash from
of this report. The AIMR method for computing clients, there can be no assurance that the
historical performance differs from the Securities continuous offering of a fund’s shares and a fund’s
and Exchange Commission’s method. Because the obligation to redeem its shares will not adversely
gross performance data shown in the table does not impact the fund’s performance. Also, the account
reflect the deduction of investment advisory fees

comprising the composite is not subject to certainpaid by the accounts comprising the composite and
investment limitations, diversification requirementscertain other expenses which would be applicable to
and other restrictions imposed by the Investmentmutual funds, the net performance data may be
Company Act of 1940 and the Internal Revenuemore relevant to potential investors in the fund in
Code. If applicable, these limitations, requirementstheir analysis of the historical experience of

Mastholm in managing all international growth and restrictions may have adversely affected the
equity portfolios with investment objectives, policies performance results of the composite.
and strategies substantially similar to those of the
Harbor International Growth Fund. To calculate the

MASTHOLM INTERNATIONAL GROWTH COMPOSITE PERFORMANCE

Average Annual Total Return For the Periods Ended December 31,
2001:

Since Inception
International Growth Composite* 2 Years 3 Years July 1, 1997

Composite net of all Institutional Class operating expenses –12.09% 4.45% 4.57%
Composite net of all Retirement Class operating expenses –12.31 4.19 4.31
Composite net of all Investor Class operating expenses –12.48 4.00 4.12
Composite gross of all operating expenses –11.27 5.38 5.50
EAFE Growth index –24.55 –9.67 –4.05

Average Annual Total Return For the Periods Ended December 31:
1998 1999 2000 2001

Composite net of all Institutional Class operating expenses 10.41% 47.44% 2.17% –24.36%
Composite net of all Retirement Class operating expenses 10.14 47.10 1.92 –24.56
Composite net of all Investor Class operating expenses 9.95 46.86 1.74 –24.71
Composite gross of all operating expenses 11.38 48.63 3.08 –23.63
EAFE Growth index 22.21 29.46 –24.51 –24.58

* The International Growth composite includes all fee paying discretionary accounts managed by Mastholm which have substantially similar
investment objectives, policies and strategies as the Harbor International Growth Fund. As of December 31, 2001, the International Growth
composite was composed of 18 accounts, totaling approximately $2.7 billion.
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The Adviser and Subadvisers
performance of the composites net of advisory fees
and expenses, the actual fund operating expenses for
the 9 month period ended October 31, 2001
payable by the Institutional share class and the
estimated expenses payable by the Retirement and
Investor share classes of Harbor Global Equity Fund

The following table presents the past performance
of a composite of certain accounts managed by BPI
Global Asset Management LLP. The BPI Global
Asset Management Global Equity composite is
comprised of all fee paying accounts under
discretionary management by BPI Global Asset
Management that have substantially similar were used.
investment objectives, policies and strategies as the The historical performance of the Global Equity
Harbor Global Equity Fund. BPI Global Asset composite is not that of any of the Harbor Funds,
Management has prepared and presented the including Harbor Global Equity Fund, and is not
historical performance shown for the composite in necessarily indicative of any fund’s future results.
compliance with the Performance Presentation The Harbor Global Equity Fund commenced
Standards of the Association for Investment operations on February 1, 2001, and does not yet
Management and Research (AIMR-PPS), the U.S. have a full year of its own performance. Harbor
Canadian version of the Global Investment Global Equity Fund’s actual performance may vary
Performance Standards (GIPS). AIMR has not been significantly from the past performance of this
involved in the preparation or review of this report. composite. While the account comprising the
The AIMR method for computing historical composite incurs inflows and outflows of cash from
performance differs from the Securities and clients, there can be no assurance that the
Exchange Commission’s method. Because the gross continuous offering of a fund’s shares and a fund’s
performance data shown in the table does not obligation to redeem its shares will not adversely
reflect the deduction of investment advisory fees impact the fund’s performance. Also, the account
paid by the accounts comprising the composite and comprising the composite is not subject to certain
certain other expenses which would be applicable to investment limitations, diversification requirements
mutual funds, the net performance data may be and other restrictions imposed by the Investment
more relevant to potential investors in the fund in Company Act of 1940 and the Internal Revenue
their analysis of the historical experience of BPI Code. If applicable, these limitations, requirements
Global Asset Management in managing all global and restrictions may have adversely affected the
equity portfolios with investment objectives, policies performance results of the composite.
and strategies substantially similar to those of the
Harbor Global Equity Fund. To calculate the

BPI GLOBAL ASSET MANAGEMENT GLOBAL EQUITY COMPOSITE PERFORMANCE
Average Annual Total Return For the Periods Ended December 31, 2001:

Since Inception
Global Equity Composite* 2 Years 3 Years 4 Years April 1, 1997

Composite net of all Institutional Class operating expenses –20.77% –1.41% 4.61% 6.87%
Composite net of all Retirement Class operating expenses –20.98 –1.66 4.35 6.60
Composite net of all Investor Class operating expenses –21.14 –1.84 4.16 6.41
Composite gross of all operating expenses –19.59 –0.01 6.08 8.36
MSCI World index –15.02 –3.37 2.92 5.59

Average Annual Total Return For the Periods Ended December 31:
1997** 1998 1999 2000 2001

Composite net of all Institutional Class operating expenses 14.49% 24.96% 52.67% –15.74% –25.50%
Composite net of all Retirement Class operating expenses 14.29 24.66 52.33 –15.96 –25.71
Composite net of all Investor Class operating expenses 14.14 24.45 52.08 –16.12 –25.85
Composite gross of all operating expenses 15.65 26.64 54.62 –14.50 –24.37
MSCI World index 15.76 24.34 24.93 –13.18 –16.82

Because the adviser has voluntarily agreed to limit the fund’s institutional class shares total operating expenses for the current year to 1.20%,
the performance of the composite net of advisory fees and expenses after giving effect to the expense limitation would have been:

Average Annual Total Return For the Periods Ended December 31, 2001:
Since Inception

2 Years 3 Years 4 Years April 1, 1997

Composite net after Institutional Class expense limitation –20.60% –1.21% 4.82% 7.08%

Average Annual Total Return For the Periods Ended December 31:
1997** 1998 1999 2000 2001

Composite net after Institutional Class expense limitation 14.66% 25.20% 52.95% –15.57% –25.34%
* The Global Equity composite includes all fee paying discretionary accounts managed by BPI Global Asset Management which have

substantially similar investment objectives, policies and strategies as the Harbor Global Equity Fund. As of December 31, 2001, the Global
Equity composite was composed of 5 accounts, totaling approximately $967 million.

** Unannualized, since inception, April 1, 1997.
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The Adviser and Subadvisers

Each fund’s investments are selected by one or more subadvisers. The following table describes each fund’s
portfolio manager(s), the subadviser that employs the manager and the manager’s business experience.

PORTFOLIO MANAGER MANAGER BUSINESS EXPERIENCE
FUND AND SUBADVISER SINCE (PAST FIVE YEARS)

Capital Spiros Segalas 1990 President (since 1993), ChiefHarbor Domestic 
Appreciation Jennison Associates LLC Investment Officer (since 1973); andEquity Funds 466 Lexington Avenue Director and Founding Member of

New York, NY 10017 Jennison (since 1969).

Mid Cap William Jeffery 2000 President, Chairman of the Board of
Growth Wall Street Associates Directors, Portfolio Manager and

1200 Prospect Street, Suite 100 Founding Partner, Wall Street
LaJolla, CA 92037 Associates (since 1987).
Kenneth McCain 2000 Director, Portfolio Manager and
Wall Street Associates Founding Partner, Wall Street

Associates (since 1987).
David Baratta 2000 Portfolio Manager, Wall Street
Wall Street Associates Associates (since 1999); and Portfolio

Manager, Morgan Grenfell, Inc.
(1994-1999).

Small Cap William Muggia 2000 Director, President, Chief Investment
Growth Westfield Capital Management Officer and Portfolio Manager,

Company, LLC Westfield Capital Management (since
One Financial Center, 23rd Floor 1994); Corporate Finance Division,
Boston, MA 02111 Alex. Brown & Sons (1992-1994).

Large Cap Jeffrey Shaw 2001 Chairman (since 1999), President
Value Armstrong Shaw Associates, Inc. (since 1989) and Chief Investment

45 Grove Street Officer of Armstrong Shaw
New Canaan, CT 06840 Associates, Inc.

Mid Cap Timothy G. Dalton, Jr. 2002 Chairman (since 1990) and Portfolio
Value Dalton, Greiner, Hartman, Manager (since 1987) at DGHM.

Maher & Co.
565 Fifth Avenue
Suite 2101
New York, NY 10017
Kenneth J. Greiner 2002 CEO (since 2001), Portfolio Manager
Dalton, Greiner, Hartman, (since 1987) and President (1990-
Maher & Co. 2000) at DGHM.
Bruce H. Geller 2002 Executive Vice President (since 1999)
Dalton, Greiner, Hartman, and Portfolio Manager (since 1992)
Maher & Co. at DGHM.
Peter A. Gulli 2002 Vice President and Portfolio Manager
Dalton, Greiner, Hartman, (since 1999) at DGHM and Vice
Maher & Co. President and Equity Analyst (1994-

1999) at Chase Manhattan Bank.

Small Cap Paul E. Viera 2001 CEO, Portfolio Manager, and
Value EARNEST Partners LLC founder of EARNEST Partners (since

75 Fourteenth Street 1998); Global Partner and senior
Suite 2300 member of Investment Committee at
Atlanta, GA 30309 INVESCO (1991-1998).
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The Adviser and Subadvisers

PORTFOLIO MANAGER MANAGER BUSINESS EXPERIENCE
FUND AND SUBADVISER SINCE (PAST FIVE YEARS)

International Hakan Castegren 1987 President, Northern Cross (sinceHarbor International
Northern Cross Investments Limited 1993); and President, BostonEquity Funds Clarendon House Overseas Investors, Inc. (1990-1993).
2 Church Street
Hamilton, Bermuda HMDX

International Theodore Tyson 2001 Managing Director, Chief Investment
Growth Mastholm Asset Management LLC Officer and Portfolio Manager of

10500 NE 8th Street Mastholm Asset Management LLC
Suite 1725 (since 1997).
Bellevue, WA 98004
Joseph Jordan 2001 Director and Portfolio Manager of
Mastholm Asset Management LLC Mastholm (since 1997).
Douglas Allen 2001 Director and Portfolio Manager of
Mastholm Asset Management LLC Mastholm (since 1999); International

Investment Analyst, American
Century Investors (1995-1999).

Global Equity Dan Jaworski 2001 Chief Investment Officer, Managing
BPI Global Asset Management LLP Director and Co-Founder, BPI
1900 Summit Tower Blvd, Suite 450 Global Asset Management LLP (since
Orlando, FL 32810 1997); and Managing Director of

International Portfolio Management
and Research, STI Capital
Management (SunTrust, Inc.)
(1995-1997).

Pablo Salas 2001 Portfolio Manager, Managing
BPI Global Asset Management LLP Director and Co-Founder, BPI

Global Asset Management LLP (since
1997); and Portfolio Manager, STI
Capital Management (SunTrust, Inc.)
(1996-1997).

Jon Sorenson 2001 Portfolio Manager, BPI Global Asset
BPI Global Asset Management LLP Management LLP (since 1998); and

Research Analyst, STI Capital
Management (SunTrust, Inc.)
(1990-1998)

Bond William Gross 1987 Managing Director, PIMCOHarbor Fixed
Pacific Investment Management Co. (Del. G.P.) (since 1994); andIncome Funds 840 Newport Center Drive Managing Director, PIMCO
P.O. Box 6430 (1982-1994).
Newport Beach, CA 92658-6430

Short David Marmon 2000 Managing Director, FFTW (since
Duration Fischer Francis Trees & Watts, Inc. 1996) and Portfolio Manager, FFTW

200 Park Avenue (1990-1996).
New York, NY 10166

Money David Marmon 2000 Managing Director, FFTW (since
Market Fischer Francis Trees & Watts, Inc. 1996) and Portfolio Manager, FFTW

(1990-1996).
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Your Harbor Fund Account

Many of the Harbor Funds have multiple classes of shares, with each class representing an interest in the
same portfolio of investments. However, the funds separate share classes have different expenses and as a
result, their investment performances will differ. Please note that the retirement class shares are limited to
qualified retirement plans only. The retirement class shares are not available through an individual
retirement account (IRA). When choosing a share class, you should consider the factors below:

Institutional Class Retirement Class Investor Class
� No 12b-1 fee � 12b-1 fee of up to .25% of � 12b-1 fee of up to .25% of

average daily net assets average daily net assets
� $100,000a minimum � No minimum investment � $2,500 minimum

investment (except for fixed investment for regular
income funds) accounts and $1,000

minimum for IRA and
UTMA/UGMA accounts

� Open to all shareholders � Limited to qualified � Open to all shareholders
retirement plans only

� Funds Available: � Funds Available: � Funds Available:
012-Capital Appreciation 212-Capital Appreciation 412-Capital Appreciation
019-Mid Cap Growth 219-Mid Cap Growth 419-Mid Cap Growth
010-Small Cap Growth 210-Small Cap Growth 410-Small Cap Growth
013-Large Cap Value 213-Large Cap Value 413-Large Cap Value
023-Mid Cap Value 223-Mid Cap Value 423-Mid Cap Value
022-Small Cap Value 222-Small Cap Value 422-Small Cap Value
011-International 211-International 411-International
017-International Growth 217-International Growth 417-International Growth
021-Global Equity 221-Global Equity 421-Global Equity
014-Bond 214-Bond
016-Short Duration 216-Short Duration
015-Money Market 215-Money Market

a $1,000 minimum for Harbor Bond Fund, Harbor Short Duration Fund and Harbor Money Market Fund

Harbor Fund has adopted a distribution plan for substantial portion of these fees are paid to financial
each of the funds’ retirement and investor class of institutions, such as broker-dealers, banks and trust
shares in accordance with Rule 12b-1 under the companies. Because the funds pay these fees out of
Investment Company Act of 1940. Under each their assets on an ongoing basis, over time these fees
plan, the funds pay distribution and service fees to will increase the cost of your investment and may
HCA Securities, Inc., the distributor, for the sale, cost you more than paying other types of sales
distribution and servicing of their shares. All or a charges.
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Your Harbor Fund Account

You may purchase Institutional Class shares � Any trust, custodian, pension, profit sharing or
notwithstanding the $100,000 minimum investment other benefit plan of the foregoing persons.
amount if you qualify for any of the exceptions � Employer-sponsored retirement plan participants
discussed below. You may be required to provide that transfer directly into a separate account with
written confirmation of your eligibility. Harbor within 60 days from withdrawal out of
� You were a shareholder of Harbor Fund on their employer-sponsored retirement plan account

October 31, 2002 and maintained a balance in at Harbor.
your Harbor Fund account (hereinafter referred � Individuals that transfer directly into a separate
to as ‘‘original shareholders’’ or ‘‘grandfathered account with Harbor within 60 days from
shareholders’’). withdrawal out of an omnibus account at

� You received all or a portion of a grandfathered Harbor.
account due to death, divorce, a partnership � Certain wrap accounts for the benefit of clients
dissolution, or as a gift of shares to a charitable of investment professionals or other financial
organization. intermediaries adhering to standards established

� Current or former trustees and officers of Harbor by the distributor.
Fund. � Employer-sponsored retirement plans where the

� Current or former partners and employees of investment in each fund is expected to meet the
legal counsel to Harbor Fund. minimum investment amount within a reasonable

� Current or former directors, officers or employees time period.
of Harbor Capital and its affiliates. � Participants in a 403(b) plan, 457 plan or other

� Current or former directors, officers, or employer-sponsored retirement plan if (i) your
employees of Owens-Illinois, Inc. employer has made special arrangements for your

� Current or former directors, officers, employees, plan to operate as a group through a single
or sales representatives of any subadviser to any broker, dealer or financial intermediary; and
Harbor Fund. (ii) all participants in the plan who purchase

� Current or former officers, partners, employees or shares of a Harbor Fund do so through a single
registered representatives of broker-dealers which broker, dealer or other financial intermediary
have entered into sales agreements with the designated by your employer.
distributor.

� Members of the immediate family (spouse and
children only) living in the same household of
any of the persons above.
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Your Harbor Fund Account

If you are investing
in an IRA call

BY MAIL Open a new account Add to an existing account1-800-422-1050 or visit
our web site at First class mail to:
www.harborfund.com Harbor Transfer, Inc.
for the appropriate P.O. Box 10048
application and Toledo, OH 43699-0048
information.

Express or
Harbor Fund will not registered mail to:
accept cash, third-party Harbor Transfer, Inc.
checks, credit card One SeaGate
convenience checks, 13th Floor
travelers checks or Toledo, OH 43666

Complete and sign the appropriate Complete the investment slip
new account application. If you are included with your most recent
an institution, include a certified copy confirmation or statement.
of a corporate resolution identifying

Make your check payable to: ‘‘Harborauthorized signers.
Fund’’

Make your check payable to: ‘‘Harbor
Fund’’

Neither Harbor Fund nor the shareholder servicing agent is responsible for any
misdirected or lost mail.

checks drawn on banks
outside the U.S. BY WIRE Open a new account Add to an existing account

Harbor Fund does not
Wire to: Send the completed account Instruct your bank to wire theissue share certificates.
State Street Bank and application to Harbor Transfer amount of the additional investment
Trust Company at the address above. to State Street Bank and TrustHarbor Fund reserves
Boston, MA Company.the right to verify the Instruct your bank to wire theABA#: 0110 0002 8accuracy of the purchase amount to State Street BankAcct: DDA #3018-065-7submitted banking and Trust Company, after yourSupply fund name,information prior to account has been established.account registration andactivation of your
account number Call the shareholder servicing agent at 1-800-422-1050 if you are sending aaccount. The

wire of $100,000 or more.verification may take up
to 15 days.

All orders to purchase shares received in good order by Harbor Fund or its agent before the close of regular
trading on the New York Stock Exchange (‘‘NYSE’’), usually 4:00 p.m. eastern time, will receive that day’s
share price. Orders received in good order after the close of the NYSE will receive the next day’s share
price. All purchase orders are subject to acceptance by Harbor Fund.

BY TELEPHONE Add to an existing account

Call Harbor Transfer at: You may purchase shares via Harbor Navigator automated telephone service
1-800-422-1050 24 hours a day or by contacting a shareholder servicing agent during normal

business hours.

Payment for purchase of shares via the telephone may be made only through
an ACH debit of your bank account. If your ACH transaction does not clear,
your purchase will be cancelled and $25 will be deducted from your account.
You may be prohibited from future telephone purchases.

Shares purchased via the telephone may not be exchanged for up to 3 business
days after the purchase of such shares to make sure the funds from your
account have cleared. The shares may be sold, but the proceeds may not be
mailed for up to 3 business days after the purchase of such shares to make
sure the funds from your account have cleared.

If you are unable to access our automated telephone service or a shareholder
servicing agent by telephone (for example, during unusual market activity), you
may send the purchase request by mail or via our web site.

You must have banking instructions already established on your account to
purchase shares via the telephone. If banking instructions were not established
at the time you opened your account, call the shareholder servicing agent at
1-800-422-1050 to request an Account Maintenance form to add these
instructions to your account or you may download the form from our web site
at www.harborfund.com.
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Your Harbor Fund Account
Add to an existing accountBY INTERNET
If your account has internet purchase privileges, you may purchase shares viaVisit our website at:
our web site 24 hours a day.www.harborfund.com
Payment for purchase of shares through the Internet may be made only
through an ACH debit of your bank account. If your ACH transaction does
not clear, your purchase will be cancelled and $25 will be deducted from your
account. You may be prohibited from future Internet purchases.
Shares purchased through the Internet may not be exchanged for up to
3 business days after the purchase of such shares to make sure the funds from
your account have cleared. The shares may be sold, but the proceeds may not
be mailed for up to 3 business days after the purchase of such shares to make
sure the funds from your account have cleared.
If you are unable to access our site, (for example, during unusual market
activity), you may call a shareholder servicing agent during normal business
hours, use our automated telephone service 24 hours a day or send the
purchase request by mail.
You must have banking instructions already established on your account to
purchase shares through the Internet. If banking instructions were not
established at the time you opened your account, call the shareholder servicing
agent at 1-800-422-1050 to request an Account Maintenance form to add
these instructions to your account or you may download the form from our
web site.

THROUGH A FINANCIAL If you invest through a financial intermediary, please read that firm’s program
INTERMEDIARY OR BROKER materials carefully to learn of any special rules that may apply. For example,

special terms may apply to additional service features, fees, or other policies.
Contact your financial intermediary or broker-dealer to find out about its
procedures and fees for processing orders to purchase shares. Purchase orders
received in good order by your financial intermediary or dealer or dealer’s
agent before the close of regular trading on the NYSE, usually 4:00 p.m.
eastern time, will receive that day’s share price. Your financial intermediary or
dealer is responsible for promptly transmitting properly completed orders to
the shareholder servicing agent.
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Your Harbor Fund Account

An exchange is a Harbor Fund will refuse exchanges by any person or group if it believes that a fund would be unable to
redemption of shares invest the money effectively or would otherwise be adversely affected. Because excessive account transactions
from one fund and a can disrupt the management of a fund and increase fund costs for all shareholders, Harbor Fund may
purchase of shares in temporarily or permanently terminate the exchange privilege of any investor without prior notice who
another. makes more than four exchanges out of the same fund per calendar year. Accounts under common

ownership or control will be counted together for purposes of the four exchange limit. The four exchangeExchanges may be
limitation does not apply to omnibus accounts.taxable transactions

depending on the type Harbor Fund may change or terminate the exchange privilege on 60 days’ prior notice.
of account and you

You may exchange your shares for shares of the same class of another Harbor Fund, subject to the followingmay realize a gain or
limitations applicable to Harbor Bond Fund, Harbor Short Duration Fund and Harbor Money Marketa loss.

All orders to exchange shares received in good order by Harbor Fund or its agent before the close of regular
trading on the NYSE, usually 4:00 p.m. eastern time, will receive that day’s share price. Orders received in
good order after the close of the NYSE will receive the next day’s share price.

Fund. Exchanges must meet the applicable minimum initial investment amounts for each class of shares of
each fund. You should consider the differences in investment objectives and expenses of a fund before
making an exchange.

If you are an original shareholder (a shareholder of any Harbor Fund as of October 31, 2002), you may
exchange your Institutional Class shares for Institutional Class shares of any Harbor Fund, including
Harbor Bond Fund, Harbor Short Duration Fund and Harbor Money Market Fund. You must satisfy the
minimum investment requirements applicable to original shareholders for making initial investments in
Institutional Class shares of the other Harbor Fund.

If you are not an original shareholder, you may only exchange your Institutional Class shares of Harbor
Bond Fund, Harbor Short Duration Fund and Harbor Money Market Fund for Investor Class shares of
another fund unless you meet the minimum initial investment requirements for new shareholders of
Institutional Class shares of the other Harbor Fund.

You may exchange your shares of the Retirement Class for Retirement Class shares or any other Harbor
Fund available through your retirement plan. In addition, you may exchange your shares of the Retirement
Class for shares of either the Institutional or Investor Class shares of another Harbor Fund if such class of
shares is available through your retirement plan.

If you are an Investor Class shareholder, you may exchange your shares for Investor Class shares of another
Harbor Fund and for Institutional Class shares of Harbor Bond Fund, Harbor Short Duration Fund and
Harbor Money Market Fund. Your exchanges out of the Institutional Class shares of Harbor Bond Fund,
Harbor Short Duration Fund and Harbor Money Market Fund into another Harbor Fund would be
subject to the limitations for new shareholders as described under the heading Institutional
Class Shareholders above.

BY MAIL You may mail a written exchange request to the shareholder servicing agent.
State the name of both funds, the class of shares and number of shares orFirst class mail to:
dollar amount to be exchanged and the account numbers for both funds. SignHarbor Transfer, Inc.
the request exactly as the name or names (if more than one name) appear onP.O. Box 10048
the account registration.Toledo, OH 43699-0048

Neither Harbor Fund nor the shareholder servicing agent is responsible for anyExpress or
misdirected or lost mail.registered mail to:

Harbor Transfer, Inc.
One SeaGate
13th Floor
Toledo, OH 43666
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Your Harbor Fund Account

BY TELEPHONE If your account has telephone exchange privileges, you may exchange shares via
Harbor Navigator automated telephone service 24 hours a day or by contacting

Call Harbor Transfer at:
a shareholder servicing agent during normal business hours.

1-800-422-1050
Shares purchased via the telephone may not be exchanged for up to 3 business
days after the purchase of such shares to make sure the funds from your
account have cleared.

If you are unable to access our automated telephone service or reach a
shareholder servicing agent by telephone (for example, during unusual market
activity), you may send the exchange request by mail or via our web site.

BY INTERNET If your account has internet exchange privileges, you may exchange shares via
our web site 24 hours a day.Visit our web site at:

www.harborfund.com Shares purchased through the Internet may not be exchanged for up to 3
business days after the purchase of such shares to make sure the funds from
your account have cleared.

If you are unable to access our web site, (for example during unusual market
activity), you may call a shareholder servicing agent during normal business
hours, use our automated telephone service 24 hours a day or send the
exchange request by mail.

THROUGH A FINANCIAL If you invest through a financial intermediary, please read that firm’s program
INTERMEDIARY OR BROKER materials carefully to learn of any special rules that may apply. For example,

special terms may apply to additional service features, fees, or other policies.
Contact your financial intermediary or broker-dealer to find out about its
procedures and fees for processing orders to exchange shares. Exchanges received
in good order by your financial intermediary or dealer or dealer’s agent before
the close of regular trading on the NYSE, usually 4:00 p.m. eastern time, will
receive that day’s share price. Your financial intermediary or dealer is
responsible for promptly transmitting properly completed orders to the
shareholder servicing agent.
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Your Harbor Fund Account

Redemptions are
taxable transactions and
you may realize a gain
or a loss. Certain
shareholders may be

BY MAIL You may mail a written redemption request to the shareholder servicing agent.subject to backup
State the name of the fund, the class of shares and number of shares or dollarFirst class mail to:withholding. amount to be sold and the account number. Sign the request exactly as theHarbor Transfer, Inc.
name or names (if more than one name) appear on the account registration.Neither Harbor Fund P.O. Box 10048
IRA redemption requests must be made in writing, including tax withholdingnor the shareholder Toledo, OH 43699-0048
information. If withholding information is not specified, Harbor Fund willservicing agent is Express or
withhold 10%. Call the shareholder servicing agent or visit our web site atobligated, under any registered mail to:
www.harborfund.com for an IRA Request for Distribution form.Harbor Transfer, Inc.circumstances, to pay
A signature guarantee may be required. See ‘‘Shareholder and AccountOne SeaGateinterest on redemption
Policies’’ for more information.13th Floorproceeds.

Toledo, OH 43666 Neither Harbor Fund nor the shareholder servicing agent is responsible for any
Redemption proceeds misdirected or lost mail.
not cashed within

If your account has telephone redemption privileges, you may redeem shares180 days may be BY TELEPHONE
via Harbor Navigator automated telephone service 24 hours a day or byreinvested to the
contacting a shareholder servicing agent during normal business hours.Call Harbor Transfer at:account in which it was

1-800-422-1050 Redemptions via the telephone will be paid by check or ACH transfer only toredeemed at the then
the address or bank account of record.current NAV.

All orders to sell shares received in good order by Harbor Fund or its agent before the close of regular
trading on the NYSE, usually 4:00 p.m. eastern time, will receive that day’s share price. Orders received in
good order after the close of the NYSE will receive the next day’s share price. Each fund has the right to
suspend redemptions of shares and to postpone payment of proceeds for up to seven days, as permitted by
law. Proceeds of the redemption (reduced by the amount of any tax withholding, if applicable) will be
mailed by check payable to the shareholder of record at the address of record, wired or sent via ACH to the
current banking instructions already on file.

Shares purchased via the telephone may be sold, but the proceeds may not be
mailed for up to 3 business days after the purchase of such shares to make
sure the funds from your account have cleared.
If you are unable to access our automated telephone service or reach a
shareholder servicing agent by telephone (for example, during unusual market
activity), you may send the redemption request by mail or via our web site.
You may not sell shares in an IRA account by telephone. Call the shareholder
servicing agent or visit our web site at www.harborfund.com for an IRA
Request for Distribution form.
Telephone redemptions are limited to $100,000 per fund, per day. Telephone
and Internet transactions are aggregated for purposes of the $100,000 limit.

BY INTERNET If your account has Internet redemption privileges, you may redeem shares via
our web site 24 hours a day.Visit our web site at:
Redemptions through the Internet will be paid by check or ACH transfer onlywww.harborfund.com
to the address or bank account of record.
Shares purchased through the Internet may be sold, but the proceeds may not be
mailed for up to 3 business days after the purchase of such shares to make sure the
funds from your account have cleared.
If you are unable to access our web site, (for example during unusual market
activity), you may call a shareholder servicing agent during normal business
hours, use our automated telephone service 24 hours a day or send the
redemption request by mail.
You may not sell shares in an IRA account or UTMA/UGMA account via the
Internet. Call the shareholder servicing agent or visit our web site at
www.harborfund.com to request an IRA Request for Distribution form or to
request a redemption from your UTMA/UGMA account.
Internet redemptions are limited to $100,000 per fund, per day. Telephone
and Internet transactions are aggregated for purposes of the $100,000 limit.
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Your Harbor Fund Account
THROUGH A FINANCIAL If you invest through a financial intermediary, please read that firm’s program
INTERMEDIARY OR BROKER materials carefully to learn of any special rules that may apply. For example, special

terms may apply to additional service features, fees, or other policies. Contact your
financial intermediary or broker-dealer to find out about its procedures and fees for
processing orders to sell shares. Redemption orders received in good order by your
financial intermediary or dealer or dealer’s agent before the close of regular trading
on the NYSE, usually 4:00 p.m. eastern time, will receive that day’s share price.
Your financial intermediary or dealer is responsible for promptly transmitting
properly completed orders to the shareholder servicing agent.
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Shareholder and Account Policies

A fund may make payment for shares wholly or inThe net asset value (NAV or share price) for each
funds’ class of shares is calculated at the close of part by distributing portfolio securities (instead of
regular trading on the NYSE on each business day cash) to the shareholder. The redeeming shareholder
that Harbor Fund is open for business. A business must pay transaction costs to sell these securities.
day is a weekday that is not a holiday listed in the
statement of additional information. If the Exchange

If you establish an account with less than thecloses early, the funds calculate NAV at that time.
applicable minimum requirement for theEach fund’s shares are purchased and redeemed at
Institutional Class or if your account balance fallsthe NAV next determined after your purchase or
below the required minimum investment for theredemption order is received by the shareholder
Institutional Class due to redemptions, theservice agent in good order.
shareholder servicing agent may ask that the account

Harbor Fund may allow certain brokers, dealers or be increased. If your account balance is not
institutional investors to purchase shares for next increased within 60 days, the shareholder servicing
day settlement. agent reserves the right to exchange your

Institutional Class shares at the then current NAV
for shares of the respective fund’s Investor Class.

Harbor Money Market Fund values its securities at Exchanges may be taxable transactions depending on
amortized cost. Each of the other funds value the the type of account.
securities in its portfolio on the basis of market
quotations and valuations provided by independent
pricing services. If quotations are not readily Signature guarantees are designed to help protect
available, or the value of a security has been you and Harbor Fund from fraud.
materially affected by events occurring after the

A signature guarantee is required if you:closing of a foreign exchange, each fund values its
� Redeem more than $100,000 per fund;assets by a method that the trustees believe accurately
� Redeem within the first 15 days after yourreflects fair value. A fund that uses fair value to price

address of record or banking instructions aresecurities may value those securities higher or lower
changed;than another fund that uses market quotations to

� Request that proceeds be sent to an address orprice the same securities.
bank, other than the one of record; or

International markets may be open, and trading � Request that a check for redemption proceeds be
may take place on days when U.S. markets are made payable to a person other than the
closed. For this reason, the value of foreign registered shareholder.
securities owned by a fund could change on days

Harbor Fund reserves the right to require a
when you cannot buy or sell shares.

signature guarantee under other circumstances.

You may obtain a signature guarantee for a nominal
If you purchase fund shares by check: fee from most banks, broker-dealers, credit unions,
� No third-party checks, credit card convenience any securities exchange or association, clearing

checks or checks drawn on banks outside the agencies, savings associations or trust companies.
U.S. are accepted. A notary public stamp or seal cannot be

� You may not exchange the shares for up to substituted for a signature guarantee.
10 business days to make sure that the check has
cleared.

� You may sell the shares, but the proceeds may You will receive a confirmation statement after
not be mailed for up to 10 business days to make each transaction affecting your account, however,
sure that the check has cleared. shareholders participating in an automatic plan will

� The shareholder servicing agent will cancel your receive only quarterly confirmations of all transactions.
purchase and deduct $25 from your account if Dividend information will be confirmed quarterly. You
the check does not clear for any reason. You may should verify the accuracy of your confirmation
also be prohibited from future purchases. statements immediately after you receive them and

contact the shareholder servicing agent regarding anyYou can avoid the 10-day holding period by
errors or discrepancies.purchasing shares via ACH or wire.
The funds produce financial reports, which include
a list of each of the fund’s portfolio holdings, semi-
annually and update their prospectus annually.
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Shareholder and Account Policies
dividends or distributions that are economically
equivalent to a partial return of your investment
whether you reinvest the distribution or receive it in
cash. Every January the funds will send you
information about the fund’s dividends and
distributions during the previous calendar year.

You may receive
If you do not provide Harbor Fund with yourdividend and capital
correct social security number or other taxpayergain distributions in
identification number along with certificationscash or reinvest them. required by the Internal Revenue Service, you may

Dividend and capital be subject to a backup withholding tax of 30%
gain distributions will from your dividends and capital gain distributions,
be reinvested in redemptions, exchanges and any other payments to
additional shares of you.
the respective fund

Unless otherwise instructed, each fund will sendunless you elect
dividends and capital gain distributions elected to beotherwise.

Each fund will distribute all or substantially all of
its net investment income and realized capital gains,
if any, each year. Each fund declares and pays any
dividends from net investment income and capital
gains at least annually, in December. Money Market
Fund declares any dividends from net investment
income daily and pays the dividends monthly.
Money Market Fund distributes any capital gains
annually, in December. Each fund may also pay
dividends and capital gain distributions at other
times if necessary to avoid federal income or excise
tax. Capital Appreciation Fund, Mid Cap Growth
Fund, Small Cap Growth Fund, Mid Cap Value
Fund, Small Cap Value Fund, International Growth
Fund and Global Equity Fund expect distributions
to be primarily from capital gain. Large Cap Value
Fund, International Fund, and Bond Fund expects

received as cash to the address of record. Yourdistributions to be from both capital gain and
distribution option will automatically be convertedincome. Short Duration Fund and Money Market
to having all dividends and other distributionsFund expect distributions to be from income.
reinvested in additional shares if either of the
following occur:Dividends from net investment income and short-
� Postal or other delivery service is unable toterm capital gain are taxable as ordinary income and

deliver checks to the address of record; ordistributions of net long-term capital gain are
� Dividends and capital gain distributions are nottaxable as long-term capital gains, which may be

cashed within sixty (60) days.taxable at different rates, depending on the source
and the length of time the fund holds its assets.

Neither Harbor Fund nor Harbor Transfer has anyDividends and distributions are taxable, whether
obligation, under any circumstances, to pay interestyou receive it in cash or reinvest in additional fund
on dividends or capital gain distributions sent to ashares.
shareholder.

Generally, you should avoid investing in a fund
shortly before an anticipated dividend or capital You should consult your tax adviser about particular
gain distribution. Otherwise, you may pay taxes on federal, state and local taxes that may apply to you.

NORMAL DIVIDEND DISTRIBUTION SCHEDULE FOR ALL SHARE CLASSES

Annually Semi-Annually Quarterly Monthly
DOMESTIC EQUITY FUNDS

Harbor Capital Appreciation Fund X

Harbor Mid Cap Growth Fund X

Harbor Small Cap Growth Fund X

Harbor Large Cap Value Fund X

Harbor Mid Cap Value Fund X

Harbor Small Cap Value Fund X

INTERNATIONAL EQUITY FUNDS

Harbor International Fund X

Harbor International Growth Fund X

Harbor Global Equity Fund X

FIXED INCOME FUNDS

Harbor Bond Fund X

Harbor Short Duration Fund X

Harbor Money Market Fund X
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Investor Services

distributor will be liable for acting on these
instructions.

You may invest dividends and capital gain
distributions from one fund in shares of the same
class of another fund (with certain exceptions for
the Institutional Class shareholders of Harbor BondIf you already have a
Fund, Harbor Short Duration Fund and HarborHarbor Fund account,
Money Market Fund) provided you have opened ancall the shareholder
account in the same class of the other fund andservicing agent at
satisfied the applicable minimum investment1-800-422-1050 to
requirements. Shares are purchased on the dividendrequest an Account
payment date at the dividend payment price whichMaintenance form to
is the same as the ex-dividend date. Purchases areadd these features or
credited to your account on this date.you may download

the form from our
If you are not an original shareholder, you mayweb site at
invest dividends and capital gain distributions fromwww.harborfund.com.

Our web site provides to you, 24 hours a day,
access to your account information, the ability to
conduct transactions, the option to request forms
and applications, and offers additional information
on each of the Harbor Funds. For transactions
conducted through the Internet, Harbor
recommends use of an Internet browser with 128-
bit encryption.

In order to engage in transactions via the Internet,
you must authorize us to transmit account
information online and accept online instructions
(go to www.harborfund.com and follow the
procedures accordingly).

You will automatically be granted Internet
transaction privileges unless you decline them on
the application when establishing your account.
Transactions through the Internet are subject to the the Investor Class of one fund in the Investor Class
same minimums as other transaction methods. of any other fund and in the Institutional Class of

Harbor Bond Fund, Harbor Short Duration FundProcedures designed to confirm that instructions
and Harbor Money Market Fund. If you are not ancommunicated via the Internet are genuine,
original shareholder, dividends and capital gainincluding requiring certain identifying information
distributions from the Institutional Class of Harborprior to acting upon instructions and sending
Bond Fund, Harbor Short Duration Fund andwritten confirmation of Internet transactions are
Harbor Money Market Fund may only be investedused by the shareholder servicing agent. To the
in Investor Class shares of another fund unless youextent that reasonable procedures are used to
meet the minimum initial investment requirementsconfirm that instructions received through the
for new shareholders of Institutional Class shares ofInternet are genuine, neither Harbor Fund, the
the other fund.shareholder servicing agent, nor the distributor will

be liable for acting on these instructions.

You may indicate on the account application to
whom the account will be transferred on your
death.Our automated telephone service provides to you,

24 hours a day, access to your account information,
TOD registration is available only for accountsthe ability to conduct transactions, the option to
registered in an individual name or as joint tenantsrequest forms and applications, and offers additional
with rights of survivorship. TOD registration isinformation on each of the Harbor funds.
NOT available for IRA, UGMA/UTMA, or

You will automatically be granted telephone institutional accounts. TOD registration requires the
transaction privileges unless you decline them on name(s) of the beneficiary(ies) to be listed on the
the application when establishing your account. account registration followed by ‘‘TOD, Subject to
Telephone transactions are subject to the same STA TOD Rules’’. Harbor Fund reserves the right
minimums as other transaction methods. to use the term ‘‘beneficiaries’’ in an account

registration rather than list each named beneficiary.Procedures designed to confirm that instructions
However, the shareholder must provide the name,communicated by telephone are genuine, including
address, social security number, and birth date ofrequiring certain identifying information prior to
each beneficiary. Per stirpes designation will notacting upon instructions, recording all telephone
be accepted.instructions and sending written confirmation of

telephone instructions are used by the shareholder To add TOD registration to an existing account,
servicing agent. To the extent that reasonable call the shareholder servicing agent at 1-800-422-
procedures are used to confirm that instructions 1050 to request the Transfer on Death Registration
given by telephone are genuine, neither Harbor form and instructions or you may download the
Fund, the shareholder servicing agent, nor the form from our web site at www.harborfund.com.
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Investor Services

‘‘How to Exchange Shares’’ generally. TheHarbor Fund may
minimum exchange amount is $100. The fundamend or terminate
being exchanged out of and exchanged into mustthe automatic plans
meet the minimum requirements for the respective

without notice to class of shares. Exchanges are taxable transactions
participating and you may realize a gain or loss.
shareholders.

You must have a Money Market Fund account
established prior to adding this service. Call the
shareholder servicing agent at 1-800-422-1050 to
request a signature card to add the checkwriting
feature. There is no check writing privilege for IRA
accounts.

You may direct Harbor Fund to withdraw a specificIndividual checks must be for $500 or more. You
dollar amount (minimum of $100) on a monthly orcan not close a Harbor Money Market Fund
quarterly schedule. If you have multiple plans, theaccount by writing a check.
dollar amount in each plan must be the same.

You may select this feature when completing the If automatic withdrawals continuously exceed
account application. reinvested dividends and capital gain distributions,

the account will eventually be depleted. WithdrawalsYou may not exchange the shares for up to
are redemptions of shares and therefore are taxable3 business days after the initial purchase to make
transactions for you. You should consult your taxsure that the funds from your account have cleared.
adviser.

You may sell the shares, but the proceeds may not
be mailed for up to 3 business days after the initial

For information on establishing retirement accounts,purchase to make sure that the funds from your
please call 1-800-422-1050.account have cleared.

� Traditional IRA – an individual retirementIf your automatic clearing house (ACH) transaction
account. Your contributions may or may not bedoes not clear, your purchase will be cancelled and
deductible depending on your circumstances.$25 will be deducted from your account. You may
Rollovers are not deductible. Assets can grow tax-also be prohibited from future automatic investment
free and distributions are taxable as income.plan purchases.

By using the automatic investment or exchange � Roth IRA – an individual retirement account.
plans, you are purchasing shares of a Fund on a Your contributions are non-deductible. Assets
scheduled basis without regard to fluctuations in net grow tax-free and qualified distributions are also
asset value per share. Over time, your average cost tax-free.
per share may be lower than if you tried to time the

� SEP IRA – an individual retirement accountmarket. While regular investment plans do not
funded by employer contributions. Assets growguarantee a profit and will not protect you against
tax-free and distributions are taxable as income.loss in a declining market, they can be an excellent

way to invest for retirement, a home, educational
� Other Retirement Plans – A Harbor Fund may beexpenses, and other long-term financial goals.

used as an investment in many other kinds of
If you already have a Harbor Fund account, call the employer-sponsored retirement plans. All of these
shareholder servicing agent at 1-800-422-1050 to accounts need to be established by the trustee of
request an Automatic Options form to add this the plan.
feature or you may download the form from our
web site at www.harborfund.com.

The fund may mail one copy of the funds’
prospectus, financial reports and proxies to each

You may automatically exchange between the same household. If you wish to revoke your consent to
class of shares of Harbor funds either monthly or this practice, you may do so by contacting the
quarterly (with certain exceptions for the shareholder servicing agent at 1-800-422-1050 or by
Institutional Class shareholders of Harbor Bond writing to Harbor Transfer, Inc., P.O. Box 10048,
Fund, Harbor Short Duration Fund and Harbor Toledo, OH 43699-0048. Harbor will begin mailing
Money Market Fund). Automatic exchanges are prospectuses, financial reports and proxies to you
subject to the same limitations applicable to Harbor individually within 30 days after receiving your
Bond Fund, Harbor Short Duration Fund and revocation. Consent is considered valid until
Harbor Money Market Fund as described under revoked.

49

AUTOMATIC WITHDRAWAL PLAN

AUTOMATIC INVESTMENT PLAN

RETIREMENT ACCOUNTS

HOUSEHOLDING

AUTOMATIC EXCHANGE PLAN

CHECKWRITING FOR MONEY MARKET FUND



Financial Highlights

The financial highlights table is intended to help you understand the funds’ financial performance for the past five years, or less if a
fund has a shorter operating history. Certain information reflects financial results for a single fund share. Total returns represent the
rate that a shareholder would have earned/lost on an investment in a fund (assuming reinvestment of all dividends and distributions).
The information for each of the two years ended October 31, 2001, has been audited by Ernst & Young LLP, independent

Income From Investment Operations
Net Realized and

Unrealized Gains /(Losses)
on Investments, Futures Less DistributionsContracts, Written Options,

Net Asset Swap Agreements, Dividends Distributions
Value Net Investments Sold Short Total from from Net from Net

Beginning Investment and Foreign Currency Investment Investment Realized Total
Year/Period Ended of Period Income/(Loss) Contracts Operations Income Capital Gains8 Distributions

HARBOR CAPITAL APPRECIATION FUND
April 30, 2002 (Unaudited) ******************************** $26.40 $ .02 $ .15 $ .17 $ (.04) $ — $ (.04)
October 31, 2001 *************************************** 48.16 .04 (15.63) (15.59) — (6.17) (6.17)
October 31, 2000 *************************************** 46.92 — 5.84 5.84 — (4.60) (4.60)
October 31, 1999 *************************************** 33.51 (.02) 15.78 15.76 (.07) (2.28) (2.35)
October 31, 1998 *************************************** 34.01 .07 4.35 4.42 (.07) (4.85) (4.92)
October 31, 1997 *************************************** 25.88 .06 8.95 9.01 (.02) (.86) (.88)

HARBOR MID CAP GROWTH FUND
April 30, 2002 (Unaudited) ******************************** $ 5.64 $(.03)c $ .16 $ .13 $ — $ — $ —
October 31, 20011*************************************** 10.00 — (4.36) (4.36) — — —

HARBOR SMALL CAP GROWTH FUND2

April 30, 2002 (Unaudited) ******************************** $ 9.72 $(.03)c $ 1.25 $ 1.22 $ — $ — $ —
October 31, 2001 *************************************** 10.00 — (.28) (.28) — — —

HARBOR LARGE CAP VALUE FUND
April 30, 2002 (Unaudited) ******************************** $13.01 $ .04 $ 1.67 $ 1.71 $ (.02) $ — $ (.02)
October 31, 20013*************************************** 13.88 .24 (.68) (.44) (.24) (.19) (.43)
October 31, 2000 *************************************** 15.40 .27 .08 .35 (.30) (1.57) (1.87)
October 31, 1999 *************************************** 15.21 .27 1.80 2.07 (.25) (1.63) (1.88)
October 31, 1998 *************************************** 18.17 .27 .79 1.06 (.28) (3.74) (4.02)
October 31, 1997 *************************************** 16.04 .34 4.13 4.47 (.34) (2.00) (2.34)

HARBOR MID CAP VALUE FUND
April 30, 2002 (Unaudited)4 ******************************** $10.00 $ — $ .67 $ .67 $ — $ — $ —

HARBOR SMALL CAP VALUE FUND
April 30, 2002 (Unaudited)5 ******************************** $10.00 $(.01)c $ 1.62 $ 1.61 $ — $ — $ —

HARBOR INTERNATIONAL FUND
April 30, 2002 (Unaudited) ******************************** $28.65 $ .16c $ 3.83 $ 3.99 $ (.27) $ (.88) $(1.15)
October 31, 2001 *************************************** 38.85 .57c (6.27) (5.70) (.71) (3.79) (4.50)
October 31, 2000 *************************************** 40.66 .48c 1.22 1.70 (.65) (2.86) (3.51)
October 31, 1999 *************************************** 36.97 .67c 5.90 6.57 (.58) (2.30) (2.88)
October 31, 1998 *************************************** 35.84 .51c 1.92 2.43 (.40) (.90) (1.30)
October 31, 1997 *************************************** 31.21 .41c 5.44 5.85 (.42) (.80) (1.22)

See page 52 for notes to the Financial Highlights.
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auditors, whose report, along with the funds’ financial statements, are included in the funds’ annual report (available upon request).
The unaudited information for the six month period ended April 30, 2002 is included in the funds’ semi-annual report (available upon
request). The information for years 1997-1999 has been audited by PricewaterhouseCoopers LLP.

Ratio of
Ratio of Ratio of Operating Ratio of Ratio of

Net Asset Operating Management Fees Expenses Net of Interest/Dividend Net Investment
Value Net Assets Expenses Not Imposed All Offsets to Expense Income/(Loss)
End Total End of Period to Average to Average  Average to Average to Average Portfolio

of Period Return (000s) Net Assets (%)9 Net Assets (%) Net Assets (%) Net Assets (%) Net Assets (%) Turnover (%)

$26.53 .63% $6,350,073 .68%a —% .68%a —% .12%a 31%b

26.40 (35.23) 6,020,099 .66 — .66 — .15 89
48.16 12.26 9,100,317 .64 — .64 — (.07) 86
46.92 48.59 6,484,801 .66 — .66 — (.05) 68
33.51 15.72 3,833,598 .68 — .68 — .24 70
34.01 35.73 2,798,404 .70 — .70 — .23 73

$ 5.77 2.30%b,e $ 12,726 1.20%a,c .20%a 1.20%a —% (1.12)%a,c 36%b

5.64 (43.60)e 9,752 1.20c .20 1.20 — (.92)c 61

$10.94 12.55%b,e $ 49,207 .96%a,c .11%a .96%a —% (.75)%a,c 26%b

9.72 (2.80)e 17,317 1.20c .20 1.20 — (.67)c 56

$14.70 13.18%b $ 173,810 .77%a —% .77%a —% .64%a 21%b

13.01 (3.20) 130,059 .77 — .77 .14a,f 1.64 194
13.88 3.07 147,615 .80 — .80 .16f 2.05 106
15.40 14.60 157,382 .76 — .76 — 1.65 110
15.21 6.69 170,468 .79 — .79 — 1.67 114
18.17 31.08 161,359 .83 — .83 — 1.98 146

$10.67 6.70%b,e $ 3,076 1.20%a,c .20%a 1.20%a —% (.49)%a,c 4%b

$11.61 16.10%b,e $ 7,343 1.20%a,c .20%a 1.20%a —% (.50)%a,c 5%b

$31.49 14.22%b,e $3,869,129 .88%a,c .04%a .88%a —% 1.06%a,c 7%b

28.65 (16.40)e 3,497,357 .91c .06 .91 — 1.36c 7
38.85 3.74 e 4,830,275 .92c .06 .92 — 1.40c 10
40.66 18.54 e 5,361,024 .92c .06 .92 — 1.65c 4
36.97 6.97 e 5,088,401 .94c .06 .94 — 1.27c 14
35.84 19.26 e 5,090,048 .97c .05 .97 — 1.20c 6
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Financial Highlights — Continued

Income From Investment Operations
Net Realized and

Unrealized Gains /(Losses)
on Investments,

Less DistributionsFutures Contracts, Written
Net Asset Options, Swap Agreements, Dividends Distributions

Value Net Investments Sold Short Total from from Net from Net
Beginning Investment and Foreign Currency Investment Investment Realized Total

Year/Period Ended of Period Income/(Loss) Contracts Operations Income Capital Gains8 Distributions

HARBOR INTERNATIONAL GROWTH FUND
April 30, 2002 (Unaudited)6 ******************* $ 8.44 $— $ (.17) $ (.17) $ — $ — $ —
October 31, 2001 ************************** 17.56 — (7.30) (7.30) — (1.82) (1.82)
October 31, 2000 ************************** 19.13 .01 (.06) (.05) (.14) (1.38) (1.52)
October 31, 1999 ************************** 18.07 .14 1.30 1.44 (.11) (.27) (.38)
October 31, 1998 ************************** 16.15 .11 2.52 2.63 (.12) (.59) (.71)
October 31, 1997 ************************** 15.35 .12 1.12 1.24 (.08) (.36) (.44)

HARBOR GLOBAL EQUITY FUND
April 30, 2002 (Unaudited) ******************* $ 7.39 $— $ .29 $ .29 $(.01) $ — $ (.01)
October 31, 20017************************** 10.00 — (2.61) (2.61) — — —

HARBOR BOND FUND
April 30, 2002 (Unaudited) ******************* $12.05 $.26c $ (.13) $ .13 $(.26) $ (.26) $ (.52)
October 31, 2001 ************************** 11.00 .56c 1.08 1.64 (.52) (.07) (.59)
October 31, 2000 ************************** 10.85 .57c .15 .72 (.57) — (.57)
October 31, 1999 ************************** 11.82 .58c (.49) .09 (.55) (.51) (1.06)
October 31, 1998 ************************** 11.57 .61c .53 1.14 (.66) (.23) (.89)
October 31, 1997 ************************** 11.28 .68c .30 .98 (.69) — (.69)

HARBOR SHORT DURATION FUND
April 30, 2002 (Unaudited) ******************* $ 8.69 $.16c $ (.06) $ .10 $(.16) $ — $ (.16)
October 31, 2001 ************************** 8.51 .45c .19 .64 (.46) — (.46)
October 31, 2000 ************************** 8.56 .55c (.04) .51 (.56) — (.56)
October 31, 1999 ************************** 8.69 .46c (.15) .31 (.44) — (.44)
October 31, 1998 ************************** 8.66 .48c .09 .57 (.54) — (.54)
October 31, 1997 ************************** 8.79 .45c,d .01 .46 (.59) — (.59)

HARBOR MONEY MARKET FUND
April 30, 2002 (Unaudited) ******************* $ 1.00 $.01c $ — $ .01 $(.01) $ — $ (.01)
October 31, 2001 ************************** 1.00 .05c — .05 (.05) — (.05)
October 31, 2000 ************************** 1.00 .06c — .06 (.06) — (.06)
October 31, 1999 ************************** 1.00 .05c — .05 (.05) — (.05)
October 31, 1998 ************************** 1.00 .05c — .05 (.05) — (.05)
October 31, 1997 ************************** 1.00 .02c — .02 (.02) — (.02)

1 Commenced operations on November 1, 2000.
2 On October 31, 2002, the former Harbor Small Cap Growth Fund was merged with and into Harbor Growth Fund. The accounting survivor of the merger is the former Harbor Small

Cap Growth Fund which commenced operations on November 1, 2000. Effective November 1, 2002, Harbor Growth Fund changed its name to Harbor Small Cap Growth Fund.
3 Effective September 20, 2001, Harbor Value Fund changed its name to Harbor Large Cap Value Fund and appointed Armstrong Shaw Associates as its Subadviser.
4 For the period March 1, 2002 (inception) through April 30, 2002.
5 For the period December 14, 2001 (inception) through April 30, 2002.
6 Effective December 1, 2001, Harbor International Growth Fund appointed Mastholm Asset Management as its Subadviser.
7 For the period February 1, 2001 (inception) through October 31, 2001.
8 Includes both short-term and long-term capital gains.
9 Percentage does not reflect reduction for credit balance arrangements.
a Annualized.
b Unannualized.
c Reflects the Adviser’s or Subadviser’s agreement not to impose all or a portion of its management fees.
d Based on monthly average of shares outstanding during the fiscal year.
e The total returns would have been lower had certain expenses not been waived during the periods shown.
f Dividend expense from investments sold short.
g Interest expense from investments sold short.
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Ratio of
Ratio of Ratio of Operating Ratio of Ratio of

Net Asset Operating Management Fees Expenses Net of Interest/Dividend Net Investment
Value Net Assets Expenses Not Imposed All Offsets to Expense Income/(Loss)
End Total End of Period to Average to Average Average to Average to Average Portfolio

of Period Return (000s) Net Assets (%)9 Net Assets(%) Net Assets(%) Net Assets (%) Net Assets (%) Turnover (%)

$ 8.27 (2.00)%b $ 383,744 .93%a —% .93%a —% .20%a 184%6

8.44 (45.53) 437,201 .89 — .89 — .18 63
17.56 (1.58) 1,247,082 .89 — .89 — .10 103
19.13 7.87 1,382,513 .91 — .91 — .78 48
18.07 16.96 1,178,252 .96 — .96 — .62 85
16.15 8.13 918,950 1.02 — 1.02 — .91 76

$ 7.67 3.87%b,e $ 7,548 1.20%a,c .20%a 1.20%a —% .02%a,c 16%b

7.39 (26.10)b,e 6,765 1.20a,c .20a 1.20a — .45a,c 143b

$11.66 1.19%b,e $1,099,254 .57%a,c .15%a .57%a —% 4.62%a,c 196%6

12.05 15.35e 1,036,552 .56c .22 .56 — 5.50c 531
11.00 6.95e 717,255 .60c .21 .60 — 6.16c 494
10.85 .85e 627,180 .61c .21 .60 — 5.35c 271
11.82 10.33e 473,021 .65c .22 .65 — 5.41c 278
11.57 8.96e 362,594 .67c .23 .67 — 6.04c 252

$ 8.63 1.19%b,e $ 102,184 .30%a,c .17%a .30%a —% 3.70%a,c 80%b

8.69 7.73e 125,959 .28c .20 .27 — 5.35c 246
8.51 6.21e 125,032 .29c .20 .28 — 6.00c 478
8.56 3.68e 251,442 .28c .20 .28 — 5.36c 578
8.69 6.81e 217,244 .36c .20 .36 — 5.51c 727
8.66 5.48e 162,476 .38c .20 .36 .64g 5.14c 1,519

$ 1.00 .86%b,e $ 168,696 .36%a,c .12%a .36%a —% 1.72%a,c N/A
1.00 4.83e 168,834 .38c .12 .38 — 4.60c N/A
1.00 5.99e 105,893 .48c .12 .47 — 5.88c N/A
1.00 4.82e 97,265 .46c .12 .46 — 4.73c N/A
1.00 5.20e 100,276 .57c .12 .57 — 5.08c N/A
1.00 5.11e 73,540 .63c .12 .62 — 4.97c N/A
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Harbor Fund Details

Share prices are available
on our web site at
www.harborfund.com
or by calling
1-800-422-1050 after
7:00 p.m. eastern time.

FUND FUND NUMBER TICKER SYMBOL CUSIP NUMBER
DOMESTIC EQUITY FUNDS

Harbor Capital Appreciation Fund
Institutional Class 012 HACAX 411511504
Retirement Class 212 (Not Available) 411511827
Investor Class 412 (Not Available) 411511819

Harbor Mid Cap Growth Fund
Institutional Class 020 HAMGX 411511876
Retirement Class 220 (Not Available) 411511793
Investor Class 420 (Not Available) 411511785

Harbor Small Cap Growth Fund
Institutional Class 010 HASGX 411511868
Retirement Class 210 (Not Available) 411511769
Investor Class 410 (Not Available) 411511777

Harbor Large Cap Value Fund
Institutional Class 013 HAVLX 411511603
Retirement Class 213 (Not Available) 411511751
Investor Class 413 (Not Available) 411511744

Harbor Mid Cap Value Fund
Institutional Class 023 HAMVX 411511835
Retirement Class 223 (Not Available) 411511728
Investor Class 423 (Not Available) 411511736

Harbor Small Cap Value Fund
Institutional Class 022 HASCX 411511843
Retirement Class 222 (Not Available) 411511710
Investor Class 422 (Not Available) 411511694

INTERNATIONAL EQUITY FUNDS
Harbor International Fund

Institutional Class 011 HAINX 411511306
Retirement Class 211 (Not Available) 411511652
Investor Class 411 (Not Available) 411511645

Harbor International Growth Fund
Institutional Class 017 HAIGX 411511801
Retirement Class 217 (Not Available) 411511637
Investor Class 417 (Not Available) 411511629

Harbor Global Equity Fund
Institutional Class 019 HAGEX 411511850
Retirement Class 219 (Not Available) 411511611
Investor Class 419 (Not Available) 411511595

FIXED INCOME FUNDS
Harbor Bond Fund

Institutional Class 014 HABDX 411511108
Retirement Class 214 (Not Available) 411511686

Harbor Short Duration Fund
Institutional Class 016 HASDX 411511702
Retirement Class 216 (Not Available) 411511678

Harbor Money Market Fund
Institutional Class 015 HARXX 411511405
Retirement Class 215 (Not Available) 411511660

For updates on the Harbor funds following the end of each calendar quarter, please visit our web site at
www.harborfund.com.
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Harbor’s Privacy Statement

These measures reflect our commitment to
maintaining the privacy of your confidential
information. We appreciate the confidence you have
shown by entrusting us with your assets.

The following privacy statement is issued by
Harbor Fund and each series of Harbor Fund and
its affiliates, Harbor Capital Advisors. Inc., Harbor
Transfer, Inc. and HCA Securities, Inc.

taxpayer identification number, investment activity,
and bank account information.

It is our policy to respect the privacy of current and
former shareholders and to protect personal
information entrusted to us. We do not sell your

When you visit our web site, we may collect
personal information to anyone.

technical and navigational information, such as
In the course of providing products and services, we computer browser type, Internet protocol address,
collect non-public personal information about you pages visited and average time spent on our web
from the following sources: applications, forms, our site. We may use this information to alert you to
web site (including any information captured software compatibility issues, or to improve our web
through our use of ‘‘cookies’’) and transactions with design and functionality. We use ‘‘cookies’’ and
us, our affiliates or other parties. similar files that may be placed on your hard drive

for security purposes, to facilitate site navigation and
The non-public personal information collected may

to personalize the appearance of our site.
include name, address, e-mail address, telephone/fax
numbers, account number, social security or

share information with affiliates that are engaged in
a variety of financial services in order to better

We occasionally disclose non-public personal
information about our current or former
shareholders with affiliated and non-affiliated service your account.
parties, as permitted by law or regulation. In the
normal course of servicing our shareholders, When information is shared with third parties, they
information we collect may be shared with non- are not permitted to use the information for any
affiliated companies that perform support services purpose other than to assist our servicing of your
on our behalf or to other firms that assist us in account(s) or as permitted by law.
providing you with products and services, such as
custodians, transfer agents, broker-dealers and If you close your account(s) or if we lose contact
marketing service firms as well as with other with you, we will continue to share information in
financial institutions. These companies may not use accordance with our current privacy policy and
the information for any other purpose. We may also practices.

as servicing your accounts, resolving problems or
informing you of new products or services.

Access to non-public personal information is limited
to employees, agents or other parties who need to
know that information to perform their jobs, such

We maintain physical, electronic and procedural data encryption firewall barriers, user names and
safeguards to protect your nonpublic personal passwords, and other tools are used. For additional
information. information regarding our security measures, visit

the terms and conditions of use on our web site at
For customers accessing information through our

www.harborfund.com.
web site, various forms of Internet security such as

(not part of the prospectus)
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For More Information About Harbor Fund

For More
Additional information about the funds’ investments Investors can review the Harbor Fund reports andInformation About
is available in the Harbor Fund annual and semi- SAI at the Public Reference Room of the SecuritiesHarbor Fund, these annual reports to shareholders. The Harbor Fund and Exchange Commission. Call 1-202-942-8090

Documents are annual report contains a discussion of the market for information on the operation of the Public
conditions and investment strategies that Reference Room. Investors may get text-only copies:Available
significantly affected each fund’s performance during
its last fiscal year. � For a fee, by writing the

Public Reference Room of the Commission
Washington, D.C. 20549-0102

The SAI provides more detailed information about
the funds and is incorporated into this prospectus

� For a fee, by sending an e-mail or electronicby reference and therefore is legally part of this
request to the Public Reference Room of theprospectus.
Commission at publicinfo@sec.gov.

Free copies of the annual and semiannual reports,
the SAI, and other information and answers to � Free from the Commission’s internet web site at
questions about the funds are available at http://www.sec.gov
www.harborfund.com or by contacting the
shareholder servicing agent at: This prospectus is not an offer to sell securities in

places other than the United States and itsHarbor Transfer, Inc.
territories.P.O. Box 10048

Toledo, OH 43699-0048
1-800-422-1050 Investment Company Act File No. 811-4676

Harbor Transfer, Inc.David G. Van Hooser Chairman and Trustee
P.O. Box 10048Howard P. Colhoun Trustee
Toledo, OH 43699-0048

John P. Gould Trustee
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Rodger F. Smith Trustee
James M. Williams President

State Street Bank and Trust Company
Constance L. Souders Vice President and

P.O. Box 1713Treasurer
Boston, MA 02105

Karen B. Wasil Secretary

Ernst & Young LLP
Harbor Capital Advisors, Inc. 200 Clarendon Street
One SeaGate Boston, MA 02116
Toledo, Ohio 43666

Hale and Dorr LLP
HCA Securities, Inc. 60 State Street
One SeaGate Boston, MA 02109
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419-247-2477
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HARBOR FUND One SeaGate Toledo, Ohio 43666 www.harborfund.com

STATEMENT OF ADDITIONAL INFORMATIONÌNovember 1, 2002

Harbor Fund (""Harbor'') is an open-end management investment company (or mutual fund) consisting of six domestic
equity series: Harbor Capital Appreciation Fund, Harbor Mid Cap Growth Fund, Harbor Small Cap Growth Fund, Harbor Large
Cap Value Fund, Harbor Mid Cap Value Fund and Harbor Small Cap Value Fund; three international equity series: Harbor
International Fund, Harbor International Growth Fund, and Harbor Global Equity Fund; and three Ñxed income series: Harbor Bond
Fund, Harbor Short Duration Fund and Harbor Money Market Fund (individually or collectively referred to as a ""Fund'' or the
""Funds''). Additional funds may be created by the Trustees from time to time. Each Fund is managed by one or more
subadvisers (each, a ""Subadviser'') under the supervision of Harbor Capital Advisors, Inc., the Funds' investment adviser (the
""Adviser'').

This Statement of Additional Information is not a Prospectus and should be read in conjunction with the Prospectus of Harbor
Fund dated November 1, 2002, as amended or supplemented from time to time. Additional information about each Fund's
investments is available at www.harborfund.com or in the Funds' Annual and Semi-Annual reports to shareholders. Investors can get
free copies of the Annual and Semi- Annual Reports, the Prospectus and the Statement of Additional Information, request other
information and discuss their questions about the Funds by calling 1-800-422-1050, by writing to Harbor Fund at One SeaGate,
Toledo, OH 43666 or by visiting our web site at www.harborfund.com. Each Fund's financial statements which are included in the
2002 Semi-Annual Report to shareholders are incorporated by reference into this Statement of Additional Information.
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ADDITIONAL POLICIES AND INVESTMENT TECHNIQUES

General. Each Fund has a diÅerent investment ob- below. The following discussion elaborates on the pre-
jective which it pursues through separate investment sentation of the Funds' investment policies contained
policies, as described in the Prospectus and in the Prospectus.

DOMESTIC EQUITY FUNDS

ment purposes, in small cap equity securities, the FundHarbor Capital Appreciation Fund
need not sell non-qualifying securities that appreciated

Additional Investment Information. The Fund may in value to get back to 80%, however, future invest-
enter into repurchase agreements, purchase securities ments must be made in a manner to get back in
on a when-issued or forward commitment basis, en- compliance with the 80% requirement. The Fund's
gage in securities lending and short sales. The Fund policy of investing in small companies presents greater
may write and purchase options and purchase and sell opportunities for growth, but also involves more risk
futures contracts and related options to manage cash than investments in larger, more established compa-
Öow and remain fully invested in the stock market, or to nies. The Fund may enter into repurchase agreements,
hedge against a decline in the value of securities purchase securities on a when-issued or forward com-
owned by it or an increase in the price of securities mitment basis, lend securities and engage in short
which it plans to purchase. The Fund may also invest in sales of up to 25% of its total assets. The Fund may
foreign securities in the form of ADRs, EDRs, GDRs, also invest in foreign securities in the form of ADRs,
IDRs and other securities representing ownership of EDRs, GDRs, IDRs and other securities representing
securities of foreign issuers. ownership of securities of foreign issuers.

Harbor Mid Cap Growth Fund Harbor Large Cap Value Fund

Additional Investment Information. If the Fund does Additional Investment Information. On September 20,
not meet its requirement of investing 80% of its net 2001, the Fund changed its name from ""Harbor Value
assets, plus borrowings for investment purposes, in Fund'' to ""Harbor Large Cap Value Fund''.
mid cap equity securities, the Fund need not sell non-

If the Fund does not meet its requirement of invest-qualifying securities that appreciated in value to get
ing 80% of its net assets, plus borrowings for invest-back to 80%, however, future investments must be
ment purposes, in large cap equity securities, the Fundmade in a manner to get back in compliance with the
need not sell non-qualifying securities that appreciated80% requirement. The Fund's policy of investing in mid
in value to get back to 80%, however, future invest-cap companies presents greater opportunities for
ments must be made in a manner to get back ingrowth, but also involves more risk than investments in
compliance with the 80% requirement. The Fund maylarger, more established companies. The Fund may
enter into repurchase agreements, purchase securitiesenter into repurchase agreements, purchase securities
on a when-issued or forward commitment basis, en-on a when-issued or forward commitment basis, lend
gage in securities lending and short sales. The Fundsecurities, engage in short sales of up to 25% of its
may write and purchase options and purchase and selltotal assets. The Fund may also invest in foreign securi-
futures contracts and related options to manage cashties in the form of ADRs, EDRs, GDRs, IDRs and other
Öow and remain fully invested in the stock market or tosecurities representing ownership of securities of for-
hedge against a decline in the value of securitieseign issuers.
owned by it or an increase in the price of securities
which it plans to purchase. The Fund may also invest in

Harbor Small Cap Growth Fund foreign securities in the form of ADRs, EDRs, GDRs,
IDRs and other securities representing ownership ofAdditional Investment Information. On November 1,
securities of foreign issuers.2002, the Fund changed its name from ""Harbor

Growth Fund'' to ""Harbor Small Cap Growth Fund''.

If the Fund does not meet its requirement of invest-
ing 80% of its net assets, plus borrowings for invest-
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Harbor Mid Cap Value Fund Harbor Small Cap Value Fund

Additional Investment Information. If the Fund does Additional Investment Information. If the Fund does
not meet its requirement of investing 80% of its net not meet its requirement of investing 80% of its net
assets, plus borrowings, in mid cap equity securities, assets, plus borrowings for investment purposes, in
the Fund need not sell non-qualifying securities that small cap equity securities, the Fund need not sell non-
appreciated in value to get back to 80%, however, qualifying securities that appreciated in value to get
future investments must be made in a manner to get back to 80%, however, future investments must be
back in compliance with the 80% requirement. The made in a manner to get back in compliance with the
Fund's policy of investing in mid cap companies 80% requirement. The Fund's policy of investing in
presents greater opportunities for growth, but also small companies presents greater opportunities for
involves more risk than investments in larger, more growth, but also involves more risk than investments in
established companies. The Fund may enter into repur- larger, more established companies. The Fund may
chase agreements, purchase securities on a when- enter into repurchase agreements, purchase securities
issued or forward commitment basis, lend securities on a when-issued or forward commitment basis, lend
and engage in short sales of up to 25% of its total securities and engage in short sales of up to 25% of its
assets. The Fund may also invest in foreign securities total assets. The Fund may also invest in foreign securi-
in the form of ADRs, EDRs, GDRs, IDRs and other ties in the form of ADRs, EDRs, GDRs, IDRs and other
securities representing ownership of securities of for- securities representing ownership of securities of for-
eign issuers. eign issuers.

INTERNATIONAL EQUITY FUNDS

ward foreign currency exchange contracts and con-Harbor International Fund
tracts for the future delivery of foreign currencies, and

Additional Investment Information. The Fund may, for purchase options on such futures contract. The Fund's
temporary defensive or hedging purposes, purchase op- currency management techniques associated with in-
tions on foreign currencies, enter into forward foreign vestments in foreign securities involve more risk than if
currency exchange contracts and contracts for the the Fund were invested in dollar-denominated securi-
future delivery of foreign currencies, and purchase ties of U.S. issuers.
options on such futures contracts. The Fund's currency
management techniques associated with investments The Fund may enter into repurchase agreements,
in foreign securities involve more risk than if the Fund purchase securities on a when-issued or forward com-
were invested in dollar-denominated securities of mitment basis and may lend securities. The Fund may
U.S. issuers. write and purchase options and purchase and sell

futures contracts and related options to manage cash
The Fund may enter into repurchase agreements,

Öow and remain fully invested in the stock market or to
purchase securities on a when-issued or forward com-

hedge against a decline in the value of securities
mitment basis and may lend securities. The Fund may

owned by it or an increase in the price of securities
write and purchase options and purchase and sell

which it plans to purchase.
futures contracts and related options to manage cash
Öow and remain fully invested in the stock market or to
hedge against a decline in the value of securities Harbor Global Equity Fund
owned by it or an increase in the price of securities

Additional Investment Information. If the Fund doeswhich it plans to purchase.
not meet its requirement of investing 80% of its net
assets, plus borrowings for investment purposes, inHarbor International Growth Fund
equity securities, the Fund need not sell non-qualifying

Additional Investment Information. Current income, securities that appreciated in value to get back to 80%,
if any, is a subordinate consideration. The Fund may, however, future investments must be made in a manner
for temporary defensive or hedging purposes, to get back in compliance with the 80% requirement.
purchase options on foreign currencies, enter into for- Current income, if any, is a subordinate consideration.
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The Fund may, for temporary defensive or hedging The Fund may enter into repurchase agreements,
purposes, purchase options on foreign currencies, enter purchase securities on a when-issued or forward com-
into forward foreign currency exchange contracts and mitment basis and may lend securities. The Fund may
contracts for the future delivery of foreign currencies, write and purchase options and purchase and sell
and purchase options on such futures contract. The futures contracts and related options to manage cash
Fund's currency management techniques associated Öow and remain fully invested in the stock market or to
with investments in foreign securities involve more risk hedge against a decline in the value of securities
than if the Fund were invested in dollar denominated owned by it or an increase in the price of securities
securities of U.S. issuers. which it plans to purchase.

FIXED INCOME FUNDS

interest payments occurring prior to the payment ofHarbor Bond Fund and
principal, duration is always less than maturity. In gen-Harbor Short Duration Fund
eral, the lower the stated or coupon rate of interest of a

Additional Investment Information. If the Harbor Bond Ñxed-income security, the longer the duration of the
Fund or the Harbor Short Duration Fund does not meet security. Conversely, the higher the stated or coupon
its requirement of investing 80% of its net assets, plus rate of interest of a Ñxed-income security, the shorter
borrowings for investment purposes, in bonds or fixed the duration of the security.
income securities, the respective Fund need not sell

Generally speaking, if interest rates move up bynon-qualifying securities that appreciated in value to get
100 basis points, a Ñxed-income security with a Ñve-back to 80%, however, future investments must be
year duration will decline by Ñve points. If the Ñxed-made in a manner to get back in compliance with the
income security's duration was three years, it would80% requirement.
decline by three points; two years Ì two points; and

Duration. Duration is a measure of average maturity so on. To the extent each Fund is invested in Ñxed-
that was developed to incorporate a bond's yield, income securities, the value of the Funds' portfolio will
coupons, Ñnal maturity and call features into one mea- decrease in a similar manner given the conditions
sure. Duration is one of the tools used in security illustrated above.
selection for each Fund.

Futures, options and options on futures have dura-
Most debt obligations provide interest (""coupon'') tions which, in general, are closely related to the dura-

payments in addition to a Ñnal (""par'') payment at tion of the securities which underlie them. Holding long
maturity. Some obligations also feature call provisions. futures or call option positions will lengthen the portfo-
Depending on the relative magnitude of these pay- lio duration by approximately the same amount that
ments, debt obligations may respond diÅerently to holding an equivalent amount of the underlying securi-
changes in the level and structure of interest rates. ties would. Short futures or put option positions have
Traditionally, a debt security's ""term-to-maturity'' has durations roughly equal to the negative duration of the
been used as a proxy for the sensitivity of the security's securities that underlie those positions, and have the
price to changes in interest rates (which is the eÅect of reducing portfolio duration by approximately
""interest rate risk'' or ""volatility'' of the security). the same amount that selling an equivalent amount of
However, ""term-to-maturity'' measures only the time the underlying securities would.
until a debt security provides its Ñnal payment, and
doesn't take into account the pattern of the security's Except in unusual and temporary circumstances, the
payments prior to maturity. Duration is a measure of the duration of Harbor Bond Fund's portfolio will vary within
average life of a Ñxed-income security on a present the three- to six-year time frame based on PaciÑc
value basis. Duration is computed by calculating the Investment Management Company's (""PIMCO'') fore-
length of the time intervals between the present time cast for interest rates, but under current conditions is
and the time that the interest and principal payments expected to stay within one year of what PIMCO be-
are scheduled (or in the case of a callable bond, lieves to be the average duration of the bond market as
expected to be received), and weighing them by the a whole. PIMCO bases its analysis of the average
present values of the cash to be received at each duration of the bond market on bond market indices
future point in time. For any Ñxed-income security with which it believes to be representative, and other
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factors. The Fund may use various techniques to management techniques include derivative instruments
shorten or lengthen the duration of its portfolio, includ- such as forward foreign currency exchange contracts,
ing the acquisition of obligations at a premium or options on securities and foreign currencies, futures
discount, transactions in options, futures contracts, contracts, options on futures contracts and currency,
swaps combined with options, options on futures and mortgage and interest rate swaps, swaps combined
mortgage and interest rate swaps and interest rate with options, interest rate Öoors and caps and, at times,
Öoors and caps. combinations of these techniques. In addition, the Fund

may enter into forward foreign currency exchange con-
Harbor Bond Fund may employ certain active cur- tracts, currency options and currency swaps for non-

rency and interest rate management techniques. The hedging purposes when FFTW anticipates that a for-
techniques may be used both to hedge the foreign eign currency will appreciate or depreciate in value.
currency and interest rate risks associated with the The Fund may enter into these transactions even
Fund's portfolio securities, and, in the case of certain though securities denominated in that currency do not
techniques, to seek to increase the total return of the present attractive investment opportunities or are not
Fund. Such active management techniques include the included in the Fund's portfolio.
use of derivative instruments such as forward foreign
currency exchange contracts, options on securities and Both Harbor Bond Fund and Harbor Short Duration
foreign currencies, futures contracts, options on futures Fund may enter into repurchase agreements, purchase
contracts and currency, mortgage and interest rate and sell securities on a when-issued or forward com-
swaps and options on such swaps and interest rate mitment basis, including TBA (""to be announced'')
Öoors and caps and, at times, combinations of these purchase and sale commitments, engage in securities
techniques. In addition, the Fund may enter into for- lending and short selling and enter into reverse repur-
ward foreign currency exchange contracts, currency chase agreements.
options and currency swaps for non-hedging purposes

High Yield Bonds. Harbor Bond Fund may invest upwhen PIMCO anticipates that a foreign currency will
to 15% of its assets in corporate debt securities thatappreciate or depreciate in value, even though securi-
are not investment grade but are rated B or higher byties denominated in that currency do not present at-
Moody's Investors Service, Inc. (""Moody's'') ortractive investment opportunities or are not included in
Standard & Poor's Ratings  Group (""S&P'') (com-the Fund's portfolio.
monly called ""junk bonds''). The widespread expan-

Harbor Short Duration Fund may use various tech- sion of government, consumer and corporate debt
niques to shorten or lengthen the dollar-weighted aver- within the U.S. economy has made the corporate sec-
age duration of its portfolio, including the acquisition of tor, especially cyclically sensitive industries, more vul-
obligations at a premium or discount, transactions in nerable to economic downturns or increased interest
options, futures contracts, options on futures and mort- rates. An economic downturn could severely disrupt
gage and interest rate swaps and interest rate Öoors the market for high yield bonds and adversely aÅect
and caps. Subject to the policy for maintaining a dollar- the value of outstanding bonds and the ability of the
weighted average portfolio duration not exceeding issuers to repay principal and interest.
three years, the Fund may invest in individual obliga-
tions of any duration. Harbor Money Market Fund

The assets of Harbor Short Duration Fund are ac- Additional Investment Information. The Fund may
tively managed and are bought and sold in response to invest its assets in U.S. dollar-denominated securities
changes in value resulting from new information of U.S. or foreign issuers and in securities of foreign
aÅecting the supply of and demand for securities in the branches of U.S. banks and major foreign banks, such
Fund's portfolio. Active management of the Fund en- as negotiable certiÑcates of deposit (Eurodollars). An
tails frequent decisions concerning the changing rela- investment in the debt obligations of foreign issuers
tive attractiveness of various investments. The Fund involves investment risks that are diÅerent from an
may employ certain active currency and interest rate investment in a fund which invests only in debt obliga-
management techniques. The techniques may be used tions of U.S. issuers.
both to hedge the foreign currency and interest rate
risks associated with the Fund's portfolio securities, The extent of deviation between the Fund's net asset
and, in the case of certain techniques, to seek to value based upon available market quotations or mar-
increase the total return of the Fund. Such active ket equivalents and $1.00 per share based on
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amortized cost will be periodically examined by the (D) commercial paper (including variable and Öoat-
Trustees. If such deviation exceeds ¥ of 1%, the ing rate commercial paper with interest rates which
Trustees will promptly consider what action, if any, will adjust in accordance with changes in interest rate
be initiated. In the event the Trustees determine that a indices) which is rated in the highest rating category of
deviation exists which may result in material dilution or at least two NRSROs or, if not rated, is issued by a
other unfair results to investors or existing sharehold- company having outstanding comparable debt rated in
ers, they will take such corrective action as they regard one of the two highest rating categories by at least two
to be necessary and appropriate. Such action may NRSROs or, if only one NRSRO has rated the security,
include the sale of portfolio instruments prior to matur- that NRSRO;
ity to realize capital gains or losses or to shorten

(E) short-term (maturing in thirteen months oraverage portfolio maturity; withholding part or all of
less) corporate obligations which are rated in one ofdividends or payment of distributions from capital or
the two highest rating categories by at least twocapital gains; redemptions of shares in kind; or estab-
NRSROs or, if only one NRSRO has rated the security,lishing a net asset value per share by using available
that NRSRO;market quotations or equivalents. In addition, in order

to stabilize the net asset value per share at $1.00, the (F) repurchase agreements; and
Trustees have the authority (1) to reduce or increase
the number of shares outstanding on a pro rata basis, (G) asset-backed securities (including, but not lim-
and (2) to oÅset each shareholder's pro rata portion of ited to, interests in pools of assets such as motor
the deviation between the net asset value per share vehicle installment purchase obligations and credit
and $1.00 from the shareholder's accrued dividend card receivables) which are determined to be of high
account or from future dividends. quality by the Fund's Subadviser, pursuant to criteria

approved by the Board of Trustees.Under normal market conditions, at least 80% of the
Fund's net assets are invested in:

The Fund may invest up to 20% of the value of its net
(A) short-term (maturing in thirteen months or assets in debt instruments not speciÑcally described in

less) U.S. Government securities; (A) through (G) above, including unrated instru-
ments, provided that such instruments are deemed by

(B) treasury receipts; treasury investment growth
Harbor Fund's Trustees to be of comparable high

receipts (""TIGR's''); certiÑcates of accrual on treasury
quality and liquidity and that they meet the Fund's

receipts (""CATS''); and separately traded principal
maturity requirements.

and interest components of securities issued or guar-
anteed by the U.S. Treasury traded under the Separate

The Fund may invest more than 25% of the value of
Trading of Registered Interest and Principal of Securi-

its total assets in the securities of domestic banks and
ties program (""STRIPS'');

bank holding companies, including certiÑcates of de-
(C) U.S. dollar-denominated obligations issued by posit and bankers' acceptances. The Fund, however,

major U.S. and foreign banks (including certiÑcates of may not invest more than 5% of its total assets (taken
deposit and bankers' acceptances) that meet the at amortized cost) in securities issued by or subject to
$100 million standard set forth under ""Cash puts from any one issuer (except U.S. Government
Equivalents'' and other obligations of U.S. and securities and repurchase agreements collateralized by
non-U.S. issuers denominated in U.S. dollars and in such securities), except that a single investment may
securities of foreign branches of U.S. banks and major exceed such limit if such security (i) is rated in the
foreign banks, such as negotiable certiÑcates of de- highest rating category by the requisite number of
posit (Eurodollars), and including variable rate master NRSROs or, if unrated, is determined to be of compara-
demand notes and Öoating rate notes, provided they ble quality and (ii) is held for not more than three
are (i) rated in the highest rating category of at least business days. In addition, the Fund may not invest
two nationally recognized statistical rating organiza- more than 5% of its total assets (taken at amortized
tions (""NRSROs'') or, if only rated by one NRSRO, cost) in securities of issuers not in the highest rating
that NRSRO, or (ii) issued or guaranteed by a com- category as determined by the requisite number of
pany which at the date of investment has outstanding a NRSROs or, if unrated, of comparable quality, with
comparable debt issue rated in one of the two highest investment in any one such issuer being limited to no
rating categories by at least two NRSROs or, if only one more than 1% of such total assets or $1 million, which-
NRSRO has rated the security, that NRSRO; ever is greater.
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INVESTMENT POLICIES

Common Stocks. Each equity Fund may purchase registered under the Securities Act of 1933 (the ""1933
common stocks. Common stocks are shares of a cor- Act'') prior to distribution to the general public) includ-
poration or other entity that entitle the holder to a pro ing restricted securities eligible for resale to ""qualiÑed
rata share of the proÑts of the corporation, if any, institutional buyers'' under Rule 144A under the 1933
without preference over any other shareholder or class Act. It may be expensive or diÇcult for a Fund to
of shareholders, including holders of the entity's pre- dispose of restricted securities in the event that regis-
ferred stock and other senior equity. Common stock tration is required or an eligible purchaser cannot be
usually carries with it the right to vote and frequently an found.
exclusive right to do so.

The Board of Trustees may adopt guidelines and
Preferred Stocks. Each equity Fund may invest in delegate to the Adviser the daily function of determin-

preferred stocks. Preferred stock generally has a prefer- ing and monitoring liquidity of restricted securities. The
ence as to dividends and upon liquidation over an is- Board, however, will retain suÇcient oversight and be
suer's common stock but ranks junior to debt securities in ultimately responsible for the determinations.
an issuer's capital structure. Preferred stock generally

Fixed-Income Securities. Corporate and foreign gov-pays dividends in cash or additional shares of preferred
ernmental debt securities are subject to the risk of thestock at a defined rate. Unlike interest payments on debt
issuer's inability to meet principal and interest paymentssecurities, preferred stock dividends are payable only if
on the obligations (credit risk) and may also be subjectdeclared by the issuer's board of directors. Dividends on
to price volatility due to such factors as interest ratepreferred stock may be cumulative, meaning that, in
sensitivity, market perception of the creditworthiness ofthe event the issuer fails to make one or more dividend
the issuer and general market liquidity (market risk).payments on the preferred stock, no dividends may be
Except to the extent that values are independentlypaid on the issuer's common stock until all unpaid
affected by currency exchange rate fluctuations, whenpreferred stock dividends have been paid. Preferred
interest rates decline, the value of fixed-income securi-stock also may be subject to optional or mandatory
ties can generally be expected to rise. Conversely, whenredemption provisions.
interest rates rise, the value of fixed-income securities

Convertible Securities. Convertible securities are can be expected to decline. The Subadviser will con-
bonds, preferred stocks and other securities that nor- sider both credit risk and market risk in making invest-
mally pay a Ñxed rate of interest or dividend and give ment decisions for a Fund.
the owner the option to convert the security into com-
mon stock. While the value of convertible securities Lower-rated debt securities (High yield bonds). Se-
depends in part on interest rate changes and the credit curities which are rated BBB by S&P or Baa by Moody's
quality of the issuer, the price will also change based are generally regarded as having adequate capacity to
on the price of the underlying stock. While convertible pay interest and repay principal, but may have some
securities generally have less potential for gain than speculative characteristics. Securities rated below Baa
common stock, their income provides a cushion against by Moody's or BBB by S&P may have speculative
the stock price's declines. They generally pay less characteristics, including the possibility of default or
income than non-convertible bonds. bankruptcy of the issuers of such securities, market

price volatility based upon interest rate sensitivity,
Restricted Securities. Each Fund (except Harbor

questionable creditworthiness and relative liquidity of
Money Market Fund which will not invest more than

the secondary trading market. Also, during an eco-
10%) will not invest more than 15% of its net assets in

nomic downturn or substantial period of rising interest
illiquid investments, which includes repurchase agree-

rates, highly leveraged issuers may experience Ñnan-
ments and Ñxed time deposits maturing in more than

cial stress which would adversely aÅect their ability to
seven days, securities that are not readily marketable

service their principal and interest payment obligations,
and restricted securities, unless the Board of Trustees

to meet projected business goals, and to obtain addi-
determines, based upon a continuing review of the

tional Ñnancing. If the issuer of a bond owned by a
trading markets for the speciÑc restricted security, that

Fund defaulted, the Fund could incur additional ex-
such restricted securities are liquid.

penses to seek recovery. In addition, periods of eco-
Each Fund may purchase and sell restricted securi- nomic uncertainty and changes can be expected to

ties (i.e., securities that would be required to be result in increased volatility of market prices of high
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yield bonds and the Fund's net asset value, to the the issuers will have suÇcient cash Öow and proÑts to
extent it holds such bonds. Furthermore, the market meet required principal and interest payments, so the
prices of high yield bonds structured as zero coupon or Fund can meet redemption requests.
payment-in-kind securities are aÅected to a greater
extent by interest rate changes and thereby tend to be In addition, in a declining interest rate market, issu-
more volatile than securities which pay interest periodi- ers of high yield bonds may exercise redemption or call
cally and in cash. provisions, which may force a Fund, to the extent it

owns such securities, to replace those securities with
High yield bonds also present risks based on pay- lower yielding securities. This could result in a de-

ment expectations. For example, high yield bonds may creased return for investors. In the event that the rating
contain redemption or call provisions. If an issuer exer- for any security held in a Fund's portfolio drops below
cises these provisions in a declining interest rate the minimum acceptable rating applicable to that Fund,
market, a Fund may have to replace the security with such change will be considered by that Fund's
a lower yielding security, which may result in a Subadviser in evaluating the overall composition of the
decreased return for investors. Conversely, a high yield Fund's portfolio.
bond's value will decrease in a rising interest rate
market, as will the value of the Fund's assets. If the

Derivative Instruments. In accordance with its invest-
Fund experiences unexpected net redemptions, this ment policies, each Fund (except Harbor Money Mar-
may force it to sell high yield bonds, without regard to ket Fund) may invest in certain derivative instruments
their investment merits, thereby decreasing the asset which are securities or contracts that provide for pay-
base upon which the Fund's expenses can be spread ments based on or ""derived'' from the performance of
and possibly reducing the Fund's rate of return. an underlying asset, index or other economic bench-

mark. Essentially, a derivative instrument is a ÑnancialIn addition, to the extent that there is no established
arrangement or a contract between two parties (andretail secondary market, there may be thin trading of
not like a stock or a bond). Transactions in derivativehigh yield bonds. This may have an impact on a
instruments can be, but are not necessarily, riskier thansubadviser's ability to accurately value high yield
investments in conventional stocks, bonds and moneybonds, the Fund's assets and on the Fund's ability to
market instruments. A derivative instrument is moredispose of such bonds.
accurately viewed as a way of reallocating risk among
diÅerent parties or substituting one type of risk forThere are special tax considerations associated with
another. Every investment by a Fund, including aninvesting in bonds, including high yield bonds, struc-
investment in conventional securities, reÖects an im-tured as zero coupon or payment-in-kind securities. For
plicit prediction about future changes in the value ofexample, a Fund is required to report the accrued
that investment. Every Fund investment also involves ainterest on these securities as current income each
risk that the portfolio manager's expectations will beyear even though it may receive no cash interest until
wrong. Transactions in derivative instruments oftenthe security's maturity or payment date. The Fund may
enable a Fund to take investment positions that morebe required to sell some of its assets to obtain cash to
precisely reÖect the portfolio manager's expectationsdistribute to shareholders in order to satisfy the distri-
concerning the future performance of the variousbution requirements of the Internal Revenue Code of
investments available to the Fund. Derivative instru-1986, as amended (the ""Code'') with respect to such
ments can be a legitimate and often cost-eÅectiveaccrued interest. These actions are likely to reduce the
method of accomplishing the same investment goals asFund's assets and may thereby increase its expense
could be achieved through other investments in con-ratio and decrease its rate of return.
ventional securities.

Finally, there are risks involved in applying credit
ratings as a method for evaluating high yield bonds. For Derivative securities include collateralized mortgage
example, credit ratings evaluate the safety of principal obligations, stripped mortgage-backed securities, as-
and interest payments, not market value risk of high set-backed securities, structured notes and Öoating
yield bonds. Also, since credit rating agencies may fail interest rate securities (described below). Derivative
to timely change the credit ratings to reÖect subse- contracts include options, futures contracts, forward
quent events, a Fund (in conjunction with its contracts, forward commitment and when-issued secu-
subadviser) will continuously monitor the issuers of rities transactions, forward foreign currency exchange
high yield bonds in its portfolio, if any, to determine if contracts and interest rate, mortgage and currency

7



swaps (described below). The principal risks associ- not leveraged. Thus, the magnitude of exposure may
ated with derivative instruments are: be less than for more leveraged mortgage-backed

securities.Market risk: The instrument will decline in value or
that an alternative investment would have appreciated The risk of early prepayments is the primary risk
more, but this is no diÅerent from the risk of investing in associated with interest-only debt securities (""IOs''),
conventional securities. leveraged Öoating rate securities whose yield changes

in the same direction as, rather than inversely to, aLeverage and associated price volatility: Leverage
referenced interest rate (""superÖoaters''), other lever-causes increased volatility in the price and magniÑes
aged Öoating rate instruments and mortgage-backedthe impact of adverse market changes, but this risk
securities purchased at a premium to their par value. Inmay be consistent with the investment objective of
some instances, early prepayments may result in aeven a conservative fund in order to achieve an aver-
complete loss of investment in certain of theseage portfolio volatility that is within the expected range
securities.for that type of fund. The SEC has taken the position

that the risk of leverage is not an appropriate risk for a The primary risks associated with certain other deriv-
money market fund. ative debt securities are the potential extension of

Credit risk: The use of a derivative instrument in- average life and/or depreciation due to rising interest
volves the risk that a loss may be sustained as a result rates. These securities include Öoating rate securities
of the failure of another party to the contract (usually based on the Cost of Funds Index (""COFI Öoaters''),
referred to as a ""counterparty'') to make required other ""lagging rate'' Öoating rate securities, Öoating
payments or otherwise comply with the contract's rate securities that are subject to a maximum interest
terms. rate (""capped Öoaters''), mortgage-backed securities

purchased at a discount, leveraged inverse ÖoatingLiquidity and valuation risk: Many derivative instru-
rate securities (""inverse Öoaters''), principal-only debtments are traded in institutional markets rather than on
securities (""POs''), certain residual or supportan exchange. Nevertheless many derivative instru-
trenches of CMOs and index amortizing notes. Indexments are actively traded and can be priced with as
amortizing notes are not mortgage-backed securities,much accuracy as conventional securities. Derivative
but are subject to extension risk resulting from theinstruments that are custom designed to meet the
issuer's failure to exercise its option to call or redeemspecialized investment needs of a relatively narrow
the notes before their stated maturity date. Leveragedgroup of institutional investors such as the Funds are
inverse IOs combine several elements of the mortgage-not readily marketable and are subject to a Fund's
backed securities described above and thus presentrestrictions on illiquid investments.
an especially intense combination of prepayment, ex-

Correlation risk: There may be imperfect correlation tension and interest rate risks.
between the price of the derivative and the underlying

Planned amortization class (""PAC'') and target
asset. For example, there may be price disparities

amortization class (""TAC'') CMO bonds involve less
between the trading markets for the derivative contract

exposure to prepayment, extension and interest rate
and the underlying asset.

risks than other mortgage-backed securities, provided
Each derivative instrument purchased for a Fund's that prepayment rates remain within expected prepay-

portfolio is reviewed and analyzed by the Fund's port- ment ranges or ""collars.'' To the extent that the pre-
folio manager to assess the risk and reward of each payment rates remain within these prepayment ranges,
such instrument in relation to the Fund's portfolio in- the residual or support trenches of PAC and TAC
vestment strategy. The decision to invest in derivative CMOs assume the extra prepayment, extension and
instruments or conventional securities is made by mea- interest rate risks associated with the underlying mort-
suring the respective instrument's ability to provide gage assets.
value to the Fund and its shareholders.

Other types of Öoating rate derivative debt securities
Risks Associated With SpeciÑc Types of Derivative present more complex types of interest rate risks. For

Debt Securities. DiÅerent types of derivative debt se- example, range Öoaters are subject to the risk that the
curities are subject to diÅerent combinations of prepay- coupon will be reduced to below market rates if a
ment, extension and/or interest rate risk. Conventional designated interest rate Öoats outside of a speciÑed
mortgage pass-through securities and sequential pay interest rate band or collar. Dual index or yield curve
CMOs are subject to all of these risks, but are typically Öoaters are subject to depreciation in the event of an
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unfavorable change in the spread between two desig- selected securities are traded independently under the
nated interest rates. X-reset Öoaters have a coupon Separate Trading of Registered Interest and Principal of
that remains Ñxed for more than one accrual period. Securities program (""STRIPS''). Under the STRIPS
Thus, the type of risk involved in these securities program, the principal and interest components are
depends on the terms of each individual X-reset Öoater. individually numbered and separately issued by the

U.S. treasury at the request of depository Ñnancial
Variable and Floating Rate Securities. Variable and

institutions, which then trade the component parts
Öoating rate securities provide for a periodic adjust-

independently.
ment in the interest rate paid on the obligations. The
terms of such obligations must provide that interest Cash Equivalents. Each Fund may invest in cash
rates are adjusted periodically based upon some ap- equivalents, which include short-term obligations issued
propriate interest rate adjustment index as provided in or guaranteed as to interest and principal by the U.S.
the respective obligations. The adjustment intervals government or any agency or instrumentality thereof
may be regular, and range from daily up to annually, or (including repurchase agreements collateralized by
may be event based, such as a change in the prime such securities). Each Fund may also invest in obliga-
rate. Variable and Öoating rate securities that cannot be tions of domestic and/or foreign banks which at the
disposed of promptly within seven days and in the date of investment have capital, surplus, and undivided
usual course of business without taking a reduced proÑts (as of the date of their most recently published
price will be treated as illiquid and subject to the Ñnancial statements) in excess of $100 million. Each
limitation on investments in illiquid securities. Fund may also invest in obligations of other banks or

savings and loan associations if such obligations areU.S. Government Securities. U.S. government securi-
insured by the FDIC. Each Fund (except Harbor Moneyties are obligations of, or guaranteed by, the U.S.
Market Fund) may also invest in commercial papergovernment, its agencies or instrumentalities. Some
which at the date of investment is rated at least A-1 byU.S. government securities, such as treasury bills,
S&P or P-1 by Moody's or, if not rated, is issued ornotes and bonds and Government National Mortgage
guaranteed as to payment of principal and interest byAssociation (""GNMA'') certiÑcates, are supported by
companies which at the date of investment have anthe full faith and credit of the United States; others,
outstanding debt issue rated AA or better by S&P or Aasuch as those of the Federal Home Loan Banks, are
or better by Moody's; short-term corporate obligationssupported by the right of the issuer to borrow from the
which at the date of investment are rated AA or betterTreasury; others, such as those of the Federal National
by S&P or Aa or better by Moody's (rated A in the caseMortgage Association (""FNMA''), are supported by
of Harbor Short Duration Fund), and other debt instru-the discretionary authority of the U.S. government to
ments, including unrated instruments, deemed by thepurchase the agency's obligations; and still others,
Subadviser to be of comparable high quality andsuch as those of the Student Loan Marketing Associa-
liquidity.tion, are supported only by the credit of the instrumen-

tality. No assurance can be given that the U.S. Each Fund may hold cash and invest in cash
government will provide Ñnancial support to U.S. gov- equivalents pending investment of proceeds from new
ernment agencies or instrumentalities as described sales or to meet ordinary daily cash needs.
above in the future, since it is not obligated to do so by
law, other than as set forth above. Securities issued or Mortgage-Backed Securities. The Harbor Bond and
guaranteed as to principal and interest by the U.S. Harbor Short Duration Funds may invest in mortgage
government may be acquired by a Fund in the form of pass-through certiÑcates and multiple-class pass-
custodial receipts that evidence ownership of future through securities, such as real estate mortgage in-
interest payments, principal payments or both on cer- vestment conduits (""REMIC'') pass-through certiÑ-
tain U.S. treasury notes or bonds. Such notes and cates, collateralized mortgage obligations and stripped
bonds are held in custody by a bank on behalf of the mortgage-backed securities (""SMBS''), and other
owners. These custodial receipts are known by various types of ""Mortgage-Backed Securities'' that may be
names, including ""Treasury Receipts,'' ""Treasury Invest- available in the future. A mortgage-backed security
ment Growth Receipts'' (""TIGRs''), and ""Certificates of may be an obligation of the issuer backed by a mort-
Accrual on Treasury Securities" (""CATS''). A Fund may gage or pool of mortgages or a direct interest in an
also invest in separately traded principal and interest underlying pool of mortgages. Some mortgage-backed
components of securities issued or guaranteed by the securities, such as collateralized mortgage obligations
U.S. treasury. The principal and interest components of (CMOs), make payments of both principal and interest
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at a variety of intervals; others make semiannual inter- interest and the ultimate collection of all principal of the
est payments at a predetermined rate and repay princi- related mortgage loans.
pal at maturity (like a typical bond). Mortgage-backed

Commercial banks, savings and loan institutions, pri-securities are based on diÅerent types of mortgages
vate mortgage insurance companies, mortgage bankersincluding those on commercial real estate or residential
and other secondary market issuers also create pass-properties. Mortgage-backed securities often have
through pools of conventional residential mortgage loans.stated maturities of up to thirty years when they are
Such issuers may, in addition, be the originators and/orissued, depending upon the length of the mortgages
servicers of the underlying mortgage loans as well as theunderlying the securities. In practice, however, un-
guarantors of the mortgage-related securities. Becausescheduled or early payments of principal and interest
there are no direct or indirect government or agencyon the underlying mortgages may make the securities'
guarantees of payments in pools created by such non-eÅective maturity shorter than this, and the prevailing
governmental issuers, they generally offer a higher rate ofinterest rates may be higher or lower than the current
interest than government and government-related pools.yield of a Fund's portfolio at the time the Fund receives
Timely payment of interest and principal of these poolsthe payments for reinvestment. Mortgage-backed se-
may be supported by insurance or guarantees, includingcurities may have less potential for capital appreciation
individual loan, title, pool and hazard insurance and let-than comparable Ñxed-income securities, due to the
ters of credit. The insurance and guarantees are issuedlikelihood of increased prepayments of mortgages as
by governmental entities, private insurers and the mort-interest rates decline. If a Fund buys mortgage-backed
gage poolers. There can be no assurance that the privatesecurities at a premium, mortgage foreclosures and
insurers or guarantors can meet their obligations underprepayments of principal by mortgagors (which may
the insurance policies or guarantee arrangements.be made at any time without penalty) may result in

some loss of the Fund's principal investment to the
Mortgage-related securities without insurance or guar-

extent of the premium paid.
antees may be purchased if the Subadviser determines
that the securities meet a Fund's quality standards.

The value of mortgage-backed securities may also
Mortgage-related securities issued by certain private

change due to shifts in the market's perception of
organizations may not be readily marketable.

issuers. In addition, regulatory or tax changes may
adversely aÅect the mortgage securities markets as a Multiple-Class Pass-Through Securities and Collat-
whole. Non-governmental mortgage-backed securities eralized Mortgage Obligations. CMOs and REMIC
may oÅer higher yields than those issued by govern- pass-through or participation certiÑcates may be is-
ment entities, but also may be subject to greater price sued by, among others, U.S. government agencies and
changes than governmental issues. instrumentalities as well as private issuers. REMICs are

CMO vehicles that qualify for special tax treatment
Guaranteed Mortgage Pass-Through Securities. under the Internal Revenue Code of 1986, as amended

Guaranteed mortgage pass-through securities repre- (the ""Code'') and invest in mortgages principally se-
sent participation interests in pools of residential mort- cured by interests in real property and other invest-
gage loans and are issued by U.S. governmental or ments permitted by the Code. CMOs and REMIC
private lenders and guaranteed by the U.S. govern- certiÑcates are issued in multiple classes and the prin-
ment or one of its agencies or instrumentalities, includ- cipal of and interest on the mortgage assets may be
ing but not limited to the Government National allocated among the several classes of CMOs or REMIC
Mortgage Association (""Ginnie Mae''), the Federal certiÑcates in various ways. Each class of CMOs or
National Mortgage Association (""Fannie Mae'') and REMIC certiÑcates, often referred to as a ""tranche,'' is
the Federal Home Loan Mortgage Corporation (""Fred- issued at a speciÑc adjustable or Ñxed interest rate and
die Mac''). Ginnie Mae certiÑcates are guaranteed by must be fully retired no later than its Ñnal distribution
the full faith and credit of the U.S. government for date. Generally, interest is paid or accrues on all clas-
timely payment of principal and interest on the certiÑ- ses of CMOs or REMIC certiÑcates on a monthly basis.
cates. Fannie Mae certiÑcates are guaranteed by Fan-
nie Mae, a federally chartered and privately owned Typically, CMOs are collateralized by Ginnie Mae,
corporation, for full and timely payment of principal and Fannie Mae or Freddie Mac certiÑcates but also may be
interest on the certiÑcates. Freddie Mac certiÑcates are collateralized by other mortgage assets such as whole
guaranteed by Freddie Mac, a corporate instrumental- loans or private mortgage pass-through securities.
ity of the U.S. government, for timely payment of Debt service on CMOs is provided from payments of

10



principal and interest on collateral of mortgaged assets acquire ""residual'' interests in REMICs. Further, the
and any reinvestment income thereon. yield characteristics of mortgage-backed securities dif-

fer from those of traditional Ñxed-income securities. The
Stripped Mortgage-Backed Securities. SMBS are major diÅerences typically include more frequent inter-

derivative multiple-class mortgage-backed securities est and principal payments (usually monthly), the
that are created when a U.S. government agency or adjustability of interest rates, and the possibility that
a Ñnancial institution separates the interest and princi- prepayments of principal may be made substantially
pal components of a mortgage-backed security and earlier than their Ñnal distribution dates.
sells them as individual securities. SMBS are usually

Prepayment rates are influenced by changes in currentstructured with two classes that receive diÅerent pro-
interest rates and a variety of economic, geographic,portions of interest and principal distributions on a pool
social and other factors and cannot be predicted withof mortgage assets. A typical SMBS will have one
certainty. Both adjustable rate mortgage loans and fixedclass receiving some of the interest and most of the
rate mortgage loans may be subject to a greater rate ofprincipal, while the other class will receive most of the
principal prepayments in a declining interest rate environ-interest and the remaining principal. The holder of the
ment and to a lesser rate of principal prepayments in an""principal-only'' security (PO) receives the principal
increasing interest rate environment. Under certain in-payments made by the underlying mortgage-backed
terest rate and prepayment rate scenarios, a Fund maysecurity, while the holder of the ""interest-only'' security
fail to recoup fully its investment in mortgage-backed(IO) receives interest payments from the same under-
securities notwithstanding any direct or indirect gov-lying security. The prices of stripped mortgage-backed
ernmental, agency or other guarantee. When a Fundsecurities may be particularly aÅected by changes in
reinvests amounts representing payments and un-interest rates. As interest rates fall, prepayment rates
scheduled prepayments of principal, it may obtain atend to increase, which tends to reduce prices of IOs
rate of interest that is lower than the rate on existingand increase prices of POs. Rising interest rates can
adjustable rate mortgage pass-through securities.have the opposite eÅect. Although the market for these
Thus, mortgage-backed securities, and adjustable ratesecurities is increasingly liquid, the relevant Subadviser
mortgage pass-through securities in particular, may bemay determine that certain stripped mortgage-backed
less eÅective than other types of U.S. governmentsecurities issued by the U.S. government, its agencies
securities as a means of ""locking in'' interest rates.or instrumentalities are not readily marketable. If so,

these securities, together with privately-issued Asset-Backed Securities. The Harbor Bond and Har-
stripped mortgage-backed securities, will be consid- bor Short Duration Funds may invest in securities that
ered illiquid for purposes of the Funds' limitation on represent individual interests in pools of consumer
investments in illiquid securities. The yields and market loans and trade receivables similar in structure to mort-
risk of interest only and principal only SMBS, respec- gage-backed securities. The assets are securitized
tively, may be more volatile than those of other Ñxed either in a pass-through structure (similar to a mort-
income securities. The staÅ of the Securities and Ex- gage pass-through structure) or in a pay-through
change Commission (""SEC'') considers privately is- structure (similar to a CMO structure). Although the
sued SMBS to be illiquid. collateral supporting asset-backed securities generally

is of a shorter maturity than mortgage loans and histori-Harbor Money Market Fund may invest in mortgage-
cally has been less likely to experience substantialbacked securities that meet the quality, liquidity and
prepayments, no assurance can be given as to thematurity standards applicable to money market funds
actual maturity of an asset-backed security becauseand that do not contain embedded leverage.
prepayments of principal may be made at any time.

Risk Factors Associated with Mortgage-Backed Payments of principal and interest typically are sup-
Securities. Investing in mortgage-backed securities in- ported by some form of credit enhancement, such as a
volves certain risks, including the failure of a letter of credit, surety bond, limited guarantee by an-
counterparty to meet its commitments, adverse interest other entity or having a priority to certain of the bor-
rate changes and the eÅects of prepayments on mort- rower's other securities. The degree of credit
gage cash Öows. In addition, investing in the lowest enhancement varies, and generally applies to only a
tranche of CMOs and REMIC certiÑcates involves risks fraction of the asset-backed security's par value until
similar to those associated with investing in equity exhausted. If the credit enhancement of an asset-
securities. However, due to adverse tax consequences backed security held by a Fund has been exhausted,
under current tax laws, the Funds do not intend to and if any required payments of principal and interest
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are not made with respect to the underlying loans, a of the underlying obligations. If the servicer were to sell
Fund may experience losses or delays in receiving these obligations to another party, there is a risk that
payment. the purchaser would acquire an interest superior to that

of the holders of the asset-backed securities. In addi-
The Funds may invest only in high quality mortgage- tion, because of the large number of vehicles involved

related (or other asset-backed) securities either in a typical issuance and technical requirements under
(i) issued by U.S. government sponsored corporations state laws, the trustee for the holders of the automobile
(currently GNMA, FHLMC, FNMA and Resolution Trust receivables may not have a proper security interest in
Corp.) or (ii) rated in one of the top two categories by the underlying automobiles. Therefore, there is the
an NRSRO or, if not rated, of equivalent investment possibility that, in some cases, recoveries on repos-
quality as determined by the Subadvisers. The sessed collateral may not be available to support pay-
Subadvisers will monitor continuously the ratings of ments on these securities.
securities held by the Funds that they manage and the

Harbor Money Market Fund may invest in asset-backedcreditworthiness of their issuers.
securities if the securities meet the maturity and credit

Other types of mortgage-backed and asset-backed characteristics applicable to money market funds.
securities may be developed in the future, and a Fund

Mortgage ""Dollar Roll'' Transactions. The Harbor
may invest in them if the relevant Subadviser deter-

Bond and Harbor Short Duration Funds may enter into
mines they are consistent with the Fund's investment

mortgage ""dollar roll'' transactions with selected banks
objectives and policies.

and broker-dealers. In a dollar roll, the Fund sells
mortgage-backed securities and simultaneously con-Asset-backed securities entail certain risks not
tracts to repurchase substantially similar (same type,presented by mortgage-backed securities. Asset-
coupon and maturity) securities on a speciÑed futurebacked securities do not have the beneÑt of the same
day. A Fund will only enter into covered rolls. Atype of security interest in the related collateral. Asset-
""covered roll'' is a speciÑc type of dollar roll for whichbacked securities are often subject to more rapid
there is an oÅsetting cash or cash equivalent securityrepayment than their stated maturity date would indi-
position which matures on or before the forward settle-cate as a result of the pass-through of prepayments of
ment date of the dollar roll transaction. Covered rollsprincipal on the underlying loans. During periods of
are not treated as a borrowing or other senior securitydeclining interest rates, prepayment of loans underly-
and will be excluded from the calculation of a Fund'sing asset-backed securities can be expected to accel-
borrowings and other senior securities. For Ñnancialerate. Accordingly, a Fund's ability to maintain
reporting and tax purposes, a Fund treats mortgagepositions in these securities will be aÅected by reduc-
dollar rolls as two separate transactions: one involvingtions in the principal amount of such securities resulting
the purchase of a security and a separate transactionfrom prepayments, and its ability to reinvest the returns
involving a sale. A Fund does not currently intend toof principal at comparable yields is subject to generally
enter into mortgage dollar roll transactions that areprevailing interest rates at that time.
accounted for as Ñnancing.

In a rising interest rate environment, a declining
Small to Mid Companies. Harbor Mid Cap Growthprepayment rate will extend the average life of many

Fund, Harbor Small Cap Growth Fund, Harbor Mid Capmortgage-backed securities. This possibility is often
Value Fund and Harbor Small Cap Value Fund investsreferred to as extension risk. Extending the average life
in securities of small to mid sized companies. Smallerof a mortgage-backed security increases the risk of
companies may (i) be subject to more volatile marketdepreciation due to future increases in market interest
movements than securities of larger, more establishedrates.
companies; (ii) have limited product lines, markets or

Credit card receivables are generally unsecured and Ñnancial resources; and (iii) depend upon a limited or
the debtors on such receivables are entitled to the less experienced management group. The securities of
protection of a number of state and federal consumer smaller companies may be traded only on the over-the-
credit laws, many of which give such debtors the right counter market or on a regional securities exchange
to set-oÅ certain amounts owed on the credit cards, and may not be traded daily or in the volume typical of
thereby reducing the balance due. Automobile receiv- trading on a national securities exchange. Disposition
ables generally are secured, but by automobiles rather by the Fund of a smaller company's securities in order
than residential real property. Most issuers of automobile to meet redemptions may require the Fund to sell these
receivables permit the loan servicers to retain possession securities at a discount from market prices, over a
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longer period of time or during periods when disposi- resource self-suÇciency and balance of payments
tion is not desirable. These risks are more signiÑcant in position.
the context of smaller companies.

In addition, investments in foreign countries could be
Foreign Securities. Each Fund is permitted to invest aÅected by other factors generally not thought to be

in the securities of corporate and governmental issuers present in the United States. Such factors include the
located in or doing business in a foreign country (for- unavailability of Ñnancial information or the diÇculty of
eign issuers). Harbor Money Market Fund may interpreting Ñnancial information prepared under for-
purchase only U.S. dollar-denominated foreign securi- eign accounting standards; less liquidity and more
ties. A company is located in or doing business in a volatility in foreign securities markets; the possibility of
foreign country if it satisÑes at least one of the following expropriation; the imposition of foreign withholding and
criteria: (i) the equity securities of the company are other taxes; the impact of political, social or diplomatic
traded principally on stock exchanges in one or more developments; limitations on the movement of funds or
foreign countries; (ii) it derives 50% or more of its total other assets of a Fund between diÅerent countries;
revenue from goods produced, sales made or services difficulties in invoking legal process abroad and enforcing
performed in one or more foreign countries; (iii) it contractual obligations; and the diÇculty of assessing
maintains 50% or more of its assets in one or more economic trends in foreign countries.
foreign countries; (iv) it is organized under the laws of

Foreign markets also have diÅerent clearance anda foreign country; or (v) its principal executive oÇces
settlement procedures, and in certain markets thereare located in a foreign country.
have been times when settlements have been unable
to keep pace with the volume of securities transac-Investing in securities of foreign companies and gov-
tions. These delays in settlement could result in tempo-ernments may involve risks which are not ordinarily
rary periods when a portion of the assets of a Fund isassociated with investing in domestic securities. These
uninvested and no return is earned thereon. The inabil-risks include changes in currency exchange rates and
ity of a Fund to make intended security purchases duecurrency exchange control regulations or other foreign
to settlement problems could cause a Fund to missor U.S. laws or restrictions applicable to such invest-
attractive investment opportunities. Inability to disposements. A decline in the exchange rate would reduce
of portfolio securities due to settlement problems couldthe value of certain portfolio securities. Also, if the
result either in losses to a Fund due to subsequentexchange rate for the currency in which a Fund re-
declines in value of the portfolio securities, or, if a Fundceives interest payments declines against the U.S.
has entered into a contract to sell the securities, coulddollar before such interest is paid as dividends to
result in possible liability to the purchaser.shareholders, the Fund may have to sell portfolio secu-

rities to obtain suÇcient cash to pay such dividends.
The Funds' custodian, State Street Bank and TrustAs discussed below, a Fund may employ certain in-

Company, has established and monitors subcustodialvestment techniques to hedge its foreign currency
relationships with banks and certain other Ñnancialexposure; however, such techniques also entail certain
institutions in the foreign countries in which the Fundsrisks.
invest to permit the Funds' assets to be held in those

Fixed commissions on foreign securities exchanges foreign countries. These relationships have been estab-
are generally higher than negotiated commissions on lished pursuant to Rule 17f-5 of the Investment Com-
U.S. exchanges, although each Fund endeavors to pany Act which governs the establishment of foreign
achieve the most favorable net results on portfolio subcustodial arrangements for mutual funds. The
transactions. There is generally less government super- Funds' subcustodial arrangements may be subject to
vision and regulation of securities exchanges, brokers, certain risks including: (i) the inability of the Funds to
dealers and listed companies than in the United States. recover assets in the event of the subcustodian's
Mail service between the United States and foreign bankruptcy; (ii) legal restrictions on the Funds' ability
countries may be slower or less reliable than within the to recover assets lost while under the care of the
United States, thus increasing the risk of delayed subcustodian; (iii) the likelihood of expropriation, con-
settlements of portfolio transactions or loss of certiÑ- Ñscation or a freeze of the Funds' assets; and
cates for portfolio securities. Individual foreign econo- (iv) diÇculties in converting the Funds' cash and cash
mies may also diÅer favorably or unfavorably from the equivalents to U.S. dollars. The Adviser and the re-
U.S. economy in such respects as growth of gross spective Subadvisers have evaluated the political risk
national product, rate of inÖation, capital reinvestment, associated with an investment in a particular country.
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Investing in securities of non-U.S. companies may Emerging Markets. Investments in emerging mar-
entail additional risks especially in emerging countries kets involve risks in addition to those generally associ-
due to the potential political and economic instability of ated with investments in foreign securities.
certain countries. These risks include expropriation,

Political and economic structures in many emergingnationalization, conÑscation or the imposition of restric-
markets may be undergoing signiÑcant evolution andtions on foreign investment and on repatriation of capi-
rapid development, and such countries may lack thetal invested. Should one of these events occur, a Fund
social, political and economic stability characteristic ofcould lose its entire investment in any such country. A
more developed countries. As a result, the risks de-Fund's investments would similarly be adversely af-
scribed above relating to investments in foreign securi-fected by exchange control regulation in any of those
ties, including the risks of nationalization orcountries.
expropriation of assets, may be heightened. In addition,

Even though opportunities for investment may exist unanticipated political or social developments may af-
in foreign countries, any changes in the leadership or fect the values of the Fund's investments and the
policies of the governments of those countries or in any availability to the Fund of additional investments in
other government which exercises a signiÑcant inÖu- such emerging markets. The small size and inexperi-
ence over those countries, may halt the expansion of or ence of the securities markets in certain emerging
reverse the liberalization of foreign investment policies markets and the limited volume of trading in securities
and thereby eliminate any investment opportunities in those markets may make the Fund's investments in
which may currently exist. This is particularly true of such countries less liquid and more volatile than invest-
emerging markets. ments in countries with more developed securities

markets (such as the U.S., Japan and most Western
Certain countries in which the Funds may invest may European countries).

have vocal minorities that advocate radical religious or
revolutionary philosophies or support ethnic indepen- ADRs, EDRs, IDRs and GDRs. American Depositary
dence. Any disturbance on the part of such individuals Receipts (ADRs) (sponsored or unsponsored) are
could carry the potential for wide-spread destruction or receipts typically issued by a U.S. bank or trust com-
conÑscation of property owned by individuals and enti- pany evidencing ownership of the underlying foreign
ties foreign to such country and could cause the loss of securities. Most ADRs are traded on a U.S. stock
a Fund's investment in those countries. exchange. Issuers of unsponsored ADRs are not con-

tractually obligated to disclose material information in
Certain countries prohibit or impose substantial re- the U.S., so there may not be a correlation between

strictions on investments in their capital and equity such information and the market value of the unspon-
markets by foreign entities like the Funds. Certain sored ADR. European Depositary Receipts (EDRs)
countries require governmental approval prior to for- and International Depositary Receipts (IDRs) are re-
eign investments, or limit the amount of foreign invest- ceipts typically issued by a European bank or trust
ment in a particular company, or limit the investment to company evidencing ownership of the underlying for-
only a speciÑc class of securities of a company that eign securities. Global Depositary Receipts (GDRs)
may have less advantageous terms than securities of are receipts issued by either a U.S. or non-U.S. banking
the company available for purchase by nationals. More- institution evidencing ownership of the underlying for-
over, the national policies of certain countries may eign securities.
restrict investment opportunities in issuers or industries
deemed sensitive to national interests. In addition, Brady Bonds. Harbor Bond Fund may invest in Brady
some countries require governmental approval for the Bonds which are securities created through the ex-
repatriation of investment income, capital or the pro- change of existing commercial bank loans to sovereign
ceeds of securities sales by foreign investors. A Fund entities for new obligations in connection with debt
could be adversely aÅected by delays in, or a refusal to restructurings under a debt restructuring plan intro-
grant, any required governmental approval for repatria- duced by former U.S. Secretary of the Treasury,
tion, as well as by the application to it of other restric- Nicholas P. Brady. Brady Bonds have been issued only
tions on investments. In particular, restrictions on recently, and for that reason do not have a long pay-
repatriation could make it more diÇcult for a Fund to ment history. Brady Bonds may be collateralized or
obtain cash necessary to satisfy the tax distribution uncollateralized, are issued in various currencies (but
requirements that must be satisÑed in order for the primarily the U.S. dollar), and are actively traded in the
Fund to avoid federal income or excise tax. over-the-counter secondary market. Brady Bonds are

14



not considered to be U.S. government securities. In continuous asset coverage (that is, total assets includ-
light of the residual risk of Brady Bonds and, among ing borrowings, less liabilities exclusive of borrowings)
other factors, the history of defaults with respect to of 300% of the amount borrowed. If the 300% asset
commercial bank loans by public and private entities in coverage should decline as a result of market Öuctua-
countries issuing Brady Bonds, investments in Brady tions or other reasons, a Fund may be required to sell
Bonds may be viewed as speculative. There can be no some of its portfolio holdings within three days to
assurance that Brady Bonds acquired by a Fund will reduce its borrowings and restore the 300% asset
not be subject to restructuring arrangements or to coverage, even though it may be disadvantageous
requests for new credit, which may cause the Fund to from an investment standpoint to sell securities at that
suÅer a loss of interest or principal on any of its time. The percentage of Harbor Short Duration Fund's
holdings. total assets that may be leveraged because of reverse

repurchase agreements will vary during the Ñscal year
Sovereign Debt Obligations. Sovereign debt obliga- depending on the portfolio management strategies of

tions involve special risks that are not present in corpo- the Subadviser. Borrowing may exaggerate the eÅect
rate debt obligations. The foreign issuer of the on net asset value of any increase or decrease in the
sovereign debt or the foreign governmental authorities market value of the portfolio. Money borrowed will be
that control the repayment of the debt may be unable subject to interest costs which may or may not be
or unwilling to repay principal or interest when due, and recovered by appreciation of the securities purchased.
a fund may have limited recourse in the event of a A Fund also may be required to maintain minimum
default. During periods of economic uncertainty, the average balances in connection with such borrowing or
market prices of sovereign debt, and the Fund's net to pay a commitment or other fee to maintain a line of
asset value, to the extent it invests in such securities, credit; either of these requirements would increase the
may be more volatile than prices of debt obligations of cost of borrowing over the stated interest rate.
U.S. issuers. In the past, certain foreign countries have

Reverse Repurchase Agreements. Harbor Bond Fundencountered diÇculties in servicing their debt obliga-
may enter into reverse repurchase agreements withtions, withheld payments of principal and interest and
banks for temporary or emergency purposes. Harbordeclared moratoria on the payment of principal and
Short Duration Fund enters into reverse repurchaseinterest on their sovereign debt.
agreements with banks and broker-dealers to the ex-

A sovereign debtor's willingness or ability to repay tent permitted by the Fund's restrictions on borrowing.
principal and pay interest in a timely manner may be A reverse repurchase agreement involves the sale of a
aÅected by, among other factors, its cash Öow situa- portfolio security by the Fund, coupled with an agree-
tion, the extent of its foreign currency reserves, the ment to repurchase the security at a speciÑed time and
availability of suÇcient foreign exchange, the relative price. During the reverse repurchase agreement, the
size of the debt service burden, the sovereign debtor's Fund continues to receive principal and interest pay-
policy toward principal international lenders and local ments on the underlying securities. Each Fund will
political constraints. Sovereign debtors may also be maintain a segregated account, which is marked-to-
dependent on expected disbursements from foreign market daily, consisting of cash or liquid assets to
governments, multilateral agencies and other entities to cover its obligations under reverse repurchase
reduce principal and interest arrearages on their debt. agreements.
The failure of a sovereign debtor to implement eco-

While not considered senior securities, reverse repur-nomic reforms, achieve speciÑed levels of economic
chase agreements are considered borrowings and asperformance or repay principal or interest when due
such are subject to the same risks associated withmay result in the cancellation of third party commit-
borrowing by the Fund. When the Fund engages inments to lend funds to the sovereign debtor, which
borrowing for investment purposes, also known as finan-may further impair such debtor's ability or willingness
cial leverage, the Fund is required to maintain continu-to service its debts.
ous asset coverage (i.e., total assets including

Borrowing. Each Fund may borrow for temporary borrowings, less liabilities exclusive of borrowings) of
administrative or emergency purposes and this borrow- 300% of the amount borrowed. If the 300% asset cover-
ing may be unsecured. Harbor Short Duration Fund age should decline as a result of market fluctuations or
may borrow from banks and broker-dealers and other reasons, the Fund may be required to sell some of
engage in reverse repurchase agreements for purposes its portfolio holdings within three days to reduce the
of investing the borrowed funds. The Fund maintains debt and restore the 300% asset coverage, even though
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it may be disadvantageous from an investment stand- amount of the Fund's net assets that may be commit-
point to sell securities at that time. Leveraging may ted to short sales and the securities in which short
exaggerate the effect on the Fund's net asset value of sales are made must be listed on a national securities
any increase or decrease in the market value of the exchange. A short sale is ""against the box'' to the
Fund's portfolio. Money borrowed for leveraging will be extent that the Fund contemporaneously owns or has
subject to interest costs which may or may not be the right to obtain, at no added cost, securities identi-
recovered by appreciation of the securities purchased; cal to those sold short. Short sales other than ""against
and in certain cases, interest costs may exceed the the box'' may involve an unlimited exposure to loss.
return received on the securities purchased. An increase
in interest rates could reduce or eliminate the beneÑts Forward Commitments and When-Issued Securities.
of leverage and could reduce the net asset value of the Each Fund may purchase securities on a when-issued
Fund's shares. or purchase or sell securities on a forward commitment

basis including ""TBA'' (to be announced) purchase
Lending of Portfolio Securities. Each Fund may seek

and sale commitments. Purchasing securities on a
to increase its income by lending portfolio securities.

when-issued or forward commitment basis involves a
Under present regulatory policies, loans may only be

risk of loss if the value of the security to be purchased
made to financial institutions, such as broker-dealers,

declines prior to the settlement date, which risk is in
and are required to be secured continuously by collat-

addition to the risk of decline in value of the Fund's
eral in cash or liquid assets. Such collateral will be

other assets. Although a Fund would generally
maintained on a current basis at an amount at least

purchase securities on a when-issued or forward com-
equal to the market value of the securities loaned. The

mitment basis with the intention of acquiring securities
Fund would have the right to call a loan and obtain the

for its portfolio, the Fund may dispose of a when-issued
securities loaned at any time on five days' notice. For

security or forward commitment prior to settlement if
the duration of a loan, the Fund would continue to

the Subadviser deems it appropriate to do so. A Fund
receive the equivalent of the interest or dividends paid

may enter into a forward-commitment sale to hedge its
by the issuer on the securities loaned and would also

portfolio positions or to sell securities it owned under
receive compensation from the investment of the collat-

delayed delivery arrangement. Proceeds of such a sale
eral. The Fund would not, however, have the right to

are not received until the contractual settlement date.
vote any securities having voting rights during the exis-

While such a contract is outstanding, the Fund must
tence of the loan. In the event of an important vote to be

segregate equivalent deliverable securities or hold an
taken among holders of the securities or of the giving or

oÅsetting purchase commitment. A Fund may realize
withholding of their consent on a material matter affect-

short-term gains or losses upon such purchases and
ing the investment, the Fund would call the loan. As with

sales. These transactions involve a commitment by the
other extensions of credit, there are risks of delay in

Fund to purchase or sell securities at a future date
recovery or even loss of rights in the collateral should the

(ordinarily one or two months later). The price of the
borrower of the securities fail financially. However, the

underlying securities (usually expressed in terms of
loans would be made only to firms deemed by the

yield) and the date when the securities will be deliv-
relevant Subadviser to be of good standing, and when,

ered and paid for (the settlement date) are Ñxed at the
in the judgment of the Subadviser, the consideration

time the transaction is negotiated. When-issued
which can be earned currently from securities loans of

purchases and forward commitment transactions are
this type justifies the attendant risk. If the Subadviser

negotiated directly with the other party, and such
decides to make securities loans, it is intended that the

commitments are not traded on exchanges.
value of the securities loaned would not exceed 30% of
the value of the total assets of the Fund.

When-issued purchases and forward commitment
Short Sales. Each Fund (other than Harbor Interna- transactions enable a Fund to lock in what is believed

tional Fund, and Harbor International Growth Fund) to be an attractive price or yield on a particular security
may engage in short sales ""against the box,'' as well for a period of time, regardless of future changes in
as short sales for hedging purposes. When a Fund interest rates. For instance, in periods of rising interest
engages in a short sale other than ""against the box,'' it rates and falling prices, the Fund might sell securities it
will place cash or liquid securities in a segregated owns on a forward commitment basis to limit its expo-
account and mark them to market daily in accordance sure to falling prices. In periods of falling interest rates
with applicable regulatory requirements. Except for and rising prices, the Fund might sell securities it owns
short sales against the box, a Fund is limited in the and purchase the same or a similar security on a
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when-issued or forward commitment basis, thereby and the Funds' Custodian will maintain custody of the
obtaining the beneÑt of currently higher yields. purchased securities for the duration of the agreement.

The securities will be regularly monitored to ensure thatThe value of securities purchased on a when-issued
the collateral is adequate. In the event of the bank-or forward commitment basis and any subsequent
ruptcy of the seller or the failure of the seller to repur-Öuctuations in their value are reÖected in the computa-
chase the securities as agreed, the Fund could suÅertion of the Fund's net asset value starting on the date
losses, including loss of interest on or principal of theof the agreement to purchase the securities. The Fund
securities and costs associated with delay and enforce-does not earn interest on the securities it has commit-
ment of the repurchase agreement.ted to purchase until they are paid for and delivered on

the settlement date. When the Fund makes a forward Options and Futures Transactions. Each Fund (other
commitment to sell securities it owns, the proceeds to than Harbor Money Market Fund) may buy and sell
be received upon settlement are included in the Fund's options contracts, Ñnancial futures contracts and
assets. Fluctuations in the market value of the under- options on futures contracts. Options and futures con-
lying securities are not reÖected in the Fund's net asset tracts are bought and sold to manage a Fund's expo-
value as long as the commitment to sell remains in sure to changing interest rates, security prices, and
eÅect. Settlement of when-issued purchases and for- currency exchange rates. Some options and futures
ward commitment transactions generally takes place strategies, including selling futures, buying puts, and
within two months after the date of the transaction, but writing calls, tend to hedge a Fund's investment
the Fund may agree to a longer settlement period. against price Öuctuations. Other strategies, including

buying futures, writing puts, and buying calls, tend toA Fund will purchase securities on a when-issued
increase market exposure. Options and futures may bebasis or purchase or sell securities on a forward com-
combined with each other or with forward contracts inmitment basis only with the intention of completing the
order to adjust the risk and return characteristics of thetransaction and actually purchasing or selling the secu-
overall strategy. Each Fund (other than Harbor Moneyrities. If deemed advisable as a matter of investment
Market Fund) may purchase and sell options andstrategy, however, the Fund may dispose of or renego-
futures based on securities, indices, or currencies (nottiate a commitment after it is entered into. The Fund
permitted for Harbor Large Cap Value Fund), includingalso may sell securities it has committed to purchase
options and futures traded on foreign exchanges andbefore those securities are delivered to the Fund on the
options not traded on any exchange. Harbor Bondsettlement date. The Fund may realize a capital gain or
Fund and Harbor Short Duration Fund may use optionsloss in connection with these transactions.
on currencies for cross-hedging purposes.

When a Fund purchases securities on a when-issued
Options and futures can be volatile investments andor forward commitment basis, the Funds' custodian

involve certain risks. If the Subadviser applies a hedgebank will maintain in a segregated account, cash or
at an inappropriate time or judges market conditionsliquid assets having a value (determined daily) at least
incorrectly, options and futures strategies may lower aequal to the amount of the Fund's purchase commit-
Fund's return. A Fund can also experience losses if thements. In the case of a forward commitment to sell
prices of its options and futures positions are poorlyportfolio securities, the custodian will hold the portfolio
correlated with those of its other investments, or if itsecurities themselves in a segregated account while
cannot close out its positions because of an illiquidthe commitment is outstanding. These procedures are
secondary market. Options and futures do not paydesigned to ensure that the Fund will maintain suÇ-
interest, but may produce income, gains or losses.cient assets at all times to cover its obligations under

when-issued purchases and forward commitments.
A Fund will not engage in a transaction in futures or

Repurchase Agreements. Each Fund may enter into options on futures for nonhedging purposes if, immedi-
repurchase agreements with any bank that satisÑes the ately thereafter, the sum of initial margin deposits and
standards set forth under ""Cash Equivalents'' or with premiums required to establish nonhedging positions in
any member Ñrm of the National Association of Securi- futures contracts and options on futures would exceed
ties Dealers, Inc., or any aÇliate of a member Ñrm, 5% of the Fund's net assets. The loss incurred by a
which is a primary dealer in U.S. government securities. Fund investing in futures contracts and in writing op-
In a repurchase agreement, a Fund buys a security at tions on futures is potentially unlimited and may exceed
one price and simultaneously agrees to sell it back at a the amount of any premium received. The Funds' trans-
higher price. Such agreements must be collateralized, actions in options and futures contracts may be limited
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by the requirements of the Code for qualiÑcation as a covered by (i) maintaining cash or liquid securities,
regulated investment company. either of which may be quoted or denominated in any

currency, in a segregated account maintained by the
Options on Securities, Securities Indices and Cur- Fund's custodian with a value at least equal to the

rency. Harbor Large Cap Value Fund is not authorized Fund's obligation under the option, (ii) entering into an
to engage in options transactions on currency. Harbor oÅsetting forward commitment and/or (iii) purchasing
International Fund and Harbor International Growth an oÅsetting option or any other option which, by virtue
Fund are not authorized to engage in options transac- of its exercise price or otherwise, reduces the Fund's
tions on currencies for speculative purposes. Harbor net exposure on its written option position. A written
Money Market Fund is not authorized to engage in any call option on securities is typically covered by main-
options transactions. The aggregate value of premiums taining the securities that are subject to the option in a
paid by a Fund for all options transactions may not segregated account. A Fund may cover call options on
exceed 20% of that Fund's net assets. Otherwise, a a securities index by owning securities whose price
Fund may purchase and write (sell) call and put changes are expected to be similar to those of the
options on any securities in which it may invest, on any underlying index.
securities index based on securities in which it may

A Fund may terminate its obligations under an ex-invest or on any currency in which Fund investments
change traded call or put option by purchasing anmay be denominated. These options may be listed on
option identical to the one it has written. Obligationsnational domestic securities exchanges or foreign se-
under over-the-counter options may be terminated onlycurities exchanges or traded in the over-the-counter
by entering into an oÅsetting transaction with themarket. Each Fund may write covered put and call
counterparty to such option. Such purchases are re-options and purchase put and call options to enhance
ferred to as ""closing purchase transactions.''total return, as a substitute for the purchase or sale of

securities or currency, or to protect against declines in Purchasing Options. A Fund would normally pur-
the value of portfolio securities and against increases in chase call options in anticipation of an increase, or put
the cost of securities to be acquired. options in anticipation of a decrease (""protective

puts''), in the market value of securities or currenciesWriting Covered Options. A call option on securities
of the type in which it may invest. A Fund may also sellor currency written by a Fund obligates the Fund to sell
call and put options to close out its purchased options.speciÑed securities or currency to the holder of the

option at a speciÑed price if the option is exercised at The purchase of a call option would entitle a Fund, in
any time before the expiration date. A put option on return for the premium paid, to purchase speciÑed
securities or currency written by a Fund obligates the securities or currency at a speciÑed price during the
Fund to purchase speciÑed securities or currency from option period. A Fund would ordinarily realize a gain on
the option holder at a speciÑed price if the option is the purchase of a call option if, during the option
exercised at any time before the expiration date. Op- period, the value of such securities or currency ex-
tions on securities indices are similar to options on ceeded the sum of the exercise price, the premium
securities, except that the exercise of securities index paid and transaction costs; otherwise the Fund would
options requires cash settlement payments and does realize either no gain or a loss on the purchase of the
not involve the actual purchase or sale of securities. In call option.
addition, securities index options are designed to

The purchase of a put option would entitle a Fund, inreÖect price Öuctuations in a group of securities or
exchange for the premium paid, to sell speciÑed securi-segment of the securities market rather than price
ties or currency at a speciÑed price during the optionÖuctuations in a single security. Writing covered call
period. The purchase of protective puts is designed tooptions may deprive a Fund of the opportunity to proÑt
oÅset or hedge against a decline in the market value offrom an increase in the market price of the securities or
a Fund's portfolio securities or the currencies in whichforeign currency assets in its portfolio. Writing covered
they are denominated. Put options may also be pur-put options may deprive a Fund of the opportunity to
chased by a Fund for the purpose of aÇrmativelyproÑt from a decrease in the market price of the
beneÑting from a decline in the price of securities orsecurities or foreign currency assets to be acquired for
currencies which it does not own. A Fund would ordina-its portfolio.
rily realize a gain if, during the option period, the value

All call and put options written by the Funds are of the underlying securities or currency decreased
covered. A written call option or put option may be below the exercise price suÇciently to cover the
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premium and transaction costs; otherwise the Fund tinue the trading of options (or a particular class or
would realize either no gain or a loss on the purchase of series of options). If trading were discontinued, the
the put option. Gains and losses on the purchase of put secondary market on that exchange (or in that class or
options may be oÅset by countervailing changes in the series of options) would cease to exist. However,
value of a Fund's portfolio securities. outstanding options on that exchange that had been

issued by the Options Clearing Corporation as a resultEach Fund's options transactions will be subject to
of trades on that exchange would continue to belimitations established by each of the exchanges,
exercisable in accordance with their terms.boards of trade or other trading facilities on which such

A Fund's ability to terminate over-the-counter op-options are traded. These limitations govern the maxi-
tions is more limited than with exchange-traded optionsmum number of options in each class which may be
and may involve the risk that broker-dealers participat-written or purchased by a single investor or group of
ing in such transactions will not fulÑll their obligations.investors acting in concert, regardless of whether the
The Subadviser will determine the liquidity of eachoptions are written or purchased on the same or diÅer-
over-the-counter option in accordance with guidelinesent exchanges, boards of trade or other trading facili-
adopted by the Trustees.ties or are held or written in one or more accounts or

through one or more brokers. Thus, the number of The writing and purchase of options is a highly
options which a Fund may write or purchase may be specialized activity which involves investment tech-
aÅected by options written or purchased by other niques and risks diÅerent from those associated with
investment advisory clients of the Subadviser. An ex- ordinary portfolio securities transactions. The success-
change, board of trade or other trading facility may ful use of options depends in part on the Subadviser's
order the liquidation of positions found to be in excess ability to predict future price Öuctuations and, for hedg-
of these limits, and it may impose certain other ing transactions, the degree of correlation between the
sanctions. options and securities or currency markets.

Risks Associated with Options Transactions. There is Futures Contracts and Options on Futures Contracts.
no assurance that a liquid secondary market on a Harbor Large Cap Value Fund is not authorized to enter
domestic or foreign options exchange will exist for any into currency futures contracts and options on such
particular exchange-traded option or at any particular contracts. Harbor International Fund and Harbor Inter-
time. If a Fund is unable to eÅect a closing purchase national Growth Fund are not authorized to enter into
transaction with respect to covered options it has futures contracts on currencies or engage in options
written, the Fund will not be able to sell the underlying transactions with respect to futures contracts for spec-
securities or currencies or dispose of assets held in a ulative purposes. Harbor Money Market Fund is not
segregated account until the options expire or are authorized to enter into futures contracts or engage in
exercised. Similarly, if the Fund is unable to eÅect a options transactions with respect to futures contracts.
closing sale transaction with respect to options it has Otherwise, to seek to increase total return or hedge
purchased, it would have to exercise the options in against changes in interest rates, securities prices or
order to realize any proÑt and will incur transaction currency exchange rates, a Fund may purchase and
costs upon the purchase or sale of underlying securi- sell various kinds of futures contracts, and purchase
ties or currencies. and write call and put options on these futures con-

tracts. A Fund may also enter into closing purchaseReasons for the absence of a liquid secondary market
and sale transactions with respect to any of theseon an exchange include the following: (i) there may be
contracts and options. The futures contracts may beinsufficient trading interest in certain options;
based on various securities (such as U.S. government(ii) restrictions may be imposed by an exchange on
securities), securities indices, foreign currencies andopening transactions or closing transactions or both;
any other Ñnancial instruments and indices. All futures(iii) trading halts, suspensions or other restrictions may
contracts entered into by the Funds are traded on U.S.be imposed with respect to particular classes or series
or foreign exchanges or boards of trade that are li-of options; (iv) unusual or unforeseen circumstances
censed, regulated or approved by the Commodity Fu-may interrupt normal operations on an exchange;
tures Trading Commission (""CFTC'').(v) the facilities of an exchange or the Options Clear-

ing Corporation may not at all times be adequate to Futures Contracts. A futures contract may generally
handle current trading volume; or (vi) one or more be described as an agreement between two parties to
exchanges could, for economic or other reasons, de- buy and sell particular Ñnancial instruments or curren-
cide or be compelled at some future date to discon- cies for an agreed price for a designated period (or to
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deliver the Ñnal cash settlement price, in the case of a based on other Ñnancial instruments, securities indices
contract relating to an index or otherwise not calling for or other indices, the Fund may also enter into such
physical delivery at the end of trading in the contract). futures contracts as part of its hedging strategy. Al-

though under some circumstances prices of securitiesPositions taken in the futures markets are not nor-
in a Fund's portfolio may be more or less volatile thanmally held to maturity but are instead liquidated
prices of such futures contracts, the Subadviser willthrough oÅsetting transactions which may result in a
attempt to estimate the extent of this volatility diÅer-proÑt or a loss. While futures contracts on securities or
ence based on historical patterns and compensate forcurrency will usually be liquidated in this manner, a
any diÅerential by having the Fund enter into a greaterFund may instead make, or take, delivery of the under-
or lesser number of futures contracts or by attemptinglying securities or currency whenever it appears
to achieve only a partial hedge against price changeseconomically advantageous to do so. A clearing corpo-
aÅecting the Fund's portfolio securities.ration associated with the exchange on which futures

contracts are traded guarantees that, if still open, the When a short hedging position is successful, any
sale or purchase will be performed on the settlement depreciation in the value of portfolio securities will be
date. substantially oÅset by appreciation in the value of the

futures position. On the other hand, any unanticipatedHedging and Other Strategies. Hedging is an at-
appreciation in the value of a Fund's portfolio securitiestempt to establish with more certainty than would
would be substantially oÅset by a decline in the valueotherwise be possible the eÅective price or rate of
of the futures position.return on portfolio securities or securities that a Fund

proposes to acquire or the exchange rate of currencies On other occasions, a Fund may take a ""long''
in which portfolio securities are quoted or denominated. position by purchasing futures contracts. This would be
When interest rates are rising or securities prices are done, for example, when the Fund anticipates the
falling, a Fund can seek to oÅset a decline in the value subsequent purchase of particular securities when it
of its current portfolio securities through the sale of has the necessary cash, but expects the prices or
futures contracts. When interest rates are falling or currency exchange rates then available in the applica-
securities prices are rising, a Fund, through the ble market to be less favorable than prices that are
purchase of futures contracts, can attempt to secure currently available. A Fund may also purchase futures
better rates or prices than might later be available in contracts as a substitute for transactions in securities
the market when it eÅects anticipated purchases. A or foreign currency, to alter the investment characteris-
Fund may seek to oÅset anticipated changes in the tics of or currency exposure associated with portfolio
value of a currency in which its portfolio securities, or securities or to gain or increase its exposure to a
securities that it intends to purchase, are quoted or particular securities market or currency.
denominated by purchasing and selling futures con- Options on Futures Contracts. Except as noted
tracts on such currencies. above, under the caption ""Futures Contracts and Op-

A Fund may, for example, take a ""short'' position in tions on Futures Contracts,'' a Fund may purchase and
the futures market by selling futures contracts in an write options on futures for the same purposes as its
attempt to hedge against an anticipated rise in interest transactions in futures contracts. The purchase of put
rates or a decline in market prices or foreign currency and call options on futures contracts will give a Fund
rates that would adversely affect the dollar value of the the right (but not the obligation) for a speciÑed price
Fund's portfolio securities. Such futures contracts may to sell or to purchase, respectively, the underlying
include contracts for the future delivery of securities held futures contract at any time during the option period.
by the Fund or securities with characteristics similar to As the purchaser of an option on a futures contract, a
those of the Fund's portfolio securities. Similarly, a Fund Fund obtains the beneÑt of the futures position if prices
may sell futures contracts on any currencies in which its move in a favorable direction but limits its risk of loss in
portfolio securities are quoted or denominated or in one the event of an unfavorable price movement to the loss
currency to hedge against Öuctuations in the value of of the premium and transaction costs.
securities denominated in a diÅerent currency if there is The writing of a call option on a futures contract
an established historical pattern of correlation between generates a premium which may partially oÅset a de-
the two currencies. cline in the value of a Fund's assets. By writing a call

If, in the opinion of the relevant Subadviser, there is a option, a Fund becomes obligated, in exchange for the
suÇcient degree of correlation between price trends for premium (upon exercise of the option) to sell a futures
a Fund's portfolio securities and futures contracts contract if the option is exercised, which may have a
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value higher than the exercise price. Conversely, the losses on any such positions and excluding the amount
writing of a put option on a futures contract generates a by which such options were in-the-money at the time of
premium which may partially oÅset an increase in the purchase. Each Fund will engage in transactions in
price of securities that a Fund intends to purchase. futures contracts and related options only to the extent
However, the Fund becomes obligated (upon exercise such transactions are consistent with the requirements
of the option) to purchase a futures contract if the of the Code for maintaining its qualiÑcation as a regu-
option is exercised, which may have a value lower than lated investment company.
the exercise price. The loss incurred by a Fund in

Transactions in futures contracts and options on fu-
writing options on futures is potentially unlimited and

tures involve brokerage costs, require margin deposits
may exceed the amount of the premium received.

and, in the case of contracts and options obligating a
The holder or writer of an option on a futures contract Fund to purchase securities or currencies, require the

may terminate its position by selling or purchasing an Fund to establish with the custodian a segregated
oÅsetting option of the same series. There is no account consisting of cash or liquid securities in an
guarantee that such closing transactions can be ef- amount equal to the underlying value of such contracts
fected. A Fund's ability to establish and close out and options.
positions on such options will be subject to the devel-

While transactions in futures contracts and optionsopment and maintenance of a liquid market.
on futures may reduce certain risks, these transactions

Other Considerations. A Fund will engage in futures themselves entail certain other risks. For example,
and related options transactions either for bona Ñde unanticipated changes in interest rates, securities
hedging purposes or to seek to increase total return as prices or currency exchange rates may result in a
permitted by the CFTC. To the extent that a Fund is poorer overall performance for a Fund than if it had not
using futures and related options for hedging pur- entered into any futures contracts or options
poses, futures contracts will be sold to protect against transactions.
a decline in the price of securities (or the currency in

Perfect correlation between a Fund's futures posi-which they are quoted or denominated) that the Fund
tions and portfolio positions will be impossible toowns or futures contracts will be purchased to protect
achieve. There are no futures contracts based uponthe Fund against an increase in the price of securities
individual securities, except certain U.S. government(or the currency in which they are quoted or denomi-
securities. The only futures contracts available tonated) it intends to purchase. Each Fund will deter-
hedge the Funds' portfolios are various futures on U.S.mine that the price Öuctuations in the futures contracts
government securities, securities indices and foreignand options on futures used for hedging purposes are
currencies. In the event of an imperfect correlationsubstantially related to price Öuctuations in securities
between a futures position and a portfolio positionheld by the Fund or securities or instruments which it
which is intended to be protected, the desired protec-expects to purchase. As evidence of its hedging intent,
tion may not be obtained and a Fund may be exposedeach Fund expects that on 75% or more of the occa-
to risk of loss. In addition, it is not possible to hedgesions on which it takes a long futures or option position
fully or protect against currency Öuctuations aÅecting(involving the purchase of futures contracts),the Fund
the value of securities denominated in foreign curren-will have purchased, or will be in the process of
cies because the value of such securities is likely topurchasing, equivalent amounts of related securities or
Öuctuate as a result of independent factors not relatedassets denominated in the related currency in the cash
to currency Öuctuations.market at the time when the futures or option position

is closed out. However, in particular cases, when it is Some futures contracts or options on futures may
economically advantageous for a Fund to do so, a long become illiquid under adverse market conditions. In
futures position may be terminated or an option may addition, during periods of market volatility, a commodity
expire without the corresponding purchase of securi- exchange may suspend or limit trading in a futures
ties or other assets. contract or related option, which may make the instru-

To the extent that a Fund engages in nonhedging ment temporarily illiquid and difficult to price. Commodity
transactions in futures contracts and options on fu- exchanges may also establish daily limits on the
tures, the aggregate initial margin and premiums re- amount that the price of a futures contract or related
quired to establish these nonhedging positions will not option can vary from the previous day's settlement
exceed 5% of the net asset value of the Fund's portfo- price. Once the daily limit is reached, no trades may be
lio, after taking into account unrealized proÑts and made that day at a price beyond the limit. This may
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prevent a Fund from closing out positions and limiting cline against the U.S. dollar, it may also enter into a
its losses. forward contract to sell the amount of foreign currency

for a Ñxed amount of dollars which approximates theForeign Currency Transactions. Each Fund, except
value of some or all of the relevant Fund's portfolioHarbor Money Market Fund, may purchase securities
securities denominated in such foreign currency. Thedenominated in foreign currencies. The value of invest-
precise matching of the forward contract amounts andments in these securities and the value of dividends
the value of the securities involved will not generally beand interest earned may be signiÑcantly aÅected by
possible, since the future value of such securities inchanges in currency exchange rates. Some foreign
foreign currencies will change as a consequence ofcurrency values may be volatile, and there is the
market movements in the value of those securitiespossibility of governmental controls on currency ex-
between the date the forward contract is entered intochange or governmental intervention in currency mar-
and the date it matures.kets, which could adversely aÅect a Fund. Foreign

currency exchange transactions will be conducted
Harbor Bond Fund and Harbor Short Duration Fundeither on a spot (i.e., cash) basis at the spot rate

may also engage in cross-hedging by using foreignprevailing in the foreign currency exchange market, or
contracts in one currency to hedge against Öuctuationsthrough entering into forward contracts to purchase or
in the value of securities denominated in a diÅerentsell foreign currencies. Each Fund may enter into for-
currency if the Fund's Subadviser determines thatward foreign currency exchange contracts in order to
there is a pattern of correlation between the twoprotect against uncertainty in the level of future foreign
currencies. These practices may be limited by thecurrency exchange rates and Harbor Bond Fund and
requirements for qualiÑcation of the Fund as a regu-Harbor Short Duration Fund may also enter forward
lated investment company for tax purposes. Each offoreign currency exchange contracts for non-hedging
Harbor Bond Fund and Harbor Short Duration Fundpurposes. A forward foreign currency exchange con-
may also purchase and sell forward contracts for non-tract involves an obligation to purchase or sell a spe-
hedging purposes when its Subadviser anticipates thatciÑc currency at a future date, which may be any Ñxed
the foreign currency will appreciate or depreciate innumber of days (usually less than one year) from the
value, but securities in that currency do not presentdate of the contract agreed upon by the parties, at a
attractive investment opportunities and are not held inprice set at the time of the contract. These contracts
the Fund's portfolio.are traded in the interbank market conducted directly

between traders (usually large commercial banks) and
When a Fund enters into foreign currency exchangetheir customers. A forward contract generally has no

contracts for hedging purposes, it will not enter intodeposit requirement, and no commissions are charged
forward contracts to sell currency or maintain a netat any stage for trades. Although foreign exchange
exposure to such contracts if their consummationdealers do not charge a fee for conversion, they do
would obligate the Fund to deliver an amount of foreignrealize a proÑt based on the diÅerence (the spread)
currency in excess of the value of the Fund's portfoliobetween the price at which they are buying and selling
securities or other assets denominated in that cur-various currencies.
rency. At the consummation of the forward contract,

A Fund may enter into a contract for the purchase or the Fund may either make delivery of the foreign
sale of a security denominated in a foreign currency to currency or terminate its contractual obligation to de-
""lock in'' the U.S. dollar price of the security. By liver by purchasing an oÅsetting contract obligating it
entering into a forward contract for the purchase or to purchase the same amount of such foreign currency
sale, for a Ñxed amount of U.S. dollars, of the amount of at the same maturity date. If the Fund chooses to make
foreign currency involved in the underlying security delivery of the foreign currency, it may be required to
transactions, the Fund will be able to protect itself obtain such currency through the sale of portfolio secu-
against a possible loss. Such loss would result from an rities denominated in such currency or through conver-
adverse change in the relationship between the U.S. sion of other assets of the Fund into such currency. If
dollar and the foreign currency during the period be- the Fund engages in an oÅsetting transaction, it will
tween the date on which the security is purchased or incur a gain or a loss to the extent that there has been a
sold and the date on which payment is made or change in forward contract prices. Closing purchase
received. transactions with respect to forward contracts are usu-

When a Subadviser believes that the currency of a ally made with the currency trader who is a party to the
particular foreign country may suÅer a substantial de- original forward contract.
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A Fund will only enter transactions in forward con- the European Currency Unit (""ECU''), which is a
tracts when deemed appropriate by its Subadviser. ""basket'' consisting of a speciÑed amount, in the
The Funds generally will not enter into a forward con- currencies of certain of the member states of the
tract with a term of greater than one year. Each Fund European Community. The speciÑc amounts of curren-
may experience delays in the settlement of its foreign cies comprising the ECU may be adjusted by the
currency transactions. Council of Ministers of the European Community from

time to time to reÖect changes in relative values of the
A Fund will place cash which is not available for

underlying currencies. In addition, the Fund may invest
investment, or liquid securities (denominated in the

in securities denominated in other currency ""baskets.''
foreign currency subject to the forward contract) in a
separate account. The amounts in such separate ac- A Fund's activities in foreign currency contracts,
count will equal the value of the Fund's total assets currency futures contracts and related options and
which are committed to the consummation of foreign currency options may be limited by the requirements of
currency exchange contracts entered into as a hedge Subchapter M of the Internal Revenue Code for qualiÑ-
against a decline in the value of a particular foreign cation as a regulated investment company.
currency. If the value of the securities placed in the

Currency Swaps, Mortgage Swaps and Interest Rate
separate account declines, the Fund will place addi-

Swaps, Caps, Floors and Collars. Harbor Bond Fund
tional cash or securities in the account on a daily basis

and Harbor Short Duration Fund may enter into
so that the value of the account will equal the amount

currency swaps for hedging purposes and may also
of the Fund's commitments with respect to such

enter into mortgage and interest rate swaps and inter-
contracts.

est rate caps and Öoors for hedging purposes or to
Using forward contracts to protect the value of a seek to increase total return. These Funds may from

Fund's portfolio securities against a decline in the value time to time combine swaps with options. Interest rate
of a currency does not eliminate Öuctuations in the swaps involve the exchange by a Fund with another
underlying prices of the securities. It simply establishes party of their respective commitments to pay or receive
a rate of exchange which can be achieved at some interest, such as an exchange of Ñxed rate payments
future point in time. The precise projection of short- for Öoating rate payments. Mortgage swaps are similar
term currency market movements is not possible, and to interest rate swaps in that they represent commit-
short-term hedging provides a means of Ñxing the ments to pay and receive interest. The notional princi-
dollar value of only a portion of a Fund's foreign assets. pal amount, however, is tied to a reference pool or

pools of mortgages. Currency swaps involve the ex-While a Fund may enter into forward foreign currency
change of their respective rights to make or receiveexchange contracts to reduce currency exchange rate
payments in speciÑed currencies. The purchase of anrisks, transactions in such contracts involve certain
interest rate cap entitles the purchaser, to the extentother risks. Unanticipated changes in currency prices
that a speciÑed index exceeds a predetermined inter-may result in a poorer overall performance for the Fund
est rate, to receive payment of interest on a notionalthan if it had not engaged in any such transactions.
principal amount from the party selling such interestCertain strategies could minimize the risk of loss due to
rate cap. The purchase of an interest rate Öoor entitlesa decline in the value of the hedged foreign currency,
the purchaser, to the extent that a speciÑed index fallsbut they could also limit any potential gain which might
below a predetermined interest rate, to receive pay-result from an increase in the value of the currency.
ments of interest on a notional principal amount fromMoreover, there may be imperfect correlation between
the party selling the interest rate Öoor.a Fund's portfolio holdings of securities denominated in

a particular currency and forward contracts entered These Funds will enter into interest rate and mortgage
into by the Fund. Such imperfect correlation may cause swaps only on a net basis, which means that the two
a Fund to sustain losses which will prevent the Fund payment streams are netted out, with the Fund receiving
from achieving a complete hedge or expose the Fund or paying, as the case may be, only the net amount of the
to risk of foreign exchange loss. two payments. Interest rate and mortgage swaps do not

involve the delivery of securities, other underlying as-
An issuer of Ñxed-income securities purchased by

sets or principal.
Harbor Bond Fund or Harbor Short Duration Fund may
be domiciled in a country other than the country in Accordingly, the risk of loss with respect to interest
whose currency the instrument is denominated. The rate and mortgage swaps is limited to the net amount
Fund may also invest in debt securities denominated in of interest payments that the Fund is contractually
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obligated to make. If the other party to an interest rate account consisting of cash or liquid assets, the Fund
or mortgage swap defaults, the Fund's risk of loss and the Subadviser believe that swaps do not consti-
consists of the net amount of interest payments that tute senior securities under the Act and, accordingly,
the Fund is contractually entitled to receive. In contrast, will not treat them as being subject to the Fund's
currency swaps usually involve the delivery of a gross borrowing restriction.
payment stream in one designated currency in ex-

These Funds will not enter into currency swap, inter-
change for the gross payment stream in another desig-

est rate swap, mortgage swap, cap or Öoor transac-
nated currency. Therefore, the entire payment stream

tions unless the unsecured commercial paper, senior
under a currency swap is subject to the risk that the

debt or claims paying ability of the other party is rated
other party to the swap will default on its contractual

either AA of A-1 or better by S&P or Aa or P-1 or better
delivery obligations. To the extent that the net amount

by Moody's or, if unrated by such rating organizations,
payable by the Fund under an interest rate or mortgage

determined to be of comparable quality by the
swap and the entire amount of the payment stream

Subadviser.
payable by the Fund under a currency swap or an
interest rate Öoor, cap or collar are held in a segregated

INVESTMENT RESTRICTIONS

The following restrictions may not be changed with the amount borrowed), (b) the Fund may, to the
respect to any Fund without the approval of the major- extent permitted by applicable law, borrow up to an
ity of outstanding voting securities of that Fund (which, additional 5% of its total assets for temporary pur-
under the Investment Company Act and the rules poses, (c) the Fund may obtain such credit as may
thereunder and as used in the Prospectus and this be necessary for the clearance of purchases and sales
Statement of Additional Information, means the lesser of portfolio securities, and (d) the Fund may engage
of (1) 67% of the shares of that Fund present at a in transactions in mortgage dollar rolls which are
meeting if the holders of more than 50% of the out- accounted for as Ñnancings. Harbor Money Market
standing shares of that Fund are present in person or Fund is not permitted to invest in reverse repurchase
by proxy, or (2) more than 50% of the outstanding agreements and mortgage dollar rolls accounted for as
shares of that Fund.) Investment restrictions that in- a Ñnancing;
volve a maximum percentage of securities or assets

(3) act as underwriter of the securities issued byshall not be considered to be violated unless an excess
others, except to the extent that the purchase ofover the percentage occurs immediately after, and is
securities in accordance with a Fund's investmentcaused by, an acquisition or encumbrance of securities
objective and policies directly from the issuer thereofor assets of, or borrowings by or on behalf of, a Fund
and the later disposition thereof may be deemed to bewith the exception of borrowings permitted by Invest-
underwriting;ment Restriction (2) listed below.

(4) invest 25% or more of its total assets in theHarbor may not, on behalf of any Fund:
securities of one or more issuers conducting their

(1) with respect to 75% of the total assets of the principal business activities in the same industry (ex-
Fund, purchase the securities of any issuer if such cluding the U.S. Government or any of its agencies or
purchase would cause more than 5% of the Fund's instrumentalities). Harbor Money Market Fund may
total assets (taken at market value) to be invested in invest more than 25% of its total assets in the securi-
the securities of such issuer, or purchase securities of ties of domestic banks and bank holding companies,
any issuer if such purchase would cause more than including certiÑcates of deposit and bankers'
10% of the total voting securities of such issuer to acceptances;
be held by the Fund, except obligations issued or

(5) issue senior securities, except as permittedguaranteed by the U.S. Government, its agencies or
under the Investment Company Act, and except thatinstrumentalities;
Harbor Fund may issue shares of beneÑcial interest in

(2) borrow money, except (a) the Fund may bor- multiple series or classes;
row from banks (as deÑned in the Investment Com-
pany Act) or through reverse repurchase agreements (6) purchase, hold or deal in real estate, although
in amounts up to 33∏% of its total assets (including the Fund may purchase and sell securities that are
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secured by real estate or interests therein, securities of (i) purchase and sell or write options on any
real estate investment trusts and mortgage-related se- futures contracts into which it may enter,
curities and may hold and sell real estate acquired by (ii) purchase put and call options on securities, on
the Fund as a result of the ownership of securities; securities indexes and on currencies, (iii) write

covered put and call options on securities, securi-
(7) generally may not invest in commodities or com- ties indices and on currencies, and (iv) engage in

modity contracts, except that the Fund may invest in closing purchase transactions with respect to any
currency and Ñnancial instruments and contracts that put or call option purchased or written by a Fund,
are commodities or commodity contracts which are not provided that the aggregate value of premiums
deemed to be prohibited commodities or commodities paid by the Fund for all of such options shall not
contracts for the purpose of this restriction; exceed 20% of that Fund's net assets;

(d) acquire put and call options with a mar-(8) make loans to other persons, except loans of
ket value exceeding 5% of the value of a Fund'sportfolio securities and except to the extent that the
total assets;purchase of debt obligations and the entry into

repurchase agreements in accordance with such (e) invest more than 15% (10% in the case
Fund's investment objectives and policies may be of Harbor Money Market Fund) of the Fund's net
deemed to be loans; and assets in illiquid investments including repurchase

agreements maturing in more than seven days,
(9) notwithstanding the investment policies and re-

securities which are not readily marketable and
strictions of a Fund, a Fund may invest its assets in an

restricted securities not eligible for resale pursuant
open-end management investment company with sub-

to Rule 144A under the Securities Act of 1933;
stantially the same investment objective, policies and

(f) invest in other companies for the purposerestrictions as the Fund.
of exercising control or management;

In addition to the investment restrictions and policies
(g) for purposes of fundamental investment

mentioned above, the Trustees of Harbor Fund have
restriction no. 4, telephone companies are consid-

voluntarily adopted the following policies and restric-
ered to be a separate industry from water, gas or

tions which are observed in the conduct of the aÅairs of
electric utilities; personal credit Ñnance companies

the Funds. These represent intentions of the Trustees
and business credit Ñnance companies are

based upon current circumstances. They diÅer from
deemed to be separate industries; wholly owned

fundamental investment policies because they may be
Ñnance companies are considered to be in the

changed or amended by action of the Trustees without
industry of their parents if their activities are prima-

prior notice to or approval of shareholders. Accordingly,
rily related to Ñnancing the activities of their par-

a Fund may not:
ents; and privately issued mortgage-backed
securities collateralized by mortgages insured or(a) purchase securities on margin (but a
guaranteed by the U.S. government, its agenciesFund may obtain such short-term credits as may
or instrumentalities do not represent interests inbe necessary for the clearance of purchase and
any industry.sales of securities);

(b) make short sales of securities, except as
permitted under the Investment Company Act;

(c) purchase or sell any put or call options or
any combination thereof, except that a Fund may
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SHAREHOLDER AND ACCOUNT POLICIES

be determined in advance. Therefore, you cannot closeCheckwriting for Harbor Money Market Fund
your account by check. This service may be terminated

Harbor Fund oÅers a Checkwriting Privilege for at any time by Harbor Fund or the Bank upon notice to
shareholders in the Money Market Fund only. Money you. Your cancelled checks will be returned monthly by
market checks are not available on IRA accounts. The the Bank.
check is presented to State Street Bank and Trust
Company (the ""Bank'') for payment through normal

Redemptions in Kindbanking channels. These checks may be used in the
same manner as any other checks payable through the Harbor Fund agrees to redeem shares of each Fund
Bank except that they may not be certiÑed and are solely in cash up to the lesser of $250,000 or 1% of the
payable upon review. net asset value of the Fund during any 90-day period

There is no charge to you for redemptions by use of for any one shareholder. Harbor Fund reserves the right
checks. If you elect this option, you are subject to the to pay redemptions exceeding $250,000 or 1% of the
procedures, rules and regulations established by the net asset value of the redeeming Fund, either total or
Bank with respect to clearance and collection of partial, by a redemption in kind of securities (instead of
checks. The Bank will not honor checks which are in cash) from the applicable Fund. The securities re-
amounts exceeding the available value of your account deemed in kind would be valued for this purpose by the
at the time the check is presented for payment and will same method as is used to calculate the Fund's net
not honor checks drawn against uncollected funds. asset value per share. If you receive a redemption in
Since interest in the Harbor Money Market Fund is kind, you should expect to incur transaction costs upon
accrued and declared as dividends daily, but dividends the disposition of the securities received in the
are paid monthly, the total value of the Fund may not redemption.

TRUSTEES AND OFFICERS

The business and aÅairs of the Trust shall be managed by or under the direction of the Trustees, and they shall
have all powers necessary or desirable to carry out that responsibility. The Trustees shall have full power and
authority to take or refrain from taking any action and to execute any contracts and instruments that they may
consider necessary or desirable in the management of the Trust. Any determination made by the Trustees in good
faith as to what is in the interests of the Trust shall be conclusive. Information pertaining to the Trustees and oÇcers
of Harbor is set forth below.

Number of
Term of Portfolios in

OÇce and Fund complex
Name, Address and (Age) Length of Principal Occupation(s) Overseen by Other Directorships
Position(s) with Fund Time Served1 During Past Five Years2 Trustee Held by Trustee

DISINTERESTED TRUSTEES

Howard P. Colhoun (66) Retired. General Partner, Emerging Growth Partners, 12 N/A
Trustee Since 1986 L.P. (investing in small companies) (1982-1996);

14114 Mantua Mill Road Director, Storage U.S.A. (1995-Present); and Vice
Glyndon, MD 21071 President and Director of Mutual Funds, T. Rowe Price

Associates, Inc. (prior to 1982).

John P. Gould (63) Director of Unext.com (1999-Present); President, 12 Trustee of Dimensional
Trustee Since 1994 Cardean University (1999-2001); Steven G. Rothmeier Fund Advisors, Inc., 28

332 S. Michigan Avenue Professor (1996-Present) and Distinguished Service series (1986-Present);
13th Floor Professor of Economics, Graduate School of Business, Trustee and Chairman
Chicago, IL 60604 University of Chicago (1984-Present, on faculty since Pegasus Funds (1996-

1965); Trustee of Milwaukee Mutual (1997-Present); 1999); Trustee of First
and Principal and Executive Vice President of Lexecon Prairie Funds (1985-
Inc. (1994-Present). 1996); and Trustee of

Woodward Funds (1996).

Rodger F. Smith (61) Partner, Greenwich Associates (a business strategy, 12 N/A
Trustee Since 1987 consulting and research Ñrm) (1975-Present); and

OÇce Park Eight Director of Arlington Capital Management (C.I.) Limited
Greenwich, CT 06830 (1992-Present).
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Number of
Term of Portfolios in

OÇce and Fund complex
Name, Address and (Age) Length of Principal Occupation(s) Overseen by Other Directorships
Position(s) with Fund Time Served1 During Past Five Years2 Trustee Held by Trustee

INTERESTED TRUSTEE

David G. Van Hooser (56) Director and Chairman of the Board, Harbor Capital 12 N/A
Chairman and Trustee Since 2000 Advisors, Inc. (2000-Present); Director, HCA Securities,

One SeaGate Inc. (2000-Present); Director, Harbor Transfer, Inc.
Toledo, OH 43666 (2000-Present); Senior Vice President and Chief

Financial OÇcer, Owens-Illinois, Inc. (1998-2001); and
Senior Vice President and Director of Corporate
Strategy, Owens-Illinois, Inc. (1996-1998).

INTERESTED PRINCIPAL OFFICERS WHO ARE NOT TRUSTEES

James M. Williams (55) Director and President (2000-Present) Harbor Capital N/A N/A
President Since 2000 Advisors, Inc.; Director and President (2000-Present)

One SeaGate HCA Securities, Inc.; Director (2000-Present) Harbor
Toledo, OH 43666 Transfer, Inc.; and Pension Asset Manager (1989-1999)

Ford Motor Company.

Constance L. Souders (52) Senior Vice President, (1991-Present), Director of N/A N/A
Vice President Since 1999 Administration (1997-Present), Director and Secretary
Treasurer Since 1992 (1988-Present), Treasurer (1988-2000), Vice President

One SeaGate (1988-1991) and Director of Accounting and Fiduciary
Toledo, OH 43666 Operations (1992-1996), Harbor Capital Advisors, Inc.;

President (2000-Present), Director (1991-Present) and
Vice President, Secretary, and Treasurer (1992-2000),
Harbor Transfer, Inc.; and Vice President and Secretary
(2000-Present) and Director (1989-Present), HCA
Securities, Inc.

Karen B. Wasil (50) Assistant Secretary (1997-Present), Director N/A N/A
Secretary Since 1999 (1999-2000) and Regulatory and  Legal Compliance

One SeaGate Manager (1995-Present), Harbor Capital Advisors, Inc.;
Toledo, OH 43666 Secretary (2000-Present) Director (1999-2000),

Harbor Transfer, Inc.; and Director (1999-2000), HCA
Securities, Inc.

1 Each Trustee serves for an indeÑnite term, until his successor is elected. Each oÇcer is elected annually.
2 On June 7, 2001, a wholly-owned subsidiary of Robeco Groep N.V. acquired substantially all of the assets and assumed substantially all of the liabilities

of the predecessor adviser to Harbor Fund, also named ""Harbor Capital Advisors, Inc.'' That wholly owned subsidiary of Robeco Groep N.V. assumed
the name ""Harbor Capital Advisors, Inc.'' as part of the acquisition. Another subsidiary of Robeco Groep N.V. acquired substantially all of the assets
and assumed substantially all of liabilities of Harbor Transfer, Inc. and assumed the name ""Harbor Transfer, Inc.'' On September 20, 2001, a wholly-
owned subsidiary of Robeco Groep, N.V. acquired substantially all of the assets and assumed substantially all of the liabilities of HCA Securities, Inc.
and assumed the name ""HCA Securities, Inc.'' Accordingly, for periods prior to June 7, 2001 with respect to Harbor Capital Advisors, Inc. and Harbor
Transfer, Inc. and for periods prior to September 20, 2001 with respect to HCA Securities, Inc., employment with Harbor Capital Advisors, Inc., Harbor
Transfer, Inc. and HCA Securities, Inc. refers to employment with the predecessor entities.

Messrs. Colhoun, Gould and Smith serve on the audit Souders and Karen B. Wasil. The functions of the
committee and the nominating committee. The func- valuation committee include evaluating the liquidity of
tions of the audit committee include recommending certain portfolio securities and determining the fair
independent auditors to the Trustees, monitoring the value of portfolio securities when necessary.
independent auditors' performance, reviewing the re-
sults of audits and responding to certain other matters During the most recently completed Ñscal year for
deemed appropriate by the Trustees. The nominating Harbor Fund, the Board of Trustees held Ñve meetings,
committee is responsible for the selection and nomina- the valuation committee held two meetings, the audit
tion of candidates to serve as Disinterested Trustees. committee held two meetings and the nominating com-
The nominating committee will also consider nominees mittee did not hold a meeting. All of the current Trust-
recommended by shareholders to serve as Trustees ees and committee members then serving attended
provided that shareholders submit such recommenda- 100% of the meetings of the Board of Trustees and
tions in writing within a reasonable time before any applicable committees, if any, held during the Harbor
meeting. The valuation committee is comprised of Fund's most recently completed Ñscal year. The Board
David G. Van Hooser, James M. Williams, Constance L. of Trustees does not have a compensation committee.
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Trustee Compensation Table

As of October 31, 2001
Pension or
Retirement Total

Aggregate BeneÑts Accrued Compensation
Compensation as Part of Fund from Registrant

Name of Person, Position From Registrant Expenses Paid to Trustees

David G. Van Hooser, Chairman and Trustee ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ -0- -0- -0-
Howard P. Colhoun, Trustee ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $60,000 -0- $60,000
John P. Gould, TrusteeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $60,000 -0- $60,000
Rodger F. Smith, TrusteeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $60,000 -0- $60,000

As of July 15, 2002, the Trustees and OÇcers of Harbor Fund as a group owned more than 1% of the outstanding
shares of beneÑcial interest of Harbor Growth Fund, Harbor Small Cap Growth Fund, Harbor Large Cap Value Fund,
Harbor Mid Cap Value Fund, Harbor Small Cap Value Fund, Harbor Short Duration Fund, and Harbor Money Market
Fund and less than 1% of the outstanding shares of beneÑcial interest of each of the other Funds. The equity
securities beneÑcially owned by the Trustees as of July 15, 2002 are as follows:

Aggregate Dollar Range of Equity
Securities in All Registered

Investment Companies Overseen by
Name of Trustee Dollar Range of Equity Securities in Harbor Fund Trustee in Harbor Fund Family

Disinterested Trustees

Howard P. Colhoun Harbor Capital Appreciation Fund Over $100,000 Over $100,000
Harbor Growth Funda $10,001 - $50,000
Harbor Large Cap Value Fund Over $100,000
Harbor Small Cap Growth Funda Over $100,000
Harbor International Fundb Over $100,000
Harbor International Fund IIb Over $100,000

John P. Gould Harbor Capital Appreciation Fund $50,001 - $100,000 Over $100,000
Harbor Growth Funda $1 - $10,001
Harbor Large Cap Value Fund $10,001 - $50,000

Rodger F. Smith Harbor Capital Appreciation Fund Over $100,000 Over $100,000
Harbor Growth Funda Over $100,000
Harbor Large Cap Value Fund Over $100,000
Harbor Small Cap Value Fund Over $100,000
Harbor Mid Cap Growth Fund $10,001 - $50,000
Harbor Small Cap Growth Funda $50,001 - $100,000
Harbor International Fundb Over $100,000
Harbor International Fund IIb $10,001 - $50,000
Harbor International Growth Fund Over $100,000

Interested Trustee

David G. Van Hooser Harbor Capital Appreciation Fund $10,001 - $50,000 Over $100,000
Harbor Mid Cap Growth Fund $10,001 - $50,000
Harbor Growth Funda $1 - $10,000
Harbor Small Cap Growth Funda $10,001 - $50,000
Harbor Large Cap Value Fund $10,001 - $50,000
Harbor Mid Cap Value Fund $1 - $10,000
Harbor Small Cap Value Fund $1 - $10,001
Harbor International Fundb $10,001 - $50,000
Harbor International Fund IIb $1 - $10,000
Harbor International Growth Fund $10,001 - $50,000
Harbor Global Equity Fund $10,001 - $50,000

a On October 31, 2002, Harbor Small Cap Growth Fund was merged with and into Harbor Growth Fund. Harbor Growth Fund was renamed
""Harbor Small Cap Growth Fund'' immediately following the merger.

b On October 31, 2002, Harbor International Fund II was merged with and into Harbor International Fund.
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Material Relationships of the Disinterested Trustees. ‚ an oÇcer of any related fund;
For purposes of the discussion below, the italicized

‚ the Adviser;terms have the following meanings:

‚ HCA;‚ the immediate family members of any person are
their spouse, children in the person's household ‚ an oÇcer of the Adviser or HCA;
(including step and adoptive children) and any

‚ any aÇliate of the Adviser or HCA; ordependent of the person.

‚ an oÇcer of any such aÇliate.‚ an entity in a control relationship means any per-
son who controls, is controlled by or is under During the calendar years 2000 and 2001, none of
common control with the named person. For the Disinterested Trustees, nor any members of their
example, the Robeco Groep, N.V. (""Robeco'') is immediate family, had any relationship (the value of
an entity that is in a control relationship with which exceeded $60,000) with any fund related party,
Harbor Capital Advisors, Inc. (the ""Adviser''). including, but not limited to, relationships arising out of

(i) the payments for property and services, (ii) the‚ a related fund is an registered investment com-
provisions of legal services, (iii) the provision of invest-pany or an entity exempt from the deÑnition of
ment bonding services (other than as a member of thean investment company pursuant to Sec-
underwriting syndicate) or (iv) the provision of con-tions 3(c)(1) or 3(c)(7) of the Investment Com-
sulting service.pany Act, in each case for which the Adviser or

any of its aÇliates acts as investment adviser or During the calendar years 2000 and 2001, none of
for which HCA Securities, Inc. (""HCA'') or any of the Disinterested Trustees, nor any member of their
its aÇliates acts as principal underwriter. For ex- immediate family members, serve as a member of a
ample, the related funds of Harbor Fund include all board of directors on which an oÇcer of any of the
of the Funds in the Harbor family and any other following entities also serves as a director:
U.S. and non-U.S. funds managed by the Ad-

‚ the Adviser;viser's aÇliates.

‚ HCA;As of December 31, 2001, none of the Disinterested
Trustees, nor any of the members of their immediate

‚ Robeco; or
family, beneÑcially own any securities issued by the
Adviser, Robeco or any other entity in a control relation- ‚ Any other entity in a control relationship with the
ship to the Adviser or HCA. During the calendar years Adviser or HCA;
2000 and 2001, none of the Disinterested Trustees, nor

During the calendar years 2000 and 2001, none ofany member of their immediate family, had any direct or
the Disinterested Trustees, nor any member of theirindirect interest (the value of which exceeds $60,000),
immediate family, had any position, including as anwhether by contract, arrangement or otherwise, in the
oÇcer, employee, director or partner, with any of:Adviser, Robeco, or any other entity in a control rela-

tionship to the Adviser or HCA. During the calendar ‚ Harbor Fund
years 2000 and 2001, none of the Disinterested Trust-

‚ any related fund;ees, nor any member of their immediately family, has
had an interest in a transaction or a series of transac- ‚ the Adviser
tions in which the aggregate amount involved ex-

‚ HCA;ceeded $60,000 and to which any of the following were
a party (each a ""fund related party'');

‚ any aÇliated person of Harbor Fund;
‚ a Harbor Fund;

‚ Robeco; or
‚ an oÇcer of Harbor Fund;

‚ any other entity in a control relationship to Harbor
‚ a related fund; Fund.
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THE ADVISER, SUBADVISERS, DISTRIBUTOR AND
SHAREHOLDER SERVICING AGENT

The Adviser. Harbor Capital Advisors, Inc., a Dela- ‚ the historical performance record of the
ware corporation, is the investment adviser (the ""Ad- Subadvisers in managing accounts with substan-
viser'') for each Fund. The Adviser is responsible for tially similar investment objectives, policies, and
managing each Fund's assets or overseeing the man- strategies as the respective Funds;
agement of each Fund by one or more subadvisers

‚ the investment performance, fees and total ex-
(each, a ""Subadviser''). Harbor Fund, on behalf of

penses of investment companies with similar
each Fund, has entered into separate investment advi-

objectives and strategies managed by other in-
sory agreements (each, an ""Investment Advisory

vestment advisers as well as the investment per-
Agreement'') each of which provides that the Adviser

formance of unmanaged securities indices; and
shall provide the Fund with investment research,
advice and supervision and will furnish continuously an ‚ the proÑtability to the Adviser of managing the
investment program for the Fund consistent with the Funds.
investment objectives and policies of the Fund. The

The Trustees considered the following as relevant toAdviser is responsible for the payment of the salaries
their determination: (1) the favorable history, reputa-and expenses of all personnel of Harbor Fund except
tion, qualiÑcation and background of the Adviser andthe fees and expenses of Trustees not aÇliated with
Subadvisers, as well as the qualiÑcations of their per-the Adviser or a Subadviser, oÇce rent and the ex-
sonnel; (2) that the fees and expense ratios of thepenses of providing investment advisory, research and
Funds are reasonable given the quality of servicesstatistical facilities and related clerical expenses.
expected to be provided and are comparable to the

Factors considered by the Independent Trustees in fees and expense ratios of similar investment compa-
Approving the Investment Advisory Agreements. The In- nies; (3) the relative performance of accounts man-
vestment Company Act requires that the Investment aged by the Subadvisers with substantially similar
Advisory Agreements be approved by the Board of investment objectives, policies and strategies as the
Trustees and also by a majority of the Disinterested respective Funds in comparison to other investment
Trustees voting separately and by shareholders of each managers oÅering similar products and unmanaged
respective Fund. At a meeting held on March 1, 2002, indices; and (4) other factors that the Trustees
the Board of Trustees, including all of the Disinterested deemed relevant. The Trustees deemed each of these
Trustees voting separately in person, determined that factors to be relevant to their consideration of the
the terms of each Investment Advisory Agreement were Funds' Investment Advisory Agreements.
fair and reasonable and approved each Investment

Each Investment Advisory Agreement andAdvisory Agreement as being in the best interests of
Subadvisory Contract remains in eÅect initially for a twothe respective Fund. In evaluating the Investment Advi-
year term and continues in eÅect thereafter only if suchsory Agreements, the Trustees reviewed materials fur-
continuance is speciÑcally approved at least annually innished by the Adviser and Subadvisers, including
the manner prescribed in the Investment Company Actinformation about their respective aÇliates, personnel,
and the rules and regulations thereunder, subject how-and operations. The Trustees also discussed with rep-
ever, to such exemptions as may be granted by theresentatives of the Adviser, the Funds' operations, the
Securities and Exchange Commission by any rule, reg-Adviser's ability to provide advisory and other services
ulation or order. The Investment Advisory Agreementsto the Funds, and the Adviser's diligence to identify
and Subadvisory Contracts provide that the Adviserand recommend the Subadvisers for the Funds. The
and Subadvisers shall not be liable to a Fund (or theTrustees also reviewed, among other things:
Adviser, in the case of the Subadvisory Contracts) for

‚ the fees charged by the Adviser and Subadvisers any error of judgment by the Adviser or Subadviser or
for investment advisory and subadvisory services, for any loss sustained by the Fund except in the case
respectively, as well as other compensation re- of the Adviser's or Subadviser's willful misfeasance,
ceived by Harbor Transfer, Inc. and HCA Securi- bad faith, gross negligence or reckless disregard of
ties, Inc.; duty. Each Investment Advisory Agreement and

‚ the experience of the investment advisory and Subadvisory Contract also provides that it shall termi-
subadvisory personnel providing services to the nate automatically if assigned and that it may be
Funds; terminated without penalty by vote of a majority of the
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outstanding voting securities of the Fund or by either For its services, each Fund pays the Adviser an
party upon 60 days' or less written notice. The Adviser advisory fee which is a stated percentage of the Fund's
has authorized each of its directors, oÇcers and average annual net assets. The table below sets forth
employees who has been elected or appointed as a for each Fund the advisory fee rate, the fees paid to the
Trustee or oÇcer of Harbor Fund to serve in the adviser for the past three Ñscal years and the eÅect of
capacities in which he/she has been elected or ap- any expense limitation in eÅect for the past three Ñscal
pointed. No person other than the Adviser, the years which reduced the advisory fee paid.
Subadvisers and their respective directors and employ-
ees regularly furnishes advice to the Funds with
respect to the desirability of a Fund's investing in,
purchasing or selling securities.

Fee Paid for Year Ended
 October 31Advisory Fee

% of Average ($ in Thousands)
Fund Annual Net Assets 2001 2000* 1999*

DOMESTIC EQUITY

Harbor Capital Appreciation Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.60% $43,124 $53,081 $32,770

Harbor Mid Cap Growth FundaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 67 N/A N/A
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (18)

Harbor Growth FundbÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 1,333 1,926 796

Harbor Small Cap Growth Funda,b ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 73 N/A N/A
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (20)

Harbor Large Cap Value Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.60 804 881 1,021

Harbor Mid Cap Value Fundc ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 N/A N/A N/A

Harbor Small Cap Value FunddÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 N/A N/A N/A

INTERNATIONAL EQUITY

Harbor International Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.85 37,347 45,279 45,317
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (2,576) (3,396) (3,330)

Harbor International Fund IIe ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 783 955 875
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (101) (129) (114)

Harbor International Growth Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 5,850 11,241 10,025

Harbor Global Equity FundfÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.75 37g N/A N/A
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (10)g

FIXED INCOME

Harbor Bond Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.70 6,252 4,441 3,973
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1,960) (1,334) (1,187)

Harbor Short Duration Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.40 421 725 830
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (210) (361) (414)

Harbor Money Market Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.30 430 299 284
(Credit due to expense limitation) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (172) (120) (114)

a Commenced operations on November 1, 2000.
b On October 31, 2002, Harbor Small Cap Growth Fund was merged with and into Harbor Growth Fund. Harbor Growth Fund was renamed

""Harbor Small Cap Growth Fund'' immediately following the merger.
c Commenced operations on March 1, 2002.
d Commenced operations on December 14, 2001.
e On October 31, 2002, Harbor International Fund II was merged with and into Harbor International Fund.
f Commenced operations on February 1, 2001.
g For the period February 1, 2001 through October 31, 2001.
* Fees paid by predecessor adviser.
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The Subadvisers. The Adviser has engaged the ser- Harbor Short Duration Fund
vices of several subadvisers (each, a ""Subadviser'') to Harbor Money Market Fund
assist with the portfolio management of each Fund. The Fischer Francis Trees & Watts, Inc.
Subadvisers are:

Harbor Capital Appreciation Fund Additional information about the Subadvisers is set
Jennison Associates LLC forth in the Prospectus.

Harbor Mid Cap Growth Fund
Wall Street Associates The Adviser pays each Subadviser out of its own

Harbor Small Cap Growth Fund resources; the Funds have no obligation to pay the
WestÑeld Capital Management Company, LLC Subadvisers. Each Subadviser has entered into a

subadvisory agreement (each, a ""Subadvisory Con-Harbor Large Cap Value Fund
Armstrong Shaw Associates, Inc. tract'') with the Adviser and Harbor Fund, on behalf of

each Fund. Each Subadviser is responsible to provideHarbor Mid Cap Value Fund
the Fund with advice concerning the investment man-Dalton, Greiner, Hartman, Maher & Co.
agement of the Fund's portfolio, which advice shall be

Harbor Small Cap Value Fund
consistent with the investment objectives and policiesEARNEST Partners LLC
of the Fund. The Subadviser determines what securi-

Harbor International Fund ties shall be purchased, sold or held for the Fund and
Northern Cross Investments Limited

what portion of the Fund's assets are held uninvested.
Harbor International Growth Fund Each Subadviser is responsible to bear its own costs of

Mastholm Asset Management LLC providing services to the respective Fund. Each
Harbor Global Equity Fund Subadviser's subadvisory fee rate is based on a stated

BPI Global Asset Management LLP percentage of the Fund's average annual net assets.
The fees paid by the Adviser to the Subadviser for theHarbor Bond Fund

PaciÑc Investment Management Company LLC past three years are set forth in the table below.

Fee Paid by the Adviser to Subadviser
for Year Ended October 31

($ in Thousands)
Fund 2001 2000* 1999*

DOMESTIC EQUITY
Harbor Capital Appreciation Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,615 $20,165 $11,574
Harbor Mid Cap Growth Funda ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 50 N/A N/A
Harbor Growth Fundb ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 904 1,370 594
Harbor Small Cap Growth Funda,b ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 73 N/A N/A
Harbor Large Cap Value Fund

Armstrong Shaw ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 47g N/A N/A
DRZ ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 288h 318 378
Richards & Tierney ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 83h 111 115

Harbor Mid Cap Value Fundc ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Harbor Small Cap Value FunddÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
INTERNATIONAL EQUITY
Harbor International Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 23,678 28,331 28,648
Harbor International Fund IIe ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 517 635 587
Harbor International Growth Fund

Mastholm ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Jennison ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,729 7,369 6,714

Harbor Global Equity Fundf ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 19 N/A N/A
FIXED INCOME
Harbor Bond Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,351 1,669 1,510
Harbor Short Duration Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 157 250 319
Harbor Money Market FundÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 218 145 145
a Commenced operations on November 1, 2000.
b On October 31, 2002, Harbor Small Cap Growth Fund was merged with and into Harbor Growth Fund. Harbor Growth Fund was renamed

""Harbor Small Cap Growth Fund'' immediately following the merger.
c Commenced operations on March 1, 2002.
d Commenced operations on December 14, 2001.
e On October 31, 2002, Harbor International Fund II was merged with and into Harbor International Fund.
f Commenced operations on February 1, 2001.
g For the period September 20, 2001 through October 31, 2001.
h For the period November 1, 2000 through September 19, 2001.
* Fees paid by predecessor adviser.
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Other Information. The Adviser is an indirect, wholly- ration, a registered transfer agent and a wholly-owned
owned subsidiary of Robeco. Robeco is the holding subsidiary of the Adviser. David G. Van Hooser,
company for 100% of the shares of Robeco Interna- James M. Williams and Constance L. Souders are
tional B.V. and Robeco Nederland B.V. (""Robeco Ne- Directors of the Shareholder Servicing Agent. Con-
derland'') (collectively referred to as the ""Robeco stance L. Souders is President and Karen B. Wasil is
Group''). Cooperatieve Centrale RaiÅeisen-Boer- Secretary of the Shareholder Servicing Agent. The
enleenbank B.A. owns 100% of the shares of Robeco. Shareholder Servicing Agreement has been approved
Robeco is headquartered in Rotterdam, The by the Trustees of the Fund and provides for compen-
Netherlands. sation in the following amounts per class of each Fund:

Share Class FeesRobeco is active in various areas of investment
management. It currently provides investment manage- Institutional Class ÏÏ 0.0525% of the average daily net
ment services to a large number of segregated ac- assets of all Investor Class shares.
counts and a range of institutional funds as well as to a Retirement Class ÏÏÏ 0.0525% of the average daily net
variety of retail mutual funds, most of which are listed assets of all Investor Class shares.
on the major European stock exchanges. Robeco oper- Investor Class ÏÏÏÏÏ 0.2325% of the average daily net

assets of all Investor Class shares.ates primarily outside of the United States, although it
currently holds full ownership interests in two U.S.

The Fund, directly or indirectly through arrangementsinvestment advisers. These U.S. investment advisers
with the Shareholder Servicing Agent, may pay fees toserve as investment advisers to several private invest-
unaÇliated third parties that provide sub-transfer agentment funds, U.S. registered mutual funds and separate
and sub-accounting services to Investor Class share-accounts.
holders who beneÑcially own interests in the Fund,

Distributor and Shareholder Servicing Agent. HCA such as participants in retirement plans and sharehold-
Securities, Inc. (the ""Distributor'') acts as the principal ers who invest through other Ñnancial intermediaries. In
underwriter and distributor of each Fund's shares and these cases, the Fund will not pay fees to these
continually oÅers shares of the Funds pursuant to a unaÇliated third parties in amounts which would be
distribution agreement approved by the Trustees. greater than the costs which would be incurred if the
David G. Van Hooser, James M. Williams and Con- Shareholder Servicing Agent were to perform those
stance L. Souders are Directors of the Distributor. services on behalf of the shareholders itself.
Mr. Williams is President and Ms. Souders is Vice
President and Secretary of the Distributor. The Distrib-

Distribution Plans
utor is a Delaware corporation, a registered broker-
dealer and a wholly owned subsidiary of the Adviser. The Trust has adopted distribution plans pursuant to

Rule 12b-1 under the 1940 Act with respect to eachHarbor Fund has authorized one or more brokers to
Fund's Retirement Class shares and Investor Classaccept on its behalf purchase and redemption orders.
shares (collectively the ""Plans''). Each Fund, pursuantThese brokers are authorized to designate other in-
to the Plans, pays HCA Securities compensation at thetermediaries to accept purchase and redemption or-
annual rate of up to 0.25% of the average daily netders on Harbor Fund's behalf. Harbor Fund is deemed
assets of Retirement Class shares and of Investorto have received a purchase or redemption order when
Class shares.an authorized broker or, if applicable, the broker's

authorized designee, receives the order prior to the
All of the Plans compensate HCA Securities for the

close of regular trading on the New York Stock Ex-
purpose of Ñnancing any activity which is primarily

change. Shareholders' orders will be priced at the net
intended to result in the sale of Retirement and Investor

asset value per share next determined after they are
Class shares of the Funds. Such activities include, but

accepted in good order by an authorized broker or the
are not limited to, the following: printing of prospec-

broker's authorized designee.
tuses and statements of additional information and

Harbor Transfer, Inc. (the ""Shareholder Servicing reports for (other than existing shareholders) prospec-
Agent'') acts as the shareholder servicing agent for tive shareholders; overhead; preparation and distribu-
each Fund and in that capacity maintains certain Ñnan- tion of advertising material and sales literature;
cial and accounting records of the Funds. Its mailing expenses of organizing and conducting sales seminars;
address is P.O. Box 10048, Toledo, Ohio 43699-0048. supplemental payments to dealers and other institutions
The Shareholder Servicing Agent is a Delaware corpo- such as asset-based sales charges or as payments of
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service fees under shareholder service arrangements; that there is a reasonable likelihood that the Plans
and costs of administering each Plan. would beneÑt each class of the Funds and its respec-

tive shareholders.
Amounts payable by a Fund under the Plans need

The anticipated beneÑts that may result from thenot be directly related to the expenses actually incurred
Plans with respect to each Fund and/or the classes ofby HCA Securities on behalf of each Fund. The Plans
each Fund and/or the classes of each Fund and itsdo not obligate the Funds to reimburse HCA Securities
shareholders include but are not limited to the follow-for the actual expenses HCA Securities may incur in
ing: (1) lower brokerage costs; (2) relatively predict-fulÑlling its obligations under the Plans. Thus, even if
able Öow of cash; and (3) a well-developed,HCA Securities' actual expenses exceed the fee paya-
dependable network of shareholder service agents toble to HCA Securities at any given time, the Funds will
help to curb sharp Öuctuations in rates of redemptionsnot be obligated to pay more than that fee. If HCA
and sales, thereby reducing the chance that an unan-Securities' expenses are less than the fee it receives,
ticipated increase in net redemptions could adverselyHCA Securities will retain the full amount of the fee.
aÅect the performance of each Fund.

HCA Securities may from time to time waive or
Unless terminated earlier in accordance with theirreduce any portion of its 12b-1 fee for Retirement Class

terms, the Plans continue from year to year as long asshares and Investor Class shares. Voluntary fee waiv-
such continuance is speciÑcally approved, in person, aters or reductions may be rescinded at any time without
least annually by the Board of Trustees, including afurther notice to investors. During periods of voluntary
majority of the Rule 12b-1 Trustees. A Plan may befee waivers or reductions, HCA Securities will retain its
terminated as to any Fund or class by the vote of aability to be reimbursed for such fee prior to the end of
majority of the Rule 12b-1 Trustees or, with respect toeach Ñscal year.
a particular class, by the vote of a majority of the

Selected dealers and other institutions entitled to outstanding voting securities of that class.
receive compensation for selling Fund shares may re-

Any change in the Plans that would increase materi-ceive diÅerent compensation for selling shares of one
ally the distribution expenses paid by the applicableparticular class over another. Under the Plans, certain
class requires shareholder approval; otherwise, theÑnancial institutions which have entered into service
Plans may be amended by the trustees, including aagreements and which sell shares of the Funds on an
majority of the Rule 12b-1 Trustees, by votes cast inagency basis, may receive payments from the Funds
person at a meeting called for the purpose of votingpursuant to the respective Plans.
upon such amendment. As long as the Plans are in

Payments for distribution and service fees are ac- eÅect, the selection or nomination of the Independent
crued daily and may not exceed 0.25% per annum of Trustees is committed to the discretion of the Indepen-
daily net assets attributable to Retirement Class shares dent Trustees.
and Investor Class shares, respectively. Expense in-

Code of Ethics. Harbor Fund, the Adviser, the Dis-curred by HCA Securities under the Plans may not be
tributor and each Subadviser have each adopted acarried forward for reimbursement by the Retirement
code of ethics which complies in all material respectsClass shares or Investor Class shares of a Fund beyond
with Rule 17j-1 under the Investment Company Act.12 months from the date such expenses were incurred.
These codes of ethics are designed to prevent trust-

Payments pursuant to the Plans are subject to any ees/directors, oÇcers and designated employees
applicable limitations imposed by rules of the National (""Access Persons'') who have access to information
Association of Securities Dealers, Inc. (""NASD''). concerning portfolio securities transactions of Harbor

As required by Rule 12b-1, the Plans and related Fund from using that information for their personal
forms of shareholder service agreements were ap- beneÑt or to the disadvantage of Harbor Fund. The
proved by the Board of Trustees, including a majority of codes of ethics do permit Access Persons to engage in
the trustees who are not ""interested persons'' (as personal securities transactions for their own account,
deÑned in the 1940 Act) of the Trust and who have no including securities which may be purchased or held by
direct or indirect Ñnancial interest in the operation of Harbor Fund, but impose signiÑcant restrictions on
the Plans or in any agreements related to the Plans such transactions and require Access Persons to report
(the ""Rule 12b-1 Trustees''). In approving the Plans in all of their personal securities transactions (except for
accordance with the requirements of Rule 12b-1, the transactions in certain securities where the potential for
trustees considered various factors and determined a conÖict of interest is very low such as open-end
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mutual fund shares and money market instruments). trading activities of the Subadviser's personnel to each
Each of the codes of ethics are on public Ñle with and Subadviser. Each Subadviser provides Harbor Fund's
are available from the Securities and Exchange Board of Trustees with a quarterly certiÑcation of the
Commission. Subadviser's compliance with its code of ethics and

with Rule 17j-1 and a report of any signiÑcant violationsBecause each Subadviser is an entity not otherwise
of its code.aÇliated with Harbor Fund or the Adviser, the Adviser

has delegated responsibility for monitoring the personal

PORTFOLIO TRANSACTIONS

The Subadvisers are responsible for making specific the greater commission is reasonable relative to the
decisions to buy and sell securities for the respective value of the brokerage and research services provided
Funds that they manage. They are also responsible for by the executing broker-dealer viewed in terms of
selecting brokers and dealers to effect these transactions either a particular transaction or the Adviser's or
and negotiating, if possible, brokerage commissions and Subadviser's overall responsibilities to the Funds or to
dealers' charges. its other clients. The term ""brokerage and research

services" includes advice as to the value of securities,Purchases and sales of securities on a securities ex-
the advisability of investing in, purchasing or sellingchange are effected by brokers, and the Funds pay a
securities, and the availability of securities or of pur-brokerage commission for this service. In transactions on

stock exchanges in the United States, these commis- chasers or sellers of securities, furnishing analyses and
sions are negotiated, whereas on many foreign stock reports concerning issuers, industries, securities, eco-
exchanges the commissions are fixed. In the over-the- nomic factors and trends, portfolio strategy and the
counter market, securities (e.g., debt securities) are performance of accounts, and eÅecting securities
normally traded on a ""net'' basis with dealers acting as transactions and performing functions incidental
principal for their own accounts without a stated commis- thereto such as clearance and settlement.
sion, although the price of the securities usually includes

Although commissions paid on every transaction will,a profit to the dealer. In underwritten offerings, securities
in the judgment of the Adviser or the Subadviser, beare purchased at a fixed price which includes an amount
reasonable in relation to the value of the brokerageof compensation to the underwriter, generally referred to
services provided, commissions exceeding thoseas the underwriter's concession or discount. On occa-
which another broker might charge may be paid tosion, certain money market instruments may be pur-
broker-dealers who were selected to execute transac-chased directly from an issuer, in which case no
tions on behalf of the Funds and the Adviser's orcommissions or discounts are paid.
Subadviser's other clients in part for providing adviceThe primary consideration in placing portfolio secur-
as to the availability of securities or of purchasers ority transactions with broker-dealers for execution is to
sellers of securities and services in eÅecting securitiesobtain and maintain the availability of execution at the
transactions and performing functions incidentalmost favorable prices and in the most eÅective manner
thereto such as clearance and settlement.possible. The Adviser and each Subadviser attempt to

Research provided by brokers is used for the beneÑtachieve this result by selecting broker-dealers to execute
of all of the clients of the Adviser or a Subadviser andportfolio transactions on behalf of each Fund and other
not solely or necessarily for the beneÑt of the Funds.clients on the basis of the broker-dealers' professional
The Adviser's and each Subadviser's investment man-capability, the value and quality of their brokerage
agement personnel attempt to evaluate the quality ofservices and the level of their brokerage commissions.
research provided by brokers. Results of this eÅort areUnder each Investment Advisory Agreement and
sometimes used by the Adviser or a Subadviser as aSubadvisory Contract and as permitted by Sec-
consideration in the selection of brokers to executetion 28(e) of the Securities Exchange Act of 1934, the
portfolio transactions.Adviser or a Subadviser may cause a Fund to pay a

commission to broker-dealers who provide brokerage In certain instances there may be securities which
and research services to the Adviser or the Subadviser are suitable for a Fund's portfolio as well as for that of
for eÅecting a securities transaction for a Fund. Such another Fund or one or more of the other clients of the
commission may exceed the amount other broker- Adviser or a Subadviser. Investment decisions for a
dealers would have charged for the transaction, if the Fund and for the Adviser's or Subadviser's other clients
Adviser or the Subadviser determines in good faith that are made with a view to achieving their respective
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investment objectives. It may develop that a particular valued at $68,815; the securities of BNP Paribas, an
security is bought or sold for only one client even aÇliate of BNP Capital Markets, were valued at
though it might be held by, or bought or sold for, other $52,681; the securities of Credit Suisse Group, an
clients. Likewise, a particular security may be bought aÇliate of CS First Boston, were valued at $24,171;
for one or more clients when one or more other clients the securities of Deutsche Bank AG were valued at
are selling that same security. Some simultaneous $41,837; the securities of UBS AG, an aÇliate of UBS
transactions are inevitable when several clients receive Warburg, were valued at $65,112; and the securities
investment advice from the same investment adviser, of ING Groep NV, an aÇliate of ING Baring, were
particularly when the same security is suitable for the valued at $79,676.
investment objectives of more than one client. When ▪ Harbor Global Equity Fund Ì the securities of
two or more clients are simultaneously engaged in the Bank of America Corp. were valued at $83; the
purchase or sale of the same security, the securities securities of HSBC Holdings were valued at $74; the
are allocated among clients in a manner believed to be securities of UBS AG, an aÇliate of UBS Warburg,
equitable to each. It is recognized that in some cases were valued at $59; the securities of Citigroup Inc.
this system could have a detrimental eÅect on the price were valued at $182; the securities of Goldman
or volume of the security in a particular transaction as Sachs Group Inc. were valued at $31; the securities
far as a Fund is concerned. Harbor Fund believes that of Merrill Lynch & Co. Inc. were valued at $13; and
over time its ability to participate in volume transactions the securities of Nomura Securities Co. Ltd. were
will produce better executions for the Funds. valued at $39.

The investment advisory fee that the Funds pay to ▪ Harbor Bond Fund Ì the securities of Credit Suisse
the Adviser will not be reduced as a consequence of First Boston, an aÇliate of CS First Boston, were
the Adviser's or Subadviser's receipt of brokerage and valued at $25,181; the securities of Solomon Smith
research services. To the extent a Fund's portfolio Barney Holdings, were valued at $5,372; the securi-
transactions are used to obtain such services, the ties of Morgan, Stanley, Dean Witter & Co. were
brokerage commissions paid by the Fund will exceed valued at $10,069; the securities of Merrill Lynch &
those that might otherwise be paid, by an amount Co. Inc. were valued at $12,433 and the securities of
which cannot be presently determined. Such services Bear Stearns were valued at $14,695.
would be useful and of value to the Adviser or a ▪ Harbor Money Market Fund Ì the securities of
Subadviser in serving both the Funds and other clients ABN Amro North America were valued at $6,004; the
and, conversely, such services obtained by the place- securities of Barclays Bank plc were valued at
ment of brokerage business of other clients would be $1,999; the securities of Chase Manhattan Bank were
useful to the Adviser or a Subadviser in carrying out its valued at $6,500; the securities of Morgan Stanley
obligations to the Funds. Group, Inc. were valued at $2,292; the securities of

Toronto Dominion Bank were valued at $7,000; theAs of October 31, 2001, the following securities
securities of Societe Generale North America Inc.($000s) of regular brokers or dealers, or their parents,
were valued at $5,972; the securities of State Streetwith which the Funds regularly conduct business were
Corp. were valued at $7,000; and the securities ofheld by:
UBS Finance Inc. were valued at $6,000.

▪ Harbor Capital Appreciation Fund Ì the securities
The Funds did not engage in any transactionsof Morgan, Stanley, Dean Witter & Co. were valued at

through aÇliated brokers during the past three Ñscal$71,973; the securities of Citigroup Inc. were valued
years.at $247,300; the securities of Goldman Sachs Group

Inc. were valued at $78,332; and the securities of Harbor Money Market Fund paid no brokerage com-
Merrill Lynch & Co. Inc. were valued at $47,552. missions during the past three Ñscal years.

▪ Harbor Large Cap Value Fund Ì the securities of
Citigroup were valued at $4,862.

▪ Harbor International Fund Ì the securities of ABN
Amro Holdings NV, an aÇliate of ABN Amro, were
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For the Ñscal years ended October 31, 2001, October 31, 2000 and October 31, 1999, each of the following
Funds paid brokerage commissions as follows ($ in thousands):

Total Brokerage Total Brokerage Commissions Paid
Commissions Paid to Brokers Who Provided Research

Fund 2001 2000 1999 Year ended 10/31/2001

DOMESTIC EQUITY

Harbor Capital Appreciation FundÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $12,515 $9,175 $5,450 $1,681

Harbor Mid Cap Growth Funda ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 19 N/A N/A 16

Harbor Growth Fundb ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 56 93 31 29

Harbor Small Cap Growth Funda,bÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 24 N/A N/A 2

Harbor Large Cap Value FundÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 424 393 485 95

Harbor Mid Cap Value Fundc ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A N/A

Harbor Small Cap Value Fundd ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A N/A

INTERNATIONAL EQUITY

Harbor International Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,272 1,989 1,797 2,272

Harbor International Fund IIeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 189 433 410 189

Harbor International Growth Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,969 6,843 3,636 2,597

Harbor Global Equity Fundf ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29 N/A N/A 7

FIXED INCOME

Harbor Bond Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 279 113 89 5

Harbor Short Duration Fund ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 24 42 26 -0-

a Commenced operations on November 1, 2000.
b On October 31, 2002, Harbor Small Cap Growth Fund was merged with and into Harbor Growth Fund. Harbor Growth Fund was renamed

""Harbor Small Cap Growth Fund'' immediately following the merger.
c Commenced operations on March 1, 2002.
d Commenced operations on December 14, 2001.
e On October 31, 2002, Harbor International Fund II was merged with and into Harbor International Fund.
f Commenced operations on February 1, 2001.

NET ASSET VALUE

The net asset value per share of each Fund is between the last bid and the asked prices;
determined by the Funds' Custodian after the close of (c) securities listed or traded on foreign exchanges
regular trading on the New York Stock Exchange (nor- (including foreign exchanges whose operations are
mally 4 p.m., Eastern time) on each day when the New similar to the U.S. over-the-counter market) are valued
York Stock Exchange is open for trading. If the Ex- at the last sale price on that exchange on the valuation
change closes early, determination of net asset value day or, if no sale occurs, at the oÇcial bid price (both
will be accelerated to that time. The New York Stock the last sale price and the oÇcial bid price are deter-
Exchange is generally closed on the following holidays: mined as of the close of the London Stock Exchange);
New Year's Day, Martin Luther King Jr. Day, Presidents' (d) debt securities are valued at prices supplied by a
Day, Good Friday, Memorial Day, Independence Day, pricing agent selected by the Adviser or Subadviser,
Labor Day, Thanksgiving Day and Christmas Day. which prices reÖect broker/dealer-supplied valuations

and electronic data processing techniques if those
Portfolio securities of each Fund, except Harbor prices are deemed by the Adviser or Subadviser to be

Money Market Fund, are valued as follows: (a) stocks representative of market values at the close of busi-
which are traded on any U.S. stock exchange or the ness of the New York Stock Exchange; (e) options and
National Association of Securities Dealers NASDAQ futures contracts are valued at the last sale price on the
System (""NASDAQ'') are valued at the last sale price market where any such option or futures contract
on that exchange or NASDAQ on the valuation day or, if is principally traded; (f) forward foreign currency
no sale occurs, at the mean between the closing bid exchange contracts are valued at their respective
and closing asked price; (b) over-the-counter stocks fair market values determined on the basis of the
not quoted on NASDAQ are valued at the last sale price mean between the last current bid and asked prices
on the valuation day or, if no sale occurs, at the mean based on quotations supplied to a pricing service by
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independent dealers; and (g) all other securities and liabilities expressed in foreign currencies will be con-
other assets, including debt securities, for which prices verted into U.S. dollar values at the mean between the
are supplied by a pricing agent but are not deemed by buying and selling rates of such currencies against U.S.
the Adviser or Subadviser to be representative of mar- dollars last quoted by any major bank. If such quota-
ket values, or for which prices are not available, but tions are not available, the rate of exchange will be
excluding money market instruments with a remaining determined in good faith by or under procedures estab-
maturity of 60 days or less and including restricted lished by the Trustees.
securities and securities for which no market quotation Trading in securities on European and Far Eastern
is available, are valued at fair value as determined in securities exchanges and over-the-counter markets is
good faith by the Trustees, although the actual normally completed well before the close of business
calculation may be done by others. Money market on each business day in New York (i.e., a day on which
instruments held by the Funds with a remaining matur- the New York Stock Exchange is open for trading). In
ity of 60 days or less will be valued by the amortized addition, European or Far Eastern securities trading
cost method. generally or in a particular country or countries may not

Portfolio securities of Harbor Money Market Fund are take place on all business days in New York. Further-
valued at their amortized cost, which does not take into more, trading takes place in Japanese markets on
account unrealized securities gains or losses. While certain Saturdays and in various foreign markets on
this method provides certainty in valuation, it may days which are not business days in New York and on
result in periods during which value, as determined by which the Funds' net asset values are not calculated.
amortized cost, is higher or lower than the price Harbor Such calculation does not take place contemporane-
Money Market Fund would receive if it sold the instru- ously with the determination of the prices of the major-
ment. During periods of declining interest rates, the ity of the portfolio securities used in such calculation.
quoted yield on shares of Harbor Money Market Fund Events aÅecting the values of portfolio securities that
may tend to be higher than a like computation made by occur between the time their prices are determined and
a fund with identical investments utilizing a method of the close of the regular trading on the New York Stock
valuation based upon market prices and estimates of Exchange will not be reÖected in the Funds' calculation
market prices for all of its portfolio instruments. Thus, if of net asset values unless the Fund's valuation commit-
the use of amortized cost by Harbor Money Market tee deems that the particular event would materially
Fund resulted in a lower aggregate portfolio value on a aÅect net asset value, in which case an adjustment will
particular day, a prospective investor in Harbor Money be made.
Market Fund would be able to obtain a somewhat The proceeds received by each Fund for each issue
higher yield if he or she purchased shares of Harbor or sale of its shares, and all net investment income,
Money Market Fund on that day, than would result from realized and unrealized gain and proceeds thereof,
investment in a fund utilizing solely market values, and subject only to the rights of creditors, will be speciÑ-
existing investors in Harbor Money Market Fund would cally allocated to such Fund and constitute the underly-
receive less investment income. The converse would ing assets of that Fund. The underlying assets of each
apply in a period of rising interest rates. Fund will be segregated on the books of account, and

Portfolio securities traded on more than one U.S. will be charged with the liabilities in respect to such
national securities exchange or foreign securities ex- Fund and with a share of the general liabilities of Harbor
change are valued at the last sale price on the business Fund. Expenses with respect to any two or more Funds
day as of which such value is being determined at the are to be allocated in proportion to the net asset values
close of the exchange representing the principal mar- of the respective Funds except where allocations of
ket for such securities. The value of all assets and direct expenses can otherwise be fairly made.

PERFORMANCE AND YIELD INFORMATION

From time to time, quotations of Harbor Money Mar- simple interest rates. Yield is calculated by deter-
ket Fund's ""yield'' and ""eÅective yield'' may be in- mining the net change, exclusive of capital
cluded in advertisements and communications to changes, in the value of a hypothetical preexisting
shareholders. These performance Ñgures are calcu- account having a balance of one share at the
lated in the following manner: beginning of the period, subtracting a hypothetical

charge reÖecting deductions from shareholder ac-A. YieldÌthe net annualized yield based on
counts, and dividing the diÅerence by the value ofa speciÑed 7-calendar day period calculated at
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the account at the beginning of the base period to As described above, yield and eÅective yield are
obtain the base period return. The yield is based on historical earnings and are not intended to
annualized by multiplying the base period return indicate future performance. Yield and eÅective yield
by 365/7. The yield Ñgure is stated to the nearest will vary based on changes in market conditions and
hundredth of one percent. The yield of Harbor the level of expenses.
Money Market Fund for the seven-day period

The average annual total return of each Fund is
ended October 31, 2001 was 2.46%.

determined for a particular period by calculating the
actual dollar amount of the investment return on aB. EÅective YieldÌthe net annualized yield
$1,000 investment in the Fund made at the maximumfor a speciÑed 7-calendar day period assuming a
public oÅering price (i.e., net asset value) at thereinvestment of dividends (compounding). EÅec-
beginning of the period, and then calculating the an-tive yield is calculated by the same method as
nual compounded rate of return which would produceyield except that the base period return is com-
that amount. Total return for a period of one year ispounded by adding 1, raising the sum to a power
equal to the actual return of the Fund duringequal to 365 divided by 7, and subtracting 1 from
that period. This calculation assumes that all dividendsthe result, according to the following formula:
and distributions are reinvested at net asset value onEÅective Yield • ®(Base Period Return ° 1)
the reinvestment dates during the period.365/7© ¿ 1. The eÅective yield of Harbor Money

Market Fund for the seven-day period ended
October 31, 2001 was 2.49%.

The performance of the retirement class and investor class shares are based upon the performance of the
respective fund's institutional class shares and adjusted to reÖect higher fees and expenses. The total returns for
each Fund, including after-tax total returns, for the one-year period, Ñve-year period, ten-year period or life of fund to
October 31, 2001, were as follows:

10-Years
or Since

Fund 1-Year 5-Years Inceptiona

DOMESTIC EQUITY

Harbor Capital Appreciation Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó35.23% 11.15% 14.42%
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó37.22 8.73 12.27
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó18.66 9.30 11.88

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó35.39 10.88 14.13

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó35.51 10.68 13.93

Harbor Mid Cap Growth Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó43.60 N/A Ó43.60
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó43.60 N/A Ó43.60
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó26.55 N/A Ó26.55

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó43.74 N/A Ó43.74

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó43.84 N/A Ó43.84

Harbor Small Cap Growth Fundb

Institutional Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó2.80 N/A Ó2.80
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó2.80 N/A Ó2.80
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó1.71 N/A Ó1.71

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó3.04 N/A Ó3.04

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó3.22 N/A Ó3.22
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10-Years
or Since

Fund 1-Year 5-Years Inceptiona

DOMESTIC EQUITY Ì Continued

Harbor Large Cap Value Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó3.20% 9.84% 11.58%
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó4.42 4.92 7.52
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó1.94 5.69 7.61

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó3.44 9.57 11.31

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó3.62 9.37 11.11

Harbor Mid Cap Value Fundc

Institutional Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

Harbor Small Cap Value Fundd

Institutional Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A N/A

INTERNATIONAL EQUITY

Harbor International Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó16.40 5.59 9.97
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó18.50 3.88 8.75
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó7.71 4.47 8.26

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó16.60 5.33 9.70

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó16.76 5.14 9.50

Harbor International Growth Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó45.53 Ó6.06 1.67
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó47.37 Ó7.38 0.71
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó25.96 Ó4.28 1.65

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó45.66 Ó6.30 1.42

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ó45.76 Ó6.47 1.23
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10-Years
or Since

Fund 1-Year 5-Years Inceptiona

INTERNATIONAL EQUITY Ì Continued

Harbor Global Equity Funde

Institutional Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A Ó26.10%
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A Ó26.10
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A Ó15.89

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A Ó26.24

Investor Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A Ó26.34

FIXED INCOME

Harbor Bond Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 15.35% 8.39% 8.60
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13.18 5.72 5.71
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.37 5.43 5.54

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 15.06 8.12 8.33

Harbor Short Duration Fund
Institutional Class

Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.73 5.97 5.62
Return After Taxes on Distributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5.50 3.48 2.85
Return After Taxes on Distributions and Sale of Fund Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.66 3.51 3.07

Retirement Class
Return Before TaxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.47 5.71 5.36

Harbor Money Market Fund
Institutional Class ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.83 5.19 4.65
Retirement Class ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.57 4.93 4.39
a Inception dates for Harbor Short Duration Fund, 01/01/1992; Harbor International Growth Fund, 11/01/1993; Harbor Mid Cap Growth Fund

and Harbor Small Cap Growth Fund, 11/01/2000; Harbor Small Cap Value Fund, 12/14/2001; Harbor Global Equity Fund, 02/01/2001;
Harbor Mid Cap Value Fund, 03/01/2002; and all other Funds, 12/29/1987.

b On October 31, 2002, Harbor Small Cap Growth Fund (HSCGF) was merged with and into Harbor Growth Fund (HGF). HGF was renamed
""Harbor Small Cap Growth Fund'' immediately following the merger. HSCGF was the accounting survivor of the merger, therefore, HGF is
using the historical performance record of HSCGF for periods prior to the merger.

c Commenced operations on March 1, 2002.
d Commenced operations on December 14, 2001.
e Commenced operations on February 1, 2001.

The performance data quoted represents historical redemption and adding the beneÑts, if any, from capital
performance and the investment return and principal losses resulting from the redemption. The highest fed-
value of an investment will Öuctuate so that an inves- eral individual capital gains rate for each type of gain
tor's shares, when redeemed, may be worth more or (e.g., short-term or long-term) in eÅect on the date of
less than original cost. For average annual total return the redemption is used to determine the net taxes due
calculations which reÖect the payment of taxes, the on the redemption. The applicable tax rates used for
highest individual marginal federal income tax rates in determining taxes on distributions and redemptions
eÅect on the date of reinvestment of the dividend is may vary over the measurement periods. State and
applied to each component of the distribution (e.g., local taxes are not considered in these calculations. In
ordinary income, short-term capital gain or long-term addition, the after-tax calculations disregard the eÅect
capital gain). No taxes are due on the portions of the of phase outs of certain exemptions, deductions and
distributions which are classiÑed as exempt interest or credits at various income levels, and the impact of the
which are non-taxable, such as returns of capital. When federal alternative minimum tax. Actual after-tax per-
calculating taxes on redemptions, a complete redemp- formance will diÅer depending on a shareholder's indi-
tion at the end of the 1-, 5- or 10-year periods is vidual circumstances.
assumed and net redemption proceeds are determined

The yield of each Fund, except Harbor Money Market
by subtracting capital gains taxes resulting from the

Fund, is computed by dividing its net investment income
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earned during a recent thirty-day period by the product of ranking services and publications of general interest.
the average daily number of shares outstanding and enti- For example, these services or publications may in-
tled to receive dividends during the period and maximum clude Morningstar, Lipper Analytical Services, Inc.,
oÅering price (i.e., net asset value) per share on the last Schabacker's Total Investment Service, CDA Technolo-
day of the period. The results are compounded on a bond gies, SEI, Frank Russell Trust, Barron's Business Week,
equivalent (semiannual) basis and then annualized. Net Changing Times, Donoghue's Money Fund Report, The
investment income per share is equal to the Fund's Financial Times, Financial World, Forbes, Investor's
dividends and interest earned during the period, reduced Daily, Money, Morningstar Mutual Funds, Personal
by accrued expenses for the period. Because yield Investor, The Economist, The Wall Street Journal,
accounting methods diÅer from the methods used for Individual Investor, Louis Rukeyser's Wall Street, Finan-
other accounting purposes, a Fund's yield may not cial World, and USA Today. These ranking services and
equal the income paid to a shareholder's account or publications rank the performance of the Funds against
the income reported in a Fund's Ñnancial statements. all other funds over speciÑed periods and against funds

in speciÑed categories.
For the 30-day period ended October 31, 2001, the

The Funds may also either include presentations of,yield of Harbor Bond Fund was 5.86%. If there had
or may compare their performance to, a recognizedbeen no reduction of fees, the yield of Harbor Bond
stock or bond index, including, but not limited to, theFund would have been 5.65% for the 30-day period
Morgan Stanley Capital International Europe, Austral-ended October 31, 2001.
asia and Far East (EAFE), EAFE Growth, MSCI World,

For the 30-day period October 31, 2001, the yield of Standard & Poor's 500, Russell 2000» Growth, Russell
Harbor Short Duration Fund was 4.68%. If there had Midcap» Growth, Russell Midcap» Value, Russell
been no reduction of fees, the yield of Harbor Short 1000» Value, Russell 2000» Value, Lehman Brothers
Duration Fund would have been 4.48% for the 30-day Aggregate and Salomon Treasury 1 YR CMI. The com-
period ended October 31, 2001. parative material found in advertisements, sales litera-

ture, or in reports to shareholders may contain past or
Performance Comparisons present performance ratings. This is not to be consid-

ered representative or indicative of future results orThe Funds may compare their performance to other
future performance.mutual funds with similar investment objectives and to

the mutual fund industry as a whole, as quoted by

TAX INFORMATION

Each Fund is treated as a separate taxpayer for (and not treated as having been distributed) on a
federal income tax purposes. timely basis in accordance with annual minimum distri-

bution requirements. The Funds intend under normal
Each Fund has elected to be treated as a regulated

circumstances to seek to avoid liability for such tax by
investment company under Subchapter M of the Code,

satisfying such distribution requirements.
which requires meeting certain requirements relating to

Distributions from net investment income of Harborits sources of income, diversiÑcation of its assets, and
Capital Appreciation Fund, Harbor Growth Fund, Har-distribution of its income to shareholders and has
bor Large Cap Value Fund, Harbor Mid Cap GrowthqualiÑed as such for its taxable year ended October 31,
Fund, Harbor Mid Cap Value Fund, Harbor Small Cap2001. Each Fund intends to qualify as a regulated
Growth Fund and Harbor Small Cap Value Fund mayinvestment company for each taxable year. As a regu-
qualify in part for a 70% dividends-received deductionlated investment company, a Fund will not be subject
for corporations. The dividends-received deduction isto Federal income or excise taxes on its net investment
reduced to the extent that shares of the payor of theincome and net realized capital gains to the extent
dividend or a Fund are treated as debt-Ñnanced undersuch income and gains are distributed to its sharehold-
the Code and is eliminated if such shares are deemeders in accordance with the timing and other require-
to have been held for less than a minimum period,ments imposed by the Code. If a fund did not qualify as
generally 46 days, extending before and after eacha regulated investment company, it would be treated
dividend. Amounts eligible for the deduction may stillas a U.S. corporation subject to U.S. federal income
be subject to the federal alternative minimum tax andtax. Each Fund will be subject to a 4% nondeductible

federal excise tax on certain amounts not distributed
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may result in or increase a corporate shareholder's necessary to maintain its status as a regulated invest-
liability for the federal alternative minimum tax. ment company.

Due to certain adverse tax consequences, the FundsA Fund's dividends and distributions will be paid net of
do not intend, absent a change in applicable law, toany taxes required to be withheld under the Code,
acquire residual interests in REMICs.including ""backup'' and ""nonresident alien'' withholding

taxes. Certain dividends and distributions paid by a Fund A Fund's transactions involving options, futures con-
in January of a given year will be taxable to shareholders tracts, forward contracts, swaps, and short sales,
as if received on December 31 of the prior year. Distribu- including such transactions that may be treated as
tions of net investment income, certain net foreign cur- constructive sales of appreciated positions in a Fund's
rency gains, and any excess of net short-term capital gain portfolio and transactions that involve foreign exchange
over net long-term capital loss will be taxable to share- gain or loss, will be subject to special tax rules, the
holders as ordinary income. Distributions of the excess of eÅect of which may be to accelerate income to the
net long-term capital gain over net short-term capital loss Fund, defer Fund losses, cause adjustments in the
(taking into account any capital loss carryforwards used holding periods of securities, convert capital gain or
to offset net long-term or short-term capital gains) will be loss into ordinary income or loss or aÅect the treatment
taxable as long-term capital gains (generally taxable for as short-term or long-term of certain capital gains and
noncorporate shareholders at a maximum rate of 20%, or losses. These rules could therefore aÅect the amount,
in rare cases 25%, depending upon the source), regard- timing and character of distributions to shareholders
less of how long the shareholders have held their shares. and result in the recognition of income or gain without a
For U.S. federal income tax purposes, all dividends are corresponding receipt of cash. A Fund may therefore
taxable whether a shareholder receives them in cash or need to obtain cash from other sources in order to
reinvests them in additional shares of the distributing satisfy the applicable tax distribution requirements.
Fund. Shareholders subject to the information reporting

If any Fund that is permitted to acquire stock of requirements of the Code, including most non-corpo-
foreign corporations acquires an equity interest in a rate shareholders, are required to provide Harbor with
passive foreign investment company (PFIC), it could their social security or other taxpayer identiÑcation
become liable for U.S. federal income tax and addi- numbers and certain required certiÑcations. Harbor
tional interest changes upon the receipt of certain may refuse to accept an application or may be required
distributions from, or the disposition of its investment to withhold (as ""backup withholding'') 30% of reporta-
in, the PFIC, even if all such income or gain is timely ble payments, including dividends, capital gain distri-
distributed to its shareholders. Because any credit or butions and proceeds from the redemption or
deduction for this tax could not be passed through to exchange of shares (other than the redemption or
such Fund's shareholders, the tax would in eÅect exchange of shares of the Harbor Money Market Fund)
reduce the Fund's economic return from its PFIC if such numbers and certiÑcations are not provided, if a
investment. An election may generally be available to shareholder informs the Fund that backup withholding
these Funds that would ameliorate these adverse tax is currently applicable to the shareholder, or if the Fund
consequences. However, such an election could also is notiÑed by the Internal Revenue Service or a broker
require these Funds to recognize income (which would that a number provided is incorrect or that a
have to be distributed to the Funds' shareholders to shareholder is subject to backup withholding for failure to
avoid a tax on the Funds) without any distribution from report all taxable interest or dividend payments. Amounts
the PFIC of cash corresponding to such income and treated as ordinary dividends to non-U.S. persons (in-
could result in the treatment of capital gains as ordinary cluding foreign entities) may be subject to nonresident
income. alien withholding tax at a rate of up to 30%, and certain

other payments to such persons may be subject toThe federal income tax rules applicable to certain
backup withholding at a 30% rate.investments or transactions within each Fund are un-

clear in certain respects, and a Fund will be required to Provided that a Fund qualiÑes as a regulated invest-
account for these investments or transactions under tax ment company under the Code, such Fund will be
rules in a manner that, under certain circumstances, exempt from Delaware corporation income tax. As reg-
may affect the amount, timing or character of its distri- ulated investment companies, the Funds will also be
bution to shareholders. Each Fund will monitor these exempt from the Ohio corporation franchise tax and the
investments or transactions to seek to ensure that it Ohio tax on dealers in intangibles, although certain
continues to comply with the tax requirements reporting requirements, which have been waived in the
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past, may in the future have to be satisÑed as a will be treated as if such shares were sold by the
prerequisite for this Ohio tax exemption. shareholder on January 2, 2001 for a selling price equal

to the closing market price of the shares on such dateWithdrawals under the automatic withdrawal plan
and will be required to recognize any capital gains (butand exchanges under the automatic exchange plan
not losses) on such shares in taxable year 2001 (with-involve redemptions of Fund shares, which may have
out receiving any additional proceeds from a Fund) attax consequences for participants.
the current applicable capital gains rate. Electing

At the time of an investor's purchase of a Fund's shareholders will receive a new basis in such shares
shares, a portion of the purchase price may be attribu- equal to the closing market price of the shares on
table to realized or unrealized appreciation in the fund's January 2, 2001.
portfolio or undistributed taxable income of the Fund.

Different tax treatment, including penalties on certainConsequently, subsequent distributions by the Fund
excess contributions and deferrals, certain pre-with respect to these shares from such appreciation or
retirement and post-retirement distributions and certainincome may be taxable to such investor even if the net
prohibited transactions is accorded to accounts main-asset value of the investor's shares is, as a result of the
tained as qualified retirement plans. Shareholdersdistributions, reduced below the investor's cost for
should consult their tax advisers for more information.such shares and the distributions economically repre-

sent a return of a portion of the investment. Each of Harbor International Fund, Harbor International
Growth Fund and Harbor Global Equity Fund may beRedemptions and exchanges are taxable events for
subject to foreign withholding or other foreign taxes on itsshareholders that are subject to tax. Shareholders
income from foreign securities (possibly including, inshould consult their own tax advisers with reference to
some cases, capital gains) which would, if imposed,their individual circumstances to determine whether
reduce the yield on or return from those investments.any particular transaction in a Fund's shares is properly
Certain Funds may be eligible to elect to pass certain oftreated as a sale for tax purposes, as the following
such taxes as related foreign tax credits or deductionsdiscussion assumes, and the tax treatment of any
through to shareholders. The availability of such credits orgains or losses recognized in such transactions. Any
deductions is subject to certain requirements, restrictionsloss realized by a shareholder upon the redemption,
and limitations under the Code. Other Funds may also beexchange or other disposition of shares with a tax
subject to foreign taxes with respect to their foreignholding period of six months or less will be treated as a
investments but generally will not be eligible to make thislong-term capital loss to the extent of any amounts
election. Certain foreign exchange gains and losses real-treated as distributions of long-term capital gain with
ized by a Fund may be treated as ordinary income andrespect to such shares.
losses. Investment by any Fund in zero coupon, stripped

All or a portion of any loss realized on a redemption or
or certain other securities with original issue discount or

other disposition of shares may be disallowed under tax
market discount could require the Fund to liquidate in-

rules relating to wash sales in the event of other
vestments under disadvantageous circumstances to gen-

investments in such Fund within a period of 61 days
erate cash or may have to leverage itself by borrowing the

beginning 30 days before and ending 30 days after a
cash to satisfy distribution requirements.

redemption or other disposition of shares.
At October 31, 2001, Harbor Capital AppreciationFor taxable year 2001, certain shareholders that are

Fund had capital loss carryforwards (in thousands) ofindividuals or pass-through entities (but not corporate
approximately $1,535,346, which may be available toshareholders) who purchased Fund shares (other than
offset future realized capital gains, if any, and will expirein Harbor Money Market Fund) prior to January 1, 2001
on October 31, 2009.and who hold such Fund shares as capital assets may

be eligible to make an irrevocable U.S. Federal income At October 31, 2001, Harbor Mid Cap Growth Fund
tax election on their 2001 Federal income tax returns had capital loss carryforwards (in thousands) of ap-
that would reduce the applicable Federal capital gains proximately $2,096, which may be available to offset
rate that would be applied to such shares on the future future realized capital gains, if any, and will expire on
redemption or other disposition of the shares from 20% October 31, 2009.
to 18%, provided that the shareholder does not redeem
or otherwise dispose of such shares for more than Ñve At October 31, 2001, Harbor Growth Fund had capital
years from the eÅective date of the election. However, loss carryforwards (in thousands) of approximately
if a shareholder makes this election, the shareholder $11,022, which may be available to offset future realized
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capital gains, if any, and will expire on October 31, $2,216, $2,223 and $1,654 will expire on October 31,
2009. 2002, October 31, 2004, October 31, 2005, October 31,

2007 and October 31, 2008, respectively.
At October 31, 2001, Harbor Small Cap Growth Fund

had capital loss carryforwards (in thousands) of ap- The foregoing discussion relates solely to U.S. federal
proximately $606, which may be available to offset income tax law for shareholders who are U.S. persons
future realized capital gains, if any, and will expire on (i.e., U.S. citizens or residents and U.S. domestic corpo-
October 31, 2009. rations, partnerships, trusts or estates) and who are

subject to tax under such law. The discussion does not
At October 31, 2001, Harbor Large Cap Value Fund

address special tax rules which may be applicable to
had capital loss carryforwards (in thousands) of ap-

certain classes of investors, such as tax-exempt or tax-
proximately $12,600, which may be available to offset

deferred plans, accounts or entities, insurance compa-
future realized capital gains, if any, and will expire on

nies, and financial institutions. Dividends, capital gain
October 31, 2009.

distributions, and ownership of or gains realized on the
At October 31, 2001, Harbor International Growth exchange or redemption of shares of the Funds may

Fund had capital loss carryforwards (in thousands) of also be subject to state, local or foreign taxes. In some
approximately $371,462, which may be available to states, a state and/or local tax exemption may be
offset future realized capital gains, if any, and will expire available to the extent distributions of a Fund are attribu-
on October 31, 2009. table to the interest it receives on (or in the case of

intangible property taxes, the value of its assets is
At October 31, 2001, Harbor Global Equity Fund had

attributable to) direct obligations of the U.S. govern-
capital loss carryforwards (in thousands) of approxi-

ment, provided that in some states certain thresholds for
mately $956, which may be available to offset future

holdings of such obligations and/or reporting require-
realized capital gains, if any, and will expire on Octo-

ments are satisfied. The Funds will not seek to satisfy
ber 31, 2009.

any threshold or reporting requirement that may apply in
At October 31, 2001 Harbor Short Duration Fund particular taxing jurisdictions. Shareholders should con-

had capital loss carryforwards (in thousands) of ap- sult their own tax advisers as to the federal, state or
proximately $20,813, which may be available to offset local tax consequences of ownership of shares of the
future realized capital gains, if any; $13,538, $1,182, Fund in their particular circumstances.

ORGANIZATION AND CAPITALIZATION

General. Harbor Fund is an open-end investment to classify and reclassify any new or existing series of
company established as a Massachusetts business trust shares into one or more classes.
in 1986 and reorganized as a Delaware business trust in

Unless otherwise required by the Investment Com-1993. Each share represents an equal proportionate
pany Act or the Agreement and Declaration of Trustinterest in the Fund to which it relates with each other
(the ""Declaration of Trust''), Harbor has no intention ofshare in that Fund. Shares entitle their holders to one
holding annual meetings of shareholders. Shareholdersvote per share. Shares have noncumulative voting
may remove a Trustee by the affirmative vote of at leastrights, do not have preemptive or subscription rights
two-thirds of the Trust's outstanding shares and theand are transferable. Pursuant to the Investment
Trustees shall promptly call a meeting for such purposeCompany Act, shareholders of each Fund are required
when requested to do so in writing by the record holdersto approve the adoption of any investment advisory
of not less than 10% of the outstanding shares of theagreement relating to such Fund and of any changes in
Trust. Shareholders may, under certain circumstances,fundamental investment restrictions or policies of such
communicate with other shareholders in connection withFund. Pursuant to an exemptive order granted by the
requesting a special meeting of shareholders. However,SEC, shareholders are not required to vote to approve
at any time that less than a majority of the Trusteesa new or amended subadvisory agreement. Shares of a
holding office were elected by the shareholders, theFund will be voted with respect to that Fund only,
Trustees will call a special meeting of shareholders forexcept for the election of Trustees and the ratiÑcation
the purpose of electing Trustees.of independent accountants. The Trustees are empow-

ered, without shareholder approval, by the Agreement Shareholder and Trustee Liability. Harbor is organ-
and Declaration of Trust (the ""Declaration of Trust'') ized as a Delaware business trust, and, under
and By-Laws to create additional series of shares and Delaware law, the shareholders of such a trust are not
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generally subject to liability for the debts or obligations mistakes of fact or law, but nothing in the Declaration of
of the trust. Similarly, Delaware law provides that none Trust protects a Trustee against any liability to which
of the Funds will be liable for the debts or obligations of he or she would otherwise be subject by reason of
any other Fund. However, no similar statutory or other willful misfeasance, bad faith, gross negligence, or
authority limiting business trust shareholder liability reckless disregard of the duties involved in the conduct
exists in many other states. As a result, to the extent of his or her oÇce.
that a Delaware business trust or a shareholder is

As of July 15, 2002, the Owens-Illinois 401(k) Trust
subject to the jurisdiction of courts in such other states,

owned beneÑcially and of record 31% of the outstand-
the courts may not apply Delaware law and may

ing shares of beneÑcial interest of Harbor Growth Fund;
thereby subject the Delaware business trust sharehold-

Charles Schwab & Co., Inc. owned beneÑcially and of
ers to liability. To guard against this risk, the Declara-

record 29% of the outstanding shares of beneÑcial
tion of Trust contains an express disclaimer of

interest of Harbor Mid Cap Growth Fund; Harbor Capi-
shareholder liability for acts or obligations of Harbor.

tal Advisors, Inc. owned beneÑcially and of record 41%
Notice of such disclaimer will normally be given in each

and 69% of the outstanding shares of beneÑcial inter-
agreement, obligation or instrument entered into or

est of Harbor Mid Cap Value Fund and Harbor Global
executed by Harbor or the Trustees. The Declaration of

Equity Fund, respectively; and the Harbor Capital
Trust provides for indemniÑcation by the relevant Fund

Group Trust for DeÑned BeneÑt Plans owned beneÑ-
for any loss suÅered by a shareholder as a result of an

cially and of record 42% of the outstanding shares of
obligation of the Fund. The Declaration of Trust also

beneÑcial interest of Harbor Short Duration Fund. Al-
provides that Harbor shall, upon request, assume the

though all shareholders reserve the right to terminate
defense of any claim made against any shareholder for

their investments in any of the Funds at any time in the
any act or obligation of Harbor and satisfy any judg-

future, the Owens-Illinois 401(k) Trust and the Harbor
ment thereon. The Trustees believe that, in view of the

Capital Group Trust for DeÑned BeneÑt Plans have no
above, the risk of personal liability of shareholders is

present intention of doing so.
remote.

The Declaration of Trust further provides that the
Trustees will not be liable for errors of judgment or
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As of July 15, 2002, each of the following persons or entities beneÑcially owned 5% or more of the voting
securities of the Institutional Class of each such Fund. Except as noted, the address of each such beneÑcial owner is
One SeaGate, Toledo, Ohio 43666.

DOMESTIC EQUITY

Harbor Harbor Harbor Harbor Harbor Harbor
Capital Mid Cap Harbor Small Cap Large Cap Mid Cap Small Cap

Appreciation Growth Growth Growth Value Value Value
Name of Owner Fund Fund Fund Fund Fund Fund Fund

AGL Life Assurance Company
FBO VA0001117
610 W Germantown Pike Suite 460
Plymouth Meeting, PA 19462 ÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì Ì Ì Ì 5%

Bank of New York
HCR Manor Care Inc
Trst 401k Plan
3 Manhattanville Rd Ste 103
Purchase, NY 10517ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 5% Ì Ì Ì Ì

Bankers Trust Co. TTEE
Kimble Glass, Inc. M/R/T PPL
Trst Mailstop 3048
Attn Ralph Morilla
100 Plaza One
Jersey City, NJ 07311-3999 ÏÏÏÏÏÏÏÏÏÏÏÏ Ì 6% Ì Ì Ì Ì Ì

Bankers Trust Co Trste
For HCR Master Ret Trust
DTD 8-1-91
Attn Ralph Morilla
100 Plaza One Mailstop 3048
Jersey City, NJ 07311-3999 ÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 6% Ì 7% Ì Ì

BDG & Co
Bingham Legg Advisors
Attn: Operations
45 Milk St 2nd Fl
Boston, MA 02109 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì 9% Ì Ì Ì

Charles Schwab & Co., Inc.
Special Custody Acct for Exclusive
BeneÑt of Cust Reinvest Acct
Attn Mutual Fund Dept
101 Montgomery Street
San Francisco, CA 94104-4122 ÏÏÏÏÏÏÏÏÏ 20% 29% 10% 21% Ì Ì 7%

Harbor Capital Advisors, Inc.ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 14% Ì Ì Ì 41% 24%

Thomas R. Moore
1170 5th Ave
New York, NY 10029 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì Ì Ì 5% Ì

National Financial Service Corp FBO
Exclusively Our Customers
Attn Mutual Funds
P.O. Box 3908
Church Street Station
New York, NY 10008-3908 ÏÏÏÏÏÏÏÏÏÏÏÏÏ 8% Ì Ì Ì Ì Ì Ì

National Investor Services Corp.
For Special Custody
Exclusive Ben of Shareholders
55 Water Str 32nd FL
New York, NY 10041-3299 ÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì Ì Ì Ì 7%
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DOMESTIC EQUITY

Harbor Harbor Harbor Harbor Harbor Harbor
Capital Mid Cap Harbor Small Cap Large Cap Mid Cap Small Cap

Appreciation Growth Growth Growth Value Value Value
Name of Owner Fund Fund Fund Fund Fund Fund Fund

Northern Trust Co
Community Memorial
Trst 26 31812
PO Box 92956
Chicago, IL 60675ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì 7% Ì Ì Ì

Northern Trust Co.
Liberty Mutual Employees
TRST Thrift Incentive Plan DV
P.O. Box 92956
Chicago, IL 60675ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì 7% Ì Ì Ì

Owens-Illinois 401(k) Trust ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 12% 31% Ì 43% 24% 6%

State Street Bank & Trust Co
3M Voluntary Investment Plan Tr
Trst Specialized Trust Services
105 Rosemont Ave
Westwood, MA 02090-2318 ÏÏÏÏÏÏÏÏÏÏÏÏ 6% Ì Ì Ì Ì Ì Ì
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INTERNATIONAL EQUITY

Harbor Harbor
Harbor Harbor International Global

International International Growth Equity
Name of Owner Fund Fund II Fund Fund

Archbishop Iakovos Leadership
One Hundred Endowment Fund, Inc.
George P. Kokalis TTEE
Constantine G Caras TTEE
8 East 79th St.
New York, NY 10021 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 6% Ì Ì

Bankers Trust Co. TTEE
Kimble Glass, Inc. M/R/T PPL
Trst Mailstop 3048
Attn Ralph Morilla
100 Plaza One
Jersey City, NJ 07311-3999ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì 15%

Charles Schwab & Co., Inc.
Special Custody Acct for Exclusive
BeneÑt of Cust Reinvest Acct
Attn Mutual Fund Dept
101 Montgomery Street
San Francisco, CA
94104-4122 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 23% 21% 16% Ì

Greek Orthodox Archdiocese of
America Pension Fund
George D Chelpon & Costas Sitaris TTEEs DTD 1-1-94
8 East 79th St
New York, NY 10021 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 5% Ì Ì

Harbor Capital Advisors, Inc. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì 69%
Macalester College

1600 Grand Ave
St. Paul, MN 55105-1899 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 6% Ì

National Financial Service Corp
FBO Exclusively Our Customers
Attn Mutual Funds
P.O. Box 3908
Church Street Station
New York, NY 10008-3908 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6% Ì 9% Ì

Saxon & Co.
Sarah Scaife
1212 400 70001 46
P.O. Box 7780 1888
Philadelphia, PA 19182 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 8% Ì Ì
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FIXED INCOME

Harbor Harbor
Harbor Short Money
Bond Duration Market

Name of Owner Fund Fund Fund

Bank of New York
HCR Manor Care Inc
Trst 401(k) Plan
3 Manhattanville Rd Ste 103
Purchase NY 10577 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 11%

Bankers Trust
Harbor Capital Grp Tr Def Ben Plan
Trst Mailstop 3048
Attn Ralph Morilla
100 Plaza One
Jersey City, NJ 07311-3999 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 42% Ì

Charles Schwab & Co., Inc.
Special Custody Acct For Exclusive
BeneÑt Of Cust Reinvest Acct
Attn Mutual Fund Dept
101 Montgomery Street
San Francisco, CA
94104-4122 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 22% 8% Ì

Joseph H. Lemieux ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 5%

National Financial Service Corp
Exclusively Our Customers
Attn Mutual Funds
P.O. Box 3908
Church Street Station
New York, NY 10008-3908 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12% 5% Ì

Owens-Illinois 401(k) TrustÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 17%
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CUSTODIAN

State Street Bank and Trust Company has been counting records of the Funds. The Custodian's mailing
retained to act as Custodian of the Funds' assets and, address is P.O. Box 1713, Boston, MA 02105.
in that capacity, maintains certain Ñnancial and ac-

INDEPENDENT AUDITORS AND FINANCIAL STATEMENTS

Ernst & Young LLP, 200 Clarendon Street, Boston, mation have been so incorporated in reliance upon the
MA 02116, serves as Harbor Fund's independent reports of the independent auditors and previous inde-
auditors, providing audit services, including review and pendent auditors, given on their authority as experts in
consultation in connection with various Ñlings by auditing and accounting.
Harbor Fund with the SEC and tax authorities for
the Ñscal years ended October 31, 2001 and Octo- The audited Ñnancial statements of Harbor Fund
ber 31, 2000. PricewaterhouseCoopers LLP, 160 Fed- together with the notes to the Ñnancial statements, all
eral Street, Boston, MA 02110, had served as Harbor of which are included in the semi-annual report to
Fund's independent auditors for prior periods. The shareholders dated April 30, 2002 on pages 24-29, 42-
audited Ñnancial statements of Harbor Fund incorpo- 47, and 60-65 are hereby incorporated by reference
rated by reference in this Statement of Additional Infor- into this Statement of Additional Information.
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APPENDIX A

DESCRIPTION OF SECURITIES RATINGS

Moody's Investors Service, Inc. C: Bonds which are rated C are the lowest rated class of
bonds, and issues so rated can be regarded as having

Aaa: Bonds which are rated Aaa are judged to be of the extremely poor prospects of ever attaining any real invest-
best quality. They carry the smallest degree of investment ment standing.
risk and are generally referred to as ""gilt edge.'' Interest
payments are protected by a large or by an exceptionally Moody's applies numerical modiÑers 1, 2, and 3 in each
stable margin and principal is secure. While the various generic rating classiÑcation from Aa through Caa. The modi-
protective elements are likely to change, such changes as Ñer 1 indicates that the obligation ranks in the higher end of
can be visualized are most unlikely to impair the fundamen- its generic rating category; the modiÑer 2 indicates a mid-
tally strong position of such issues. range ranking; and the modiÑer 3 indicates a ranking in the

lower end of that generic rating category.
Aa: Bonds which are rated Aa are judged to be of high

quality by all standards. Together with the Aaa group they Moody's ratings for state and municipal and other short-
comprise what are generally known as high grade bonds. term obligations will be designated Moody's Investment
They are rated lower than the best bonds because margins of Grade (""MIG''). This distinction is in recognition of the
protection may not be as large as in Aaa securities or diÅerences between short-term credit risk and long-term risk.
Öuctuations of protective elements may be of greater ampli- Factors aÅecting the liquidity of the borrower are uppermost
tude or there may be other elements present which make the in importance in short-term borrowing, while various factors of
long-term risks appear somewhat larger than with Aaa the Ñrst importance in long-term borrowing risk are of lesser
securities. importance in the short run. Symbols used will be as follows:

A: Bonds which are rated A possess many favorable MIG-1ÌNotes bearing this designation are of the best
investment attributes and may be considered as upper me- quality enjoying strong protection from established cash
dium grade obligations. Factors giving security to principal Öows of funds for their servicing or from established and
and interest are considered adequate but elements may be broad-based access to the market for reÑnancing, or both.
present which suggest a susceptibility to impairment some-
time in the future. MIG-2ÌNotes bearing this designation are of favorable

quality, with all security elements accounted for, but lacking
Baa: Bonds which are rated Baa are considered as me- the undeniable strength of the preceding grades. Market

dium grade obligations, i.e., they are neither highly protected access for reÑnancing, in particular, is likely to be less well
nor poorly secured. Interest payments and principal security established.
appear adequate for the present but certain protective ele-
ments may be lacking or may be characteristically unreliable

Standard & Poor's Corporationover any great length of time. Such bonds lack outstanding
investment characteristics and, in fact, have speculative

AAA: Bonds rated AAA are highest grade debt obligations.
characteristics as well.

This rating indicates an extremely strong capacity to pay
principal and interest.Ba: Bonds which are rated Ba are judged to have specula-

tive elements; their future cannot be considered as well
AA: Bonds rated AA also qualify as high-quality obliga-

assured. Often the protection of interest and principal pay-
tions. Capacity to pay principal and interest is very strong,

ments may be very moderate and thereby not well safe-
and in the majority of instances they diÅer from AAA issues

guarded during both good and bad times over the future.
only in small degree.

Uncertainty of position characterizes bonds in this class.

A: Bonds rated A have a strong capacity to pay principalB: Bonds which are rated B generally lack characteristics of
and interest, although they are more susceptible to thethe desirable investment. Assurance of interest and principal
adverse eÅects of changes in circumstances and economicpayments or of maintenance of other terms of the contract
conditions.over any long period of time may be small.

BBB: Bonds rated BBB are regarded as having an ade-Caa: Bonds which are rated Caa are of poor standing.
quate capacity to pay principal and interest. Whereas theySuch issues may be in default or there may be present
normally exhibit adequate protection parameters, adverseelements of danger with respect to principal or interest.
economic conditions or changing circumstances are more

Ca: Bonds which are rated Ca represent obligations which likely to lead to a weakened capacity to pay principal and
are speculative in a high degree. Such issues are often in interest for bonds in this category than for bonds in the A
default or have other marked shortcomings. category.
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BB and B: Bonds rated BB and B are regarded, on strong. Risk is modest but may vary slightly from time to time
balance, as predominantly speculative with respect to the because of economic conditions.
issuer's capacity to pay interest and repay principal in accor-

DuÅ & Phelps applies modiÑers, AA°, AA, and AA¿ in thedance with the terms of the obligation. BB indicates the
AA category for long-term Ñxed securities. The modiÑer AA°lowest degree of speculation and B a higher degree of
indicates that the security ranks in the higher end of the AAspeculation. While such bonds will likely have some quality
category; the modiÑer AA indicates a mid-range ranking; andand protective characteristics, these are outweighed by large
the modiÑer AA¿ indicates that the issue ranks in the loweruncertainties or major risk exposures to adverse conditions.
end of the AA category.

CCC: Bonds rated CCC are extremely vulnerable to losses
from credit defaults.

Fitch/IBCA
(Harbor Money Market Fund only)The ratings from ""AA'' to ""CCC'' may be modiÑed by the

addition of a plus (°) or minus (¿) sign to show relative
AAA: Bonds which are rated AAA are considered to be

standing within the major rating categories.
investment grade and of the highest credit quality. The
obligor has an exceptionally strong ability to pay interest andDual Rating DeÑnitions: Standard & Poor's assigns
repay principal, which is unlikely to be aÅected by reasonably""dual'' ratings to all debt issues that have a put option or
foreseeable events.demand feature as part of their structure. The Ñrst rating

addresses the likelihood of repayment of principal and inter-
AA: Bonds which are rated AA are considered to beest as due, and the second rating addresses only the de-

investment grade and of very high credit quality. The obli-mand feature. The long-term debt rating symbols are used for
gor's ability to pay interest and repay principal is very strong,bonds to denote the long-term maturity and the commercial
although not quite as strong as bonds rated "AAA'. Becausepaper rating symbols for the put option (for example,
bonds rated in the "AAA' and "AA' categories are not signiÑ-"AAA/A-1'). With short-term demand debt, Standard &
cantly vulnerable to foreseeable future developments, short-Poor's note rating symbols are used with the commercial
term debt of these issuers is generally rated "F¿1°'. Fitchpaper rating symbols (for example, "SP-1°/A-1°').
applies plus (""°'') and minus (""¿'') modiÑers in the AA
category to indicate the relative position of a credit within theMunicipal notes issued since July 29, 1984 are rated
rating category. The modiÑer AA° indicates that the security""SP-1,'' ""SP-2,'' and ""SP-3.'' The designation SP-1 indicates
ranks at the higher end of the AA category 4 than a securitya very strong capacity to pay principal and interest. A ""°'' is
rated AA or AA¿.added to those issues determined to possess overwhelming

safety characteristics. An SP-2 designation indicates a satis-
factory capacity to pay principal and interest, while an SP-3 Thomson Bankwatch, Inc.
designation indicates speculative capacity to pay principal (Harbor Money Market Fund only)
and interest.

A: Company possesses an exceptionally strong balance
sheet and earnings record, translating into an excellent repu-DuÅ & Phelps, Inc.
tation and unquestioned access to its natural money markets.(Harbor Money Market Fund only)
If weakness or vulnerability exists in any aspect of the
company's business, it is entirely mitigated by the strengthsAAA: Long-term Ñxed income securities which are rated
of the organization.AAA are judged to be of the highest credit quality. The risk

factors are negligible, being only slightly more than for risk-
A/B: Company is Ñnancially very solid with a favorablefree U.S. Treasury debt.

track record and no readily apparent weakness. Its overall
AA: Long-term Ñxed income securities which are rated AA risk proÑle, while low, is not quite as favorable as for compa-

are judged to be of high credit quality. Protection factors are nies in the highest rating category.

DESCRIPTION OF COMMERCIAL PAPER RATINGS

Moody's Investors Service, Inc. Standard & Poor's Corporation

P-1: Moody's Commercial Paper ratings are opinions of the A-1: Standard & Poor's Commercial Paper ratings are
ability of issuers to repay punctually promissory obligations current assessments of the likelihood of timely payment of
not having an original maturity in excess of nine months. The debts having an original maturity of no more than 365 days.
designation ""Prime-1'' or ""P-1'' indicates the highest quality The A-1 designation indicates the degree of safety regarding
repayment capacity of the rated issue. timely payment is very strong.
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DuÅ & Phelps, Inc. for commercial paper and certiÑcates of deposit. The rating
(Harbor Money Market Fund only) DuÅ 1 plus indicates that the security has the highest cer-

tainty of timely payment, short-term liquidity is clearly out-
DuÅ 1: Commercial paper and certiÑcates of deposit rated

standing and safety is just below risk-free U.S. Treasury
DuÅ 1 are considered to have a very high certainty of timely

short-term obligations; the rating DuÅ 1 indicates a very high
payment. Liquidity factors are considered excellent and are

certainty of timely payment, liquidity factors are excellent and
supported by strong fundamental protection factors. Risk

risk factors are minimal; and the rating DuÅ 1 minus indicates
factors are minor.

a high certainty of timely payment, liquidity factors are strong
and risk factors are very small.DuÅ & Phelps applies a plus and minus rating scale, DuÅ 1

plus, DuÅ 1 and DuÅ 1 minus in the DuÅ 1 top grade category

54



One SeaGate
Toledo, Ohio 43666

1-800-422-1050
www.harborfund.com

10/2002/300 N
recycled paper


	Overview of Funds
	Risk/Return Summary -- Domestic Equity
	The Funds' Investments
	The Adviser and Subadvisers
	Your Harbor Fund Account
	Your Harbor Fund Account
	Shareholder and Account Policies
	Investor Services
	Financial Highlights
	Harbor Fund Details
	Harbor's Privacy Statement
	For More Information About Harbor Fund
	ADDITIONAL POLICIES AND INVESTMENT TECHNIQUES
	DOMESTIC EQUITY FUNDS
	INTERNATIONAL EQUITY FUNDS
	FIXED INCOME FUNDS
	INVESTMENT POLICIES
	INVESTMENT RESTRICTIONS
	SHAREHOLDER AND ACCOUNT POLICIES
	TRUSTEES AND OFFICERS
	THE ADVISER, SUBADVISERS, DISTRIBUTOR AND SHAREHOLDER SERVICING AGENT
	PORTFOLIO TRANSACTIONS
	NET ASSET VALUE
	PERFORMANCE AND YIELD INFORMATION
	TAX INFORMATION
	ORGANIZATION AND CAPITALIZATION
	CUSTODIAN
	INDEPENDENT AUDITORS AND FINANCIAL STATEMENTS
	APPENDIX A

