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Securities and Exchange Commission
450 Fifth Street, N.'W.
Washington, D.C. 20549
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Filing Pursuant to Section 33 03040201 ;”N
Columbia Acorn Trust 1940 Act File No. 811-01829

Ladies and Gentlemen:

On behalf of Columbia Acorn Trust (the “Trust”) and Columbia Wanger Asset
Management, L.P. (‘CWAM”), we are enclosing for filing pursuant to Section 33 of the
Investment Company Act of 1940 the following documents:

() one copy of a complaint filed in the Circuit Court of the Third Judicial Circuit,
Madison County, [llinois, in a lawsuit in which the Trust and CWAM, the
investment adviser to the Trust, are named defendants in a putative class action
complaint; and

(i1) one copy of a complaint filed in United States District Court for the Southern
District of Illinois, in a lawsuit in which the Trust and CWAM are named
defendants in a putative class action complaint.

Please acknowledge receipt of this filing by date stamping the enclosed copy of this
letter and returning it to the courier filing this letter. If you have any questions or require
additional information, please do not hesitate to contact me at 202/955-7040.

Very truly yours,

-7

PROCESSED
\/ DEC 08 2003
ANANCAL

cc (w/ encl.): Cameron Avery
Bruce Lauer
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S8TATE CF ILLINOQIS
IN THE CIRCUIT COURT QF THE THIRD JUDICIAL CIRCUIT
MADISON COUNTY N
(618) 692-8240
WY, 0, MARLISON . IL. US

VOGELER GARY INDIVIDUALLY AND ON BEHALF OF ALL QOTHERS SIMILA

PLAINTLIFE DATE: A31/i4/2002

vs.
CASE No. 2003 L 001550

COLUMBIA WANGER ASSET MANAGEMENT LP
R/A BRUCE H LAUER
227 WEST MONROE ST STE 30
CHICAGC IL 60606

DEFENRANT

DEFENDANT COLUMBIA WANGER ASSFET MANAGEMENT LP:

You are hereby summoned and required to f£ile an anawer ir thia case, or otherwisge file your appearance,
" in the office of the Madison County Circuit Clerk, within 30 ¢ays after gervice of this summons, exclusive of
the day of service. If you fall to do se, a judgment or decrea by default may be taken against you for the
relief prayed in the complaint.

This summens wust be returned by the officer or other person to whom it was given for service, with
endorsement thereon of service and fees, if any, immediately after service. If sexvice cannot be wade, this
summons shall be returned 50 endorsed.

This summons may not be served later than 30 days after its date.
Witnessg: MATT MELUCCI the Clerk of paid Circuit Court and the seal therecf, at Edwardsville, Illinois,

this NOVEMBER 14, 2003,

MATT MELUCCI
CLERK OF THE CIRCUZIT COURT
{8EAL)

BY -

Deputy Clerk

(Plaintiff's attorney ox plaintiff if he is no:t represented by an attiorney)

KOREIN TILLERY
10 EXECUTIVE wWOODS COQURT
BELLBVILLE 1L §2226-2030

Date of Service: . 20
(To be inserted by officer on the copy left with the defendant ox cther person)
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STATE OF ILLINOIS
IN THE CIRCULIT COURT QOF TQE THIRD JUDICTIAL CIRCUIT
MADISON COUNTY
(618) 692-6240
WWW.COL.MADISON,IL.US

VOGELER GARY INDIVIDUALLY AND ON BEMALF QF ALL QTHERS SIMILA

PLAINTIFF DATZ: 11/14/2003

\Z-
CASS No. 2003 L 001550

COLUMBIA ACORN TRUST
R/A RALPH WANGER
227 WEST MONRQE ST STE 3000
CHICACO 1L 60608

DEFENDANT

DEFENDANT COLUMBIA ACORN TRUST:

You are hereby summoned and requixed to file an answexr in this case, or othexwise file youy appearance,
in the office of thke Madison County Circuit Clerk, within 30 days after service of this summons, exclusive of
the day of service. If you fail to do 50, a judgment or decree by default may ke taken against you for the
relief prayed in the complaint.

Thia summens must be returned by the efficer or other persan te whom it was given for service, with
cndorasement thercon of sexvice and fees, if any, immediately after service. 1f sexvice ¢annot be made, thig
summons shall be returned so endorsed.

This summons may noet be served later than 30 days afteox its date.

Witness: MATT MELUCCI the Clerk of said Circuit Court and the seal thoreof, at Bdwardsville, Illincis,
thig NOVEMBER 14, 2003.

MATT MELUCCI
CLERK OFf THE CIRCUIT COURT

'SEAL}

BY:

Deputy Clerk

(PlaintiZf's attorney or plaintiff if he is not represented by an attorney)

ROREIN TILLERY
10 EXECUTIVE WOODS COURT
BELLEVILLE IL 62326-2030

Date of Service: , 20 .
{T® bc inscrted by officer on the copy left with the defendant or other person)
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IN THE CIRCUIT COURT
THIRD JUDICIAL CIRCUHE 10V 13 730 1843
MADISON COUNTY, ILLINOIS

L

GARY VOGELER, individually and on behalf of
all others similarly situated,

AL
(Wie b e

Plaintiff,

)
)
)
)
vs. ' ) Cause No. @ L l S‘SD
)
)
)
)
)

CoLumBia ACORN TRUST and
CoLUMBIA WANGER ASSET MANAGEMENT, LP

Defendants.
COMPLAINT

Plainti[f, Gary Vogeler, individually and on-behalf of all others similarly situated, by and
through his undersigned counsel, and for his complaint against Defendants, Columbia Acom
Trust and Columbia Wanger Asset Management, LP, states as follows:

1. Plaintiff, Gary Vogeler, is a resident of Godfrey, Madison 'County, Iltinois.

2. Defendant, Columbia Acom Trust ("‘Célumbia Trust™), is a Massachusetts
business trust with its principal place of business iﬂ Chicago, Hlinois. Columbia Trust is the
registrant of the Columbia Acorn International Fund {(“Columbia Acorn™).? Defendant Columbia
Trust does business in the state of Illinots and 1s reg:istered as a mutual fund in the State of
Iinois. Defendant Columbia Trust has consented to the jurisdiction of Illinois courts.
Defendant Columbia Trust at all times relevant hcr%:in-has promoted, mark_eted, and sold shares

to the investing public nationwide including the state of lllinois. Defendant Columbia Trust

! Formerly known as “Liberty Acorn Trust.”

? Formerly known as “Liberty Acorn Intemational Fund.”
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maintains investor relationships nationwide including with sharcholders in the statc of Ilinois.
Defendant Columbia Trust has significant contacts with Madison County and the activitics
complained of herein occurred, in whole or part, in Madison County, IHinois.

3. Defendant, Columbia Wanger Asset Management, LP (“Columbia Fund
Manager”), is a Delaware partnership with its principal place of business in Chicago, [ilinois.?
The day-to-day tasks associated with runm’né the business of Columbia Acorn, such as
investment management, share marketing, distribution, redemption, financial and regulatory
reporting, and custodianship of funds are contracted out since it has no significant number of
internal employees. Defendant Columbia Fund Manager has been contracted to serve as the
investmentvmanager for the Columbia Acorn. As the investment manager for Columbia Acorn,
Defendant Columbia Fund Manager selects the fund’s investments and operates or supervises
most phases of the fund’s business including the valuing of the fund's portfolio securities and the
fund net asset value. Defendant Columbia Fund Manager has significant contacts with fund
sharcholders in Madison County as a result of its operation and supervision of Columbia Acom
business and the activitics complained of herein 0c¢urred, in whole or in part, in Madison
County, Illinois. Defendant Columbia Fund Manaéer utilizes an inferactive web site to
communicate with fund sharcholders, including those in Madison County, Illinois regarding the
performance of the Fund and the investments it manages. ‘

4. At all times relevant herein, Plaintiff Gary Vogeler has owned and held shares in

the Columbia Acorn for the purpose of long term ifivesting in internationat securities.

* Formerly known as “Liberty Wanger Asset Management, LP.”

2 .
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5. This Court has jurisdiction over the subject matter and the parties pursuant to 735
ILCS 5/2-209.

6. Venue is proper in this Court pursuant to 735 ILCS 5/2-101.

7. The forcign securities purchased by Defendants’ fund for its portfolios are
principally traded in sccuritics markets outside of the United States.

8. - Open end mutual funds such as Defend;mts’ fund have been tremendously
successful in convincing investors such as Plaintiff to hold their fund shares by urging investors
to invest for the long term and by effectively marketing the various advantages of long term
owncrship of funds over direct investment including professional management, diversification,
and liquidity.

9. Shares of open end mutual funds are sold to investors such as Plaintiff at a price
based upon the net assct value (“NAV™) per share plus applicable sales charges. Investors in
shares may redeem their shares at the NAV of the shares less any redemption charges.

10.  The share prices (NAV) of Defendants’ mutual fund are set by deducting the fund
liabilities from the total assets of the portfolio and then dividing by the number of outstanding
shargs.

I1.  Because the sales and redemption prices are based upon NAV, which in turn
depends upon the fluctuating value of the fund’s underlying portfolio of securities, Defendants
recalculate the fund net asset value every busincss day. Defendants set the fund sharc price
(NAV) once every business day at the close of trading on the New York Stock Exchange at 4:00
p.m, Eastern Time. The NAV of the shares is reported by Defendants to the National

Association of Securities Dealers (NASD) for public distribution,
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12. In valuing its underlying assets for purposcs of setting the NAV, Defendants usc
the last trade price in the home market of each of the securities in its portfolio. A significant
portion of the securities in the Defendants’ fund portfolio are foreign securities. The home
markets for such foreign securities include London, Paris, Frankfurt, Moscow, Singapore, Kuala
Lumpur, Hong Kong, Taipei, Tokyo and Sydney. These markets are located in time zones that
are five hours to fifteen houts ahead of Eastern Standard Tir-nc. |

13, Studies of world financial markets have established associations betwecen the
value changes among various markets. There is a positive correlation between value movements
in the United States market and value movements in foreign markets. If the United States market
experiences an upward movement in values, it can be predicted that Asian markets will move
upward once trading begins their next day. The satme upward movement can be predicted for
European markets once trading begins their next day. Similarly, if the United States market
experiences a downward movement in values, it can be predicted that Asian and Europcan
markets wil] move downward once trading begins their next day. Because of these positive
correlations, the closing prices of the foreign secunties in the underlying portfolio may not reflect
current market values at the time Defendants set their fund NAV. Appropriate adjustments need
to be made to the closing prices of the foreign securities in order to reflect current market values.
Despite knowledge of the United States market result, continuous trading of the world equity
indexes, ADRs, foreign currency luturcs markets, and the correlations between the value of the
fund’s securities and these benchmarks, Defendants do not make any value adjustment to the
portfolio’s foreign securities prior to calculating fund NAYV and sciting share price every business

day.
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14. The positive correlation between the upward or downward movement of vahie in
the United States market and subsequent movements in foreign markets around the world is
between 0.7 and 0.8. A value of 0.0 equates to absolutely no correlation between value
movements in United States markets and subsequent movements in foreign markets. A value of
1.0 equates to an absolute correlation between value movements in United States markets and
subsequenlvvalue movements in foreign markets. |

15, Studies of world financial markets demonstrate that the greater the percentage
increase or decrease in the value of United States markets, the more likely foreign markets will
post corresponding value movements on subsequent days. The probability that the value
movements of foreign markets will follow the previous day’s value movements in United States
markets is directly correlated with the degree or extent of the value movement of United Statcs r
markets.

16.  Because many of the home rﬁarkets for the foreign sccurities in the Defendants’
assct portfolio Jast traded hours before the setting at 4:00 p.m. Eastern of the fund NAV, the
closing prices used to calculatc the NAV of Defendants’ fund are stale and do not reflect price
rclevant information available subsequent to the foreign security’s last trade that will affect the

value of such security.

17.  During the interval that clapses between the time that Defendants set the fund
sharc NAV (and release it to the NASD for communication to the public) on consecutive days,
the securities markets in Australia, Japan, Taiwan, Hong Kong, Malaysia, Singapore, Russia,

Germany, France and the United Kingdom have traded for an entire session from open to close.
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18.  The exchange located in Sydney, Australia, observes normal market trading hours
of 10:00 a.m. to 4:00 p.m. local time. Active trading of securities traded on this exchange ends,
and closing prices for those securities are posted, at 4:00 p.m. local time (2:00 a.m. Eastem time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for securities traded on this exchange that have been static for 14 hours.

1.9A The exchange located in Tokyo, Japan, observes normat trading hc;urs 0f9:00
a.m. to 3:00 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securitics are posted, at 3:00 p.m. local time (2:00 a.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for securities traded on this exchange that have been static for 14 hours.

20.  The exchange located in Taipei, Taiwan, observes normal trading hours of 9:00
a.m. to 1:30 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those sccuritics are posted, at 1:30 p.m. local time (1:30 a.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for securities traded on this exchange that have been static for 14.5
hours.

21.  The exchange located in Hong Kong observes normal trading hours of 10:00 a.m.
to 4:00 p.m. local time. Activc trading of sccuritics traded on this exchange ends, and closing
prices for those securitics arc posted, at 4:00 p.m. local time (4:00 2.m. Eastern time). When
Defendants calculate their fund NAV using closing prices from this exchange, Defendants rely

upon closing prices for securitics traded on this exchange that have been static for 12 hours.
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22.  The exchange located in Kuala Lumpur, Malaysia, observes normal trading hours
of 9:30 a.m. to 5:00 p.m. local time. Active trading of sccurities traded on this exchange ends,
and closing prices for those securities are posted, at 5:00 p.m. local time (5:00 a.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for securities traded on this exchange t!'nat have been static for 11 hours,

23.  The ;axchange located in Singapore observes normal trading hours of 9:00 a.n;. to
5:00 p.m. local time. Active trading of sccurities traded on this exchange ends, and closing
prices for those securities are posted, at 5:00 p.m. local time (5:00 a.m. Eastern time). When
Defendants calculate their fund NAV using closing prices from this exchange, Defendants rely
upon closing prices for securities traded on this exchange that have been static for 11 hours.

24.  The exchange located in Moscow, Russia, observes normal trading hours of 12:00
p.m. to 7:00 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securities are posted, at 7:00 p.m. local time (11:00 a.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for securities traded on this exchange that have been static for 5 hours.

25. The exchange located in Frankfurt, Germany, observes normal trading hours of
9.00 a.m. to 8:00 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securities are posted, at 8:00 p.m. local time (2:00 p.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange. Defendants
rely upon closing prices for securities traded on this exchange that have been static for 2 hours.

26.  The exchange located in Paris, France, observes normal trading hours of 9:00 a.m.

{0 5:30 p.m. local time, Active trading of securities traded on this exchange ends, and closing
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prices for those securities are posted at, 5:30 p.m. local time (11:30 a.m. Eastcrn timc). When
Defendants calculate their fund NAV, using closing prices from this exchange Defendants rely
upon closing prices for securities traded on this exchange that have been static for 4.5 hours.

27.  The exchange located in London, England, observes normal market hours of 8:00
a.m. to 4:30 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securit.ies are posted at 4:30 p.m. local time (11:30 a.m. Eastern time).
When Defendants caleulate their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for sccurities traded on this exchange that have been static for 4.5 hours.

28. A significant portion of the underlying foreign securities in the Defendants’ fund
portfolio are listed on foreign exchanges and trade during each market’s respectivc session. The
NAVs set by Defendants do not take into account on a daily basis any price relevant information
that has becomc available in this two to fourteen and one/half hour interval, after the final prices
for the underlying foreign securitics have been posted but, prior to the setting of the NAVs. Price
relevant information, such as the continuous trading of world equity market indexes, ADRs, and
foreign currency futures impacts the valuation of these underlying foreign securities and is
significant for valuation because the final market prices have become stale and do not reflect the
current market value of the securities.

29. By failing to make daily adjustments based upon positive correlations between
upward or downward movements in United States and foreign markets and by choosing to use
stalc prices in valuing their fund shares and setting their daily NAVs, Defendants have exposed
Jong term shareholdets to market timing traders who regularly purchase and redeem Defendants’

fund shares as part of a profitable trading strategy. The market timing trading strategy stems
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from the ability of market timing traders to predict changes in the NAV. Matrket timing traders
are able to predict changes in the NAV because of the positive comrelations between value
movements in United States markets and forcign markets. The stale price strategy of market
timers who trade Defendants’ shares is to buy shares on days when the United States market
moves up and to sell (redeem) shares when the United States market moves down. In order to
derive maximum benefit from price rele\;ant information developed subsequent to the now stale
closing prices of the portfolio securities, market timers wait until the fund deadline for buying or
selling (redeeming) shares in Defendants’ fund on any particular business day. Because
Defendants cannot buy or sell the foreign securities in the funds’ underlying portfolio (due to the
time difference between New York and the home markets of the forcign securities) at the time it
sets the daily NAV that values the shares it issues and redeems, the shares that Defendants issue
to and redeem from market timers do not reflect current market prices of the foreign securities
held by the fund.

30.  Due to the use of stale prices by Defendants in valuing the fund shares, market
timers who buy Defendants’ fund shares on days when the United States market moves up are
buying discounted shares at the expense of other fund shareholders because the fund’s underlying
foreign securities assets are undervalued as of the time of the share purchase.

31 Due 1o the use of stale prices by Defendants in valuing their fund shares, market
timers who sell (redeem) Defendants’ fund shares on days when the United States market moves
down are selling (redeeming) shares at a premium at the expense of other fund sharcholders
because the underlying foreign securities assets are overvalued as of the time of the share sale

(redemption).
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32, Shares in Defendants” funds can be traded, cither by purchase or redemption, only
once a day at 4:00 p.m. Eastern Time.

33. The excess profits that are obtained by market timing traders’ taking advantage of
the stale pricing of Defendants’ fund shares come at the expense of fellow shareholders who are
non-trading long term buy and hold investors. The transfer of wealth from the non-trading long
term buy and hold sharecholders to the markct timer; trading Defendants’ fund shares occurs
through dilution,

34.  Market timing traders pay cash to Defendants’ funds when they purchase
discounted shares. Market timing traders receive cash from Defendants’ funds when they sell
(redeem) their shares at a premium. Defendants’ fund NAV is diluted in both instances. When
market timing traders are able to buy shares at a discount, Defendants’ fund assets suffer dilution
because the cash received by the fund for each of the shares purchased is less than the per share
value of the underlying foreign securities because of the stale pricing utilized by Defendants.
Likewise, when market timing traders are able to sell (redeem) shares at a premivm, Defendants’
fund assets suffer dilution because the cash paid out by the fund for each of the shares redecmed
is more than the per sharc value of the underlying securities, again due to the stale pricing
utilized by Defendants. In both instances, when Defendants receive less cash when issuing and
pay out more cash when redeeming market timing trader shares than supported by the value of
their underlying foreign sccurities, the result is a dilution of Defendants’ cash. Since the cash
held by the fund is one of the asscts that is valued in setting the Defendants’ daily fund NAV, it
follows that the diluted fund cash position causes the fund NAV to be diluted as well. Due to the

stale pricing utilized by Defendants, long term buy and hold shareholders have incurred a

10
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dilution in the NAV of their shares and the wealth represented by that diluted amount has been
transferred to market timing traders.

35. By failing to make daily adjustments based upon positive correlations between
upward movements in United States and foreign markets, world equity index market trading,
ADRs, foreign currency futures and by choosing to use stale prices in valuing the underlying
foreign sccurities that are used setting their daily NAV, Defen&mts give market timing traders
the opportunity to earn vastly higher returns at no additional risk. Unlike other market timing
based trading, market timers who trade Defendants’ shares do not have to Jook into the future to
time their purchascs and redemptions of shares, rather, they have the luxury of being able to look
backwards because Defendants’ share pricing fails to adjust for recognized positive correlations
and uses stale prices in valuing its underlying portfolio securities.

36.  Since it is such an attractive low risk trading vehicle to market timers,
Defendants’ funds experience increased trading and transaction costs, disruption of planned
investment sirategies, forced and unplanned portfolio tumover including the liquidation of
investments to mcet market timer redemption requests, lost opportunity costs and asset swings
that negatively impact fund operations, performance and the ability of the fund to provide a
maximized return to long term sharcholders,

37.  Plaintiff brings this complaint as a class action against Defendants Columbia
Trust and Columbia Fund Manager, and pursuant to §5/2-801 et. seq., of the Illinois Code of
Civil Procedure individually and on behalf of a class of all persons in the United States who have
held shares of Columbia Acorn for more than fourteen days from the date of purchase to the date

of sale (redemption) or exchange (*‘long term shareholders™). The class period commenges five
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years ptior to the filing of this complaint through the date of filing. Excluded from the class are
Defendants, any parent, subsidiary, affiliate, or controlled person of Defendants, as well as the
officers, dircctors, agents, servants or employees of Defendants, and the immediate family
members of any such person. Also excluded is any judge who may preside over this case.

38.  Plaintiff is a member of the class and will fairly and adequately assert and protect
the interests of the class. The interest of the Plaintiff is coincident with, and not antagonistic to,
those of other members of the class. Plaintiff has retained attorneys who are experienced in class
action litigation.

39.  Members of the class are so numerous that joinder of all members is
impracticable.

40.  Common questions of law or fact predominate over any questions affecting only
individual members of the Class. Common questions include, but are not limited to, the
following:

a. whether defendants failed to properly evaluate on a daily basis whether a
significant event affecting the value of Columbia Acom’s portfolio of
securities had occurred after the foreign home markets for such securities
had closed but before the fund’s NAV calculation and share price setting;

b. whether defendants failed to properly implement Columbia Acorn’s
portfolio valuation and share pricing policies and procedures making daily
adjustments based upon United States market results and recognized
positive correlations between upward movements in United States and
foreign markets in the valuation of the fund’s portfolio securities prior to
the calculation of the fund NAV and setting of the share price;

c. whether defendants failed to properly implement Columbia Acorn’s
portfolio valuation and share pricing policies and procedures making daily

adjustments to stale closing prices of the underlying portfolio securities
before the fund’s NAV calculation and share price setting;
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d. whether defendants failed to propetly implement Columbia Acom’s
portfolio valuation and share pricing policies so as to require the use of
fair value pricing on a daily basis to value portfolio securities and fund
NAY and share prices when closing prices of portfolio securities did not
reflect their market values;

e whether defendants failed to protect Columbia Acorn’s long term
shareholders from market timing traders using fund shares as a trading
vehicle to eam profits at the expense of long term sharcholders because of
the failure of defendants to make daily adjustments, based upon known
United States market results and recognized positive corrclations between
upward movements in United States and foreign markets, prior to the daily
calculation of the fund NAV and the setting of share prices as well as their
use of stale prices in the valuation of the fund’s portfolio securities prior to
the daily calculation of the fund NAV and the setting of share price;

f. whether defendants breached the duties they owed to plaintiff and the

class;
g whether plaintiff and the class have been damaged and, if so,
h. the extent of such damages.
41, The prosecution of separate actions by individual members of the Class would
create a risk of:
a. inconsistent or varying adjudications with respect to individual members

of the class; and
b. adjudication with respect to individual members of the class, which would,
as a practical matter, be dispositive of the interests of other members not
parties to the adjudication or substantially impair or impede their ability to
protect their interest.
42.  The class action method is appropriate for the fair and efficient prosecution of this
action.

43,  Individual litigation of all claims, which might be brought by all class members

would produce a multiplicity of cases so that the judicial system would be congested for years.
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Class treatment, by contrast, provides manageable judicial treatment calculated to bring a rapid
conclusion to all litigation of all claims arising from the conduct of the defendants.
COUNT 1

Plaintiff, Gary Vogeler, individually and on behalf of all others similarly situated, by and
through his undersigned counsel, and for Count I of his Complaint against Defendants Columbia
Trust and Columbia Fund Manager., states as follows: .

44,  Plaintiff rcpeats and incorporates by reference paragraphs 1 through 43 as if fully
set forth herein.

45,  Defendant Columbia Trust operates Columbia Acom as an open end mutual fund
with the stated goal of providing long term capital growth to investors who hold shares of the
fund. The fund expressly states in its prospectus that it seeks to achieve its investment goal
through a policy of investing in stocks and debt obligations of companies outside of the United
States.

46.  Defendant Columbia Fund Manager serves as the investment manager for
Columbia Acomn. Defendant Columbia Fund Manager provides, among other things, portfolio
munagement services and selects the securities for Columbia Acorn to buy, hold or sell.
Columbia Acorn pays Defendant Columbia Fund Manager set fees based on the percentage of
assets undcr management for managing Columbia Acorn’s assets. Defendant Columbia Fund
Manager’s compensation and management of the Columbia Acorn are required to be reviewed
and approved by Defendant CoJumbia Trust’s board of trustees.

47. At all times relevant hereto, Plaintiff Gary Vogeler has held sharcs in Columbia

Acorn.
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48. At all times relevant herein, Defendants had a duty when valuing the fund's
securities and determining daily NAV to utilize accurate current market values for such securities
in order (o avoid dilution in the value of long term sharcholders” holdings.

49.  Defendants breached their duties of due care owed to Plaintiff Gary Vogeler and
similarly situated shareholders of the Columbia Acorn by, inter alia:

a. failing to properly evaluate on a daily basis whether a significant event
affecting the value of Columbia Acom’s portfolio of securities had
occurred after the foreign trading markets for such securities had closed

but before Defendants calculated NAV and share price;

b. failing to implement Columbia Acomn’s portfolio valuation and share
pricing policies and procedures; and

c. allowing portfolic valuation and share pricing policies and procedures
which benefited market timing traders of Columbia Acorn’s shares at the
expense of long term shareholders.

50, As a direct and proximate result of the Defendants’ breach of their duties, Plaintiff
and the class have suffered damages in the amount o be proven at trial, but less than $75,000 per
plaintiff or class member, including all compensatory damages, puritive damages, attorneys’ fees
and costs.

‘WHEREFORE, Plaintiff and the Class pray that the Court enter judgment in their favor
and agajnst Columbia Trust and Columbia Fund Manager, as follows:

A. Ordering that this action be maintained as a class action pursuant to 735

ILCS 5/2 801 and the following class be certified:
All persons in the United States who held shares in the Columbia
Acom for a period of more than fourteen days before redeeming or

exchanging them during the period beginning from five years prior
to and through the date of the filing of this complaint;
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B. Awarding Plaintiff and the Class compensatory damages, prejud gment
interest, costs of svits, punitive damages and attomeys’ fees for an amount representing the
damages caused by Defendants’ breach of their duties not to exceed $75,000 per plaintiff or class
member.

PLAINTIFF DEMANDS TRIAL BY JURY
CDUNTH‘

Plaintiff Gary Vogeler, individually and on behalf of all others similarly situated, by and
through his undersigned counsel, and for Count 11 of his Complaint against Defendants Columbia
Trust and Columbiz Fund Manager, states as follows:

5]. Plaintiff repeats and incorporates by reference paragraphs 1 through 48 as if fully
sel forth herein.

52. On or about January 1, 1965, applicable published regulations éxpress]y
recognized that changes in trading prices of securities in the Columbia Acomn might occur daily
after the closing of the New York Stock Exchange.

53. Defendants knew, or were negligent in not knowing, that the closing prices for the
foreign secunties held by the Columbia Acom and used by Defendants to calculate NAV for said
Fund did not represent current market value because, inter alia, those prices did not reflect
changes in the fund’s securities which occurred after the exchange on which those foreign
securities trade closed and before the daily calculation of the fund NAV and the setting of share

price.
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54, With utter indifference and conscious disregard for Plaintiff’s investment and the

investments of similarly situated fund shareholders, Defendants willfully and wantonly breached

their duties to Plaintiff and similarly situated sharcholders by, inter alia:

a,

failing to know and implement applicable rules and regulations concerning
the calculation of NAV;

failing to properly evaluate on a daily basis whether a significant event
affecting the value of Columbia Acom’s portfolio of securities had
occurred after the foreign trading markets for such securities had closed
but before Defendants calculated NAV and share price;

failing to implement Columbia Acom’s portfolic valuation and share
pricing policies and procedures; and

allowing portfolio valuation and share pricing policies and procedures
which benefited market timing traders of Columbia Acorn’s shares at the
expense of long term sharcholders.

5S. As a direct and proximate result of the Defendants’ breach of their duties, Plaintiff

Bridges and the class have suffered damages in the amount to be proven at trial, but less than

$75,000 per plaintiff or class member, including all compensatory damages, punitive damages,

attorneys’ fces and costs.

WHEREFORE, Plaintiff and the Class pray that the Court enter judgment in their favor

and against Columbia Trust and Columbia Fund Manager, as follows:

A,

Ordering that this action be maintained as a class action pursuant to 735

IL.CS 5/2 801 and the following class be certified:

All persons in the United States who held shares in the Columbia
Acom for a period of more than fourteen days before redeeming or
exchanging them during the period beginning from five years prior
to and through the date of the filing of this complaint;
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B. Awarding Plaintiff and the Class compensatory damages, prejudgment
interest, costs of suits, punitive damages and attorneys’ fees for an amount representing the
damages causcd by Defendants’ breach of their dutics not to exceed $75,000 per plaintiff or class
member.

PLAINTIFF DEMANDS TRIAL BY JURY

KOREIN TILLERY

; - g 7
10 Exccutlve Woods Court - / d
Swansea, Illinois 62226
Telephone: 618.277.1180
Facsimile: 314.241.3525

George A. Zeles #3123738
Three First National Plaza
70 West Madison, Suite 660
Chicago, Illinois 60602
Telephone: 312.641.9750
Facsimile: 312.641.9751

E-mail: gzelcs@koreintillery.com

Eugene Barash #6280933
701 Market Street, Suite 200
Saint Louis, Missouri 63101
Telephone: 314.241.4344
Facsimile: 314.241.3525

pr/et sbedicie# YEIIOf {NdE2: 2| €0/ I8/t { 1920 vEQ ZIE H3INv1 30048 Wym AQ jues
XedIy21y GH/02 ADVd 8% TT £002/T2/1T1 pAc11 B pAcd ‘11edg




MILBERG WEISS BERSHAD HYNES &
LERACH LLP

John J. Stoia, Jr.

Tmothy G. Blood

Susan Collyer

William J. Doyle IT

401 B Street, 17th Floor

San Diego, CA 92101

Telephone: 619/231-1058

Facsimile: 619/231-7423

'BONNETT, FAIRBOURN, FRIEDMAN &
BALINT, P.C.
Andrew S. Friedman
Francis J. Balint, Jr.
2901 N. Central Avenue, Suite 1000
Phoenix, AZ 85012
Telephone: 602/274-1100

Attorneys for Plaintiff and the Class
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IN THE CIRCUIT COURT
THIRD JUDICIAL CIRCUIT
MADISON COUNTY, ILLINOIS

GARY VOGELER, individually and on behalf of
all others similarly situated,

Plaintiff,

COLUMBIA ACORN TRUST and
COLUMBIA WANGER ASSET MANAGEMENT, LP

)
)
)
)
. )
vs. ) Cause No.
)
)
)
)
Defendants. )
AFFIDAVIT OF STEPHEN M. TILLERY

i, StopitkN M. TILLERY, being first duly sworn upon my oath, depose and state as
follows:

1. That I am one of the attorneys representing the Plaintiff filing the above-captioned
causc of action.

2. That the total of money damages sought in this cause of action exceeds Fifty
Thousand Dollars ($50,000), but does not exceed Seventy-Five Thousand Dollars ($75,000) per
Plaintiff or class member and that Plaintiff will not accept recovery in excess of Seventy-five

Thousand Dollars ($75,000) per Plaintiff or ¢lass member, exclusive of attomey’s fees, cots and

interest,

1 7
TEPHEN M. TiLLERY

v/ 1z obedig ey YEIIOf {NdB2: e} ©0/128/ { 1920 $E9 2\E 43Ny 32n48 Wym :AQ jues
xXeqJ34Y21d §H/22 IAbvd 69! TT £002/T2/11 PAOTT B pAog '118d




STATE OF ILLINOIS )

. ) ss.

COUNTY OF S7 (%)
Subscribed and sworn to before me, a Notary Public, this A3 % day of November,

2003.

R Tk it /.m,.

Charlotte A. Mabry
Notary Public, State of ifinois NOTARY P LIC

My Commission Exp. 06121(2.007

My commission expires:
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Hnited States Etsirt:t ourt

Illinocis

Southern DISTRICT OF

Roger Kalsc
SUMMONS IN A CIVIL CASE

V. case numser: (D3 -1 (g - MIT-

Columbia Acorn Trust end Columbia
Wanger Asset Managexent, LP

TO: (Name and addreas of dofendant)
cJo Ralph Wanger :
Columbia Aeorn Trust
227 West Monroe Street, Suite 3000

Chicago, IL 60606

YOU ARE HEREBY SUMMONED and required to serve upon PLAINTIFF'S ATTORNEY (name and scdress)

Staphen M. Tillery
Kérein TilZaecy

10 Bxecutive Woods Coure
Belleville, IL 62226

an answer 0 the complaint which is herewith served upon you, within Q 0 days aftel
servica of this summons upon you, exclusive of the day of service. #f you fai 10 ¢o 50, judgment by default will be taker
against you for the relief dernanded in the compilaint. You must also file your enswar with the Clerk of this Court withina

reasanable period of time after service.

NORBERT G. JAWORSK| [{-/7-03

RM

(8Y) DEPUTY CLERK |
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UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF ILLINOXS .. .y g P3 L2 37
(EAST ST. Louis) gt

ROGER KELS0, individually and oa behalf of
all others similarly siated,

Plaintiff,

CotuMBIA ACORN TRUST end COLUMBIA
WANGER ASSET MANAGEMENT, LP,

Defendants.
COMPLAINT

Plaintiff, Roger Kelso, individually and on behalf of all others similarly situated, by and
through his undersigned counsel, and for his complaint against Defendants, Columbia Acomn
Trust and Columbia Wanger Asset Management, LP, states as follows:

NATURE OF THE ACTION

1 This is a class action against Columbia Acom Trust and Columbia Wanger Asset
Management, LP for breaches of fiduciary duties imposed by Section 36(a) of the Investment
Company Act of 1940 (the “Investment Company Act™), as amended, 15 U.S.C, 80a-35(a) and
pendant state law claims.

2 This action charges Defendants with fatling 10 properly evaluate on a daily basis
the value of the securities held by the Columnbia Acom International Fund when computing the
daily net assel value, thereby atlowing market timing traders to profit at the expense of iong term

sharcholders, in clear contravention of their fiduciary responsibilities.

1312 372 2098 TO 421BHB185786H000 P.04
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)
)
vs, ' ; Cause No. 0 3'7(0q W
' )
)
)
)
)
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JURISDICTION AND VENUE
3, Subject matter jurisdiction is conferred on this Court by Section 36(a) of the

Investment Company Act of 1940, as amended, 15 U.S.C. § 80a-35(2). This Court has pendant
and supplemental jurisdiction over the state law claims alleged in this complaint pursnant to 28
U.S.C. § 1367

4. h:lany of the acts charged herein occurred in substantial part in this District,
Defendants conducted other substantial business within this District and many Class merbers
reside within this District; therefore, venue is praper in this District pursuant to the Investment

Company Act of 1940, as smended, 15 U.S.C. § 80a-43,

PARTIES .
s. Plaintiff, Roger Xelso, 1s a resident of Columbia, linois, located in the Southem
District of liinois.
6. Deflendant, Columbia Acorn Trust (“Columbiza Funds"), is a Massachusetts

business trust with its principal place of business in Chicago, lllineis. Columbia Funds is the
registrant of the Columbia Acom Intemational Fund (“Columbia Acom International™).
Defendant, Columbia Funds, does business in the State of Illinois. Defendant, Columbia Funds,
at al] times relevant herein has promoled, marketed, and sold shares to the investing public
natdonwide including the State of Hlinois. Defendant, Columbia Funds, maintains investor
relationships nauonwide including with shareholders fn the State of lllinojs. Defendant,
Columbia Funds, has significant contacts with shareholders in the Southern District of [i}inois
and the activities complained of herein occurred, in whole or part, in the Southern District of

Illincis.
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7. Defendant, Columbia Wanger Asset Management, LP (“Columbia Acom
Lnterpational Fund Manager™), is 2 Delaware partnership with its principal place of business in

Chicago, Nllinois. The day-to-day tasks associated with nunning the business of Columbia Acom

Internationa), such as invesiment management, share marketing, distribution, redemption,
financial and regulatory reporting, and custodianship of funds are contracied out since it has no
significant number of int:r;xmal emplayees. Defendant Columbia Acorn International Fund
Manager has been contracied to serve as the investment manager for the Columbia Acom
International Fund. As the investment manager for Columbia Acorn International, Defendant
Columbia Acomn Intemnational Fund Manager selects the fund’s investments and operates or
supervises most phases of the fund’s business including the valuing of the fund’s portfolio
securities and the fund net asset valus. Defendant Columbia Acorn International Fund Manager
hes significant cantacts with fund shareholders in the Southern District of 1llinais as e result of its
operation and supervision of Columnbia Acam Intemational fund’s business and the activities
complained of herein occurred, in whole or in pant, in the Southem District of [linois. Defendant
Columbia Acorn International Fund Manager utilizes an interactive website to communicate with
fund shareholders, including those in the Souther Disirict of linois regarding performance of
the fund and the investments it manages.

8. Al all times relevant herein, Plaintiff Roger Kelso has owned and held shares of
Columbia Acom Intemational for the purpose of long term investing in international securities.

PLAINTIFF’S CLASS ACTION ALLEGATIONS
9, The foreign securities purchased by Defendants’ fund for its portfolio are

principally traded in securitics markets outside of the United States,
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10.  Open end mutual funds such as Defendants’ fund have been tremendously
successful in convineing investors such as Plaintiff to hold their fund shares by urging investors
to invest for the long term and by effectively marketing the various advantages of long term
ownership of funds over direct invesiment including professional management, diversification,
and liquidity. |

11, Shares of open end mufual funds are sold 1o investars such as Plaintiff at a price
based upan the net asset value (“NAV™) per share plus applicable sales charges. Invesiors in
shares may redeem their shares al the NAV of the shares less any redemption charges.

12.  The share prices (NAY) of Defendants’ mutual funds are se1 by deducting the
fund liabilities from the total assets of the pontfolio and then dividing by the number of
outstanding shares.

13.  Because the sales and redemption prices are based upon NAYV, which in tum
depends upon the fluctuating value of the fund’s underlying portfolio of securitics, Defendants
recalculate the fund net assct vahie every business day. Defendants set the fund share pnce
(NAV} once every business day at the close of trading on the New York Stock Exchange at 4:00
p.m. Eastern Time. The NAV of the shares is reported by Defendants to the National
Association of Securities Dealers (NASD) for public distribution,

14, Invshing their fund’s underlying assets for purposes of seiling the NAV,
Defendants use the last trade price in the home market of each of the secunities in its portfolic. A

significant portion of the securities in the Deferdanis’ fund portfoho are foreign securities. The
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home markets for such foreign securities include London, Paris, Frankfurt, Moscow, Singapore,
Kuala Lumpur, Hong Kong, Taiped, Tokyo and Sydney. These markets are located in time zones
that are 5 hours to 15 hours ahead of Eastern Standard Time.

15.  Stwudies of world financial rparkets have established associations between the
value changes among vanious markets. There is a positive correlation between value movements
in the United States market and valus movement's in forei'gn markets. [f the United States market
experiences an upwargd movement in values, il can be predicted that Asian markets will move
upward once trading begins their next day. The same upward movement can be predicted for
European markets once trading begins their next day. Similarly, if the United States market
experiences 8 downwand movement in values, it can be predicted that Asian and Eurcpean
markets will move :iownward once trading begins their nexi days. Because of these positive
correlations, the closing prices of the foreign securities in the underlying portfolic may not reflect
current market values at the time Defendants set their fund NAV. Appropriate adjustments need
to be made 1o the closing prices of the foreign securities in order to reflect current market values.
Despite knowledge of the United States market result, continuous Irading of the world equity
indexes, ADRs, forgign currency futures, markets and the correlations botween the value of the
fund’s securities and these benchmarks, Defendants do not make any value adjustment ta the
portfolio’s forcign securities prier o calculating fund NAV and setting share price every business
day.

18, The positive correlation between the upward or downward movement of value in
the United States market and subscquent movemens in foreign markets araund the world is

between 0,7 and 0.8, A value of 0.0 equates to absolutely no corrolation between value
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movements in United Stares markets and subsequent movements in foreign markets. A value of
1.0 equates o an absolute correlation betwesn value movements in United States markets and
subsequent value movements in foreign markets.

17, Studies of world financial markets de;nonswme that the greater the percentage
increase or decrease in the value of United States markets, the more likely foreign markets will

_post corresponding value movements on subsequent days, :rhe probability that the valoe
mavernents of forsign markets will follow the previous day’s value movements in United States
markets is directly correlated with the degree or extent of the value movement of United States
markets.

18. Since many of the home markets for the foreign securities in the Defendams’ asset
portfolio last traded hours before the setting at 4:00 p.m. Eastem of the fund NAV, the closing
prices used to calculate the NAV of Defendants’ fund are stale and do not reflect price relevant
information available subsequent to the foreign security’s Iast trade that wil) affest the value of
such security.

I9. During the interval that clapses between the time that Defendanis set the fund’s
share NAV (and releass it to the NASD for communication to the public) on consecutive days,
the securitics markets in Australia, Japan, Taiwan, Hong Kong, Malaysi», Singapore, Russia,
Germany, France and the United Kingdom have traded for an entire session from open to close.

20.  The cxchange located in Sydney, Australia, observes nonnal market trading hours
of 10:00 a.m. 1o 4:00 p.m. local time. Active trading of securities traded on this exchange ends,

and closing prices for those securities are posted, at 4:00 p.m, local time (2:00 a.rn. Eastern time),
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When Defendants calculate their fand NAV using closing prices from this exchange, Defendants
rely upon closing prices f;r gecurities traded on this exchange that have been static for 14 hours.

21.  The exchange located in Tokyo, Japan observes normal trading hours of 9:00 a.m.
10 3:00 p.m. local time. Active trading of securitics traded on this exchange ends, and closing
prices for those securitics are posted, at 3:00 pam, local time (2:00 a.m. Eastern time). When
Defendants calculate their fund NAYV using closing prices from this exchange, Defendants rely
upon closing prices for securities traded on this exchange that have been static for 14 hours,

22.  The exchange located in Taipei, Taiwan, observes normal trading hours of 9:00
am. to 1:30 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securities are posied, at 1:30 p.m. Joceal time (1:30 a.m. Eastern time).
When Defendants caleulate their fund NAV using closing prices from this exchange, Defendanis
rely upon closing prices for securities traded on this exchange thai have been static for 14.5
hours.

23,  The exchange located in Hong Kong observes norma! trading hours of 10:00 a.m.
o 4:00 p.m. local time. Active trading of securities raded on this exchange ends, and closing
prices for those securities are posted, at 4:00 p.m. local time (4:00 a,m. Eastern time). When
Defendants calculate their fund NAV using closing prices from this exchange, Defendants rely
upon closing prices for securities traded on this exchange that have been static for 12 hours.

24,  The exchange located in Kuala Lumpur, Malaysia, observes narmal trading hours
0f9:30 a.m. 1o 5:00 p.m. local time. Active trading of securities traded on this exchenge ends,

and clesing prices for those securities are posted, at $:00 p.m. local time (5;00 a.m. Eastern time).
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When Defendants calculate their fund NAV uging closing prices from this exchange, Defendanis
rely upon clesing prices for securities traded on this cxchange that have been static for 11 hours.
25.  The exchange located in Singapore observes normal trading hours of 9:00 am. o
5:00 p.m. local time. Active trading of securities traded on this exchange ¢nds, and closing
prices for those securities are posted, at 5:00 p.m. local time (5:00 a.m, Eastern time). When
Defend.ams calculate their fund NAV using closing prices from this exchange, ﬁcfcndant.s rely
upon closing prices for securities raded on this exchange that have been static for 11 hours.
26.  The exchange located in Moscow, Russia, observes normal rrading hours of 12:00
p.m. to 7:00 p,n. local time. Active rading of securities traded on this exchange ends, and
closing prices for those securities are posted, &t 7:00 p.m. local time (11:00 a,m, Eastern time).
When Defendants calculate their fand NAYV using closing prices from this exchange, Defendanis
rely upon closing prices for securides traded on this exchange that have been static for 5 hours.
27.  The exchange located in Frankfurt, Genmany, observes normel trading hours of
9:00 a.m. to 8:00 p.m. local time. Active trading of securities tra;dcd on this exchange ends, and
closing prices for those securities are posted, at 8:00 p.m. local time (2:00 p.m. Eastern time).
When Defendants calculate their fund NAV using closing prices from this exchange, Defendants
rely upon clusing prices for securities traded on this exchange that have been static for 2 hours,
28.  The exchange [ocated in Paris, France, observes normal irading hours of 9:00 a.m.
10 5:30 p.m. local ime. Active trading of securities traded on this exchange ends, and ¢losing
prices for those securities are posted at, §:30 p.m, local time (11:30 a.m. Eastern ume). When
Defondants calculate their fund NAV, using elosing prices from this exchange Defendants rely

upon closing prices for securities traded on this exchange that have been statlic for 4.5 hours.
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29,  The exchange located in London, Bngland, observes normal market hours of 8:00
a.m. to 4:30 p.m. local time. Active trading of securities traded on this exchange ends, and
closing prices for those securitics arc posted at 4:30 p.m. local time (11:30 a.m. Eastern time).
When Defendants calculatc their fund NAV using closing prices from this exchange, Defendants
rely upon closing prices for se;:uﬁtics traded on thig exchange that have been static for 4.5 hours,

30. A ;igniﬁcam portion of the underlyiog foreign securities in the Defendants’ .fund
portfolio are listed on foreign exchanges and trade during each market's respective session. The
NAVs set by Defendants do not take into account on a daily basis any price relevant information
that has become available in this 2 to 14% hour interval, afier the final prices for the underlying
foreign sccurities have been posted but, prior to the sefting of the NAVs. Pricc relevant
information, such as the continuous trading of warld equity market indexes, ADRs and foreign
curreney futures markets impact the valuation of these underlying forsign securities, and is
significant for valuation because the final market prices have become stale and do not refleet the
current market value of the securities.

31. By failing to make daily adjustments based upon posilive correlations between
upward or downward movements in Uniled States and foreign markets and by choosing to use
stale prices in valuing their fund shares and setting their daily NAVs, Defendants have exposed
long term shareholders to market timing traders who regularly purchase and redeem Defendams’
shares as part of a profitable trading strategy. The markei timing trading strategy stems from the
ability of market timing maders to predict changes in the NAV. Market timing traders are able to
predict changes in the NAY because of the positive correlations between value movements in

United States markets and forejgn markets. The stale price strategy of markst timers who trade

312 B34 0287 H 11/25/03 3:14PN; Jatfax #332;Page 12/24




——
NOU 26 2083 11:23 FR BELLBOYD LLOYD 1312 372 20598 TO 4210H10578H0E8 P. 13

Sent by: WAM BRUCE LAUER 312 634 0267 ;  11/25/08 8:15PM;)atfax #332;Page 13/24

Defendants’ fund shares is to buy sharos on days when the United States market moves up and to
sell (redeem) shares when the United States market moves down. In order to derive maximum
benefit from price relevant information developed subsequant to the now stale closing prices of

the portfoiio securities, market timers wait until the fund deadline for buying or selling

(redeeming) shares in Defendants’ fund or any particular business day. Because Defendants
cannot buy or sell the rarcig:; securities in the funds’ underlying portfolic (due to the time
difference between New York and the home markets of the foreign securities) at the time it scts
the daily NAY that values the shares it issuca and redeems, the shares that Defendants issue to
and redeem from market timers do not reflect current market prices of the foreign securities held
by the fund.

32. Due to the use of stale prices by Defendants in valuing the fund sharcs, market
timers who buy Defendants’ fund shares on days when the United States market moves up are

buying discounted shares at the expense of other fund shareholders because the fund’s underlying

foreign securities assets are undervalued as of the time of the share purchase.

33.  Due 1o the use of stale prices by Defendants in valuing their fund shares, market
timers who scll (redeem) Deferrdants’ fund shares on days when the United States marker moves
down are selling (redeeming) shares at a premium at the expense of other fund shareholders
because the underlying foreign securities assets are overvalued as of the time of the share sale
(redemption).

34, Shares in Defendants’ fund can be traded, cither by purchase or redemption, only

once a day at 4:00 p.m, Eastern Time.

10
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35.  The excess profits thar are obtained by market timing traders’ taking advantage of
the stale pricing of Defendants’ fund shares come at the expense of fellow shareholders who are
non-trading long term buy and hold investors. The fransfer of wealth from the non-trading long
term buy and hold shareholders 1o the market dmers trading Defendants’ fund shares occurs
through dilution.

34, Market timing traders p;ay cash to Defendants’ funds when they purchase
discounted shares. Marke! timing traders regeive cash from Defendants’ funds when they seli
(redeem) their shares at a premium. Defendants’ fund NAV is diluted in both instances. When
market timing tradeys are able to buy shares at a discount, Defendants’ fund assets suffer dilution
because the cash received by the fund for each of the shares purchased is less than the per share
value of the underlying foreign securities because of the stale pricing utilized by Defendants,
Likewise, when market timing traders are able 1o sell (redeem) shares at a premium, Defendants'
fund assets suffer dilution because the cash paid out by the fund for cach of the shares redeemed is
more than the per share velue ofthe underlying securities, again due to the stale pricing utilized by
Defendanis. In both instances, when Defendants receive less cash when issuing and pay out more
cash when redeeming market timing frader shares than supported by the value of their underlying
foreign securities; the result is a dilution of Defendants’ cash. Since the cash held by the fund is
one of the assets that is valued in setting the Defendants’ daily fund NAYV, it follows that the

. diluted fund cash position causes the fund NAY to be diluted as well. Due o the stale pricing
utilized by Defendants, long term buy ami hold sharehoiders have incurred a dilution in the NAV
of their shares and the wealth represented by that diluted amount has been transferred to rnarket

timing traders,

11
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37. By failing to make daily adjustments based upon the correlations between upward
movements in United States and foreign markets, world equiry index market trading, ADRs,
foreign currency futures and by choosing to use stale prices in valuing the underlying foreign
sacurities that are used setting their daily NAY, Defendants give market timing traders the
opportunity to eam vastly higher returns at no sdditional risk. Unlike other market timing besed
trading, market timers who trade Defendants’ fund shares do nat have to look into the future to
time their purchases and redemptions of shares. Rather, they have the haxury of being able to look
backwards becsuse Defendants’ share pricing fails to adjust for recognized positive correlations
and uses stale prices in valuing its underlying portfolio securities.

38.  Since it is such an attractive low risk trading vehicle 1o marker timers, Defendants’
fund experiences increased trading and transaction costs, disruption of planned investment
strategies, forced and unplanned portfolio turnover (including the liquidation of investments to
meet market limer redemplion requests), lost opportunity costs and asset swings that ncgatively
impact fund operations, performance and the ability of the fund to provide 2 maximized return to
long term sharchalders,

39,  Plaintiff brings this complaint as a class action against Defendants, Columbia
Funds and Columbia Acom Intemnatlional Fund Manager, and purswant to Rule 23 of the Federal
Rules of Civil Procedure, individually and on behalf of a class of all persons in the United States
who have owned shares of Columbia Acom Intemational for more than 14 days from the date of
purchase (o the date of sale (redemption) or exchange (“long term shareholders™). Excluded from

the Class are Defendants, any parent, subsidiary, affiliate, or controlied person of Defendants, as

12
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well as the officers, directors, agents, servants or employees of Defendants, and the immediate
family members of eny such person. Also excluded is any judge who may preside over this case.

40.  Plaintiff is a member of the Class and will fairly and adequately assert and protect
the interests of the Class. The interest of the Plaintiff is coincident with, and not antagonistic to,
those of ather members of the Class. Plaintiff has retained atorneys who are experienced in class
action litigation. |

41. Members of the Class are so numeraus that joinder of all members is
impracticable.

42, Common questions of law or facl predominate over any questions affecting only
individuet members of the Class. Common questions include, but are not limited to, the
following:

a whether Defendants failed to properly evaluate an a daily basis whether a
significant event affecting the value of Columbia Acom International’s
portfolio of securities had occurred after the foreign home markets for such

sscurities had cloged but before the fund's NAV calculation and share price
selting;

b, wether Defendants failed to properly implement Columbia Acorn
International’s portfolio valuation and share pricing policies and procedures
making daily adjustments hased upon United States market results and
recognized positive correlations between upward movements in United
Svates and foreign markets in the valuation of the fund’s pertfolic securities
prior to the caleularion of the fund NAYV and setting of the share price;

c. whether Defendants failed to properly implemem Columbia Acom
International’s portfolio valuation and share pricing policies and procedures
making daily adjustments to stale closing prices of the underlying parifolio
securities before the fund’s NAV calculation and share price sctting;

d. whether Defendants failed to properly implement Columbia Acom

International’s pertfolio valuation and share pricing policies so as to require
the use of fair value pricing to value partfolio securities and fund NAV and

13
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share prices when closing prices of portfolio securities did not reflect their
market values;

€. whether Defendants failed to protect Columbia Acom International’s long
term shareholders from market timing traders who use fund shares as a
trading vehicle to eamn profits at the expense of long term sharcholders
because of the failure of defendants to make daily adjustments, based upon
known United States markes resulls and recognized positive correlations
between upward movements in United States and foreign markets, prior to
the daily calculation of the fund NAY and the setting of share prices as well
as their use of stale prices in the valuation of the fund’s portfolio securities
prior to the daily calculation of the fund NAV and the setting of share
prices;

f. whether Defendants breached the dutics they owed to Plaintiff and the
Class;

g whether Plaintiff and the Class have been damaged and, if so,
h. the extent of such damages,
43.  The prosecution of separale actions by individual members of the Class would

create a risk of:

a. inconsistant or varying adjudications with respect 10 individual members of
the Class; and

b. adjudication with respect to individual members of the Class, which would,
as 3 practical matter, be dispositive of the interests of other members not
parties to the adjudication or substantially impair or impede their ability 10
protect their interest,
44,  The class action method is appropriate for the fair and efficient prosecution of this
action.

45.  Individual litigation of all claims, which might be brought by all Class members

would produce a multiplicity of cases so that the judicial system would be congested for years.
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Class wreatment, by contrast, provides manageable judicial treatment celculated to bring a rapid
conclusion to all [itigation of all ¢claims anising from the conduct of the Defendants.
COUNT]

Plaintiff, Roger Kelso, individuaily and on behalf of all others similarly situated, by and
through his undersigned counsel, and fior Count I of his Complaint for violation of Section 36(a)
of the Investment Con;pany Act, 15 U.S.C. 80a-35(a) against Defendants, Colurnb'ia Funds and
Columbia Acem Intermational Fund Manager, states as follows:

46, Plainuff repeats and incorporates by reference paragraphs 1 through 45 as if fully
set forth herein.

47.  Defendant Columbia Funds operates Columbia Acorn International as an open end
muwal fund with the stated goal of providing leng term capital growth 1o investors who hold
shares of the fund. The fund expressly states in its prospectus thet it seeks to achieve its
investment goal through a policy of investing in stocks and debt obligations of companies outside
of the United States.

48.  Defendant, Columbia Acom International Fund Manager, serves as the investment
manager for Columbia Acorn Intemnational. Defendant, Columbia Acom International Fund
Manager, provides, among other things, portfolio management services and selects the securities
for Columbia Acorn Imernationa! to buy, hoid or seil. Columbia Acomn International pays
Defendant, Columbia Acomn International Fund Manager, set fees based on the percentage of

assels under management for managing Columbia Acorn Intemnational’s assets, Defendam

15
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Columbia Acorn International Fund Maneger’s compensation and management of the Columbia
Acom International are required to be reviewed and approved by Defendant Columbia Funds®
board of trustees.

49.  Atall times relevant hereto, Plaintiff, Roger Kelso, has held shares in Columbia
Acorn International.

S0, In undertaking t.hci.r role as investment managers for the fund and in returmn for.a fee
paid by investors, Defendants directly or impliedly held themselves out as skilled specialists in the
field of investment management, possessing the knowledge, skill and care ordinarily used by
reasonably well-quelified members of their profession.

51.  Atall times relevant hereto, Defendants had a fiduciary duty 1o exercisc thas degree
of knowledge, skill and care ordinarily used by reasonably weli-qualified members of their
profession,

52.  Atall umes reievant herein, Defendants had a duty when valuing the find's
securities and determining daily NAV to utilize accurate current markst values for such seeurities
in order to avoid dilution in the value of Jong term sharcholders’ holdings.

53.  Defendants breached their duties of due care owed to Plaintiff, Roger Kelso. and
similarly situated shareholders of the Columbia Acom International by, inter alia:

a. failing to properly evaluale on 3 daily basis whether a significant event
affecting the value of Columbia Acorn International’s portfolio of securities
had occurted after the foreign trading markets for such secunties had closed

but before Defendants calculated NAY and share prices;

b. faiting to implemeni Columbia Acomn Internanonal’s portfolic valuation
and share pricing policies and procedures; and

16




NOU 26 2883 11:26 FR BELLBOYD LLQYD 1312 372 2898 TO 4210HP185788H000 P. 20

sent by: WAM BRUCE LAUER 312 634 0287 3 11/25/03 3:17PM; Jelfax #332;Page 20/24

c. allowing porifolio valuation and share pricing policies and procedures
which benefited market timing traders of Columbia Acomn Intemational’s
shares at the expense of long term shareholders.

S4.  Asadirect and proximate result of the Defendants’ breach of their duties, Plaintiff
and the Class have suffered damages in the amount to be proven at trial. including all
compensatory damages, punitive damages, aftorneys' fees and costs.

WHEREFORE, Plaintiff ang the Class pray that the Court enter judgment in their favor
and against Columbia Funds and Columbia Acorn International Fund Manager, as follows:

A Ordering that this action be maintained as a class action pursuant to Rule 23
of the Federal Rules of Civil Procedure and the following Class be certified:

All persons in the United States who held shares in the Columbia Acorn
International for a period of more than 14 days before redeeming or
exchanging them;

B. Awarding Plaintiff and the Class compensatory damages, prejudgment
interest, costs of suits, punitive damagas and attorneys’ fees for an amount representing the
damages caused by Defendants’ breach of their duties.

PLAINTIFF DEMANDS TRIAL BY JURY..
CQUNTI

Plaintiff, Roger Kelso, individually and on behalf of all others similarly situated, by and
through his undersigned counsel, and for Count I of his Complaint for commen law r;egligence
against Defendants Celumbia Funds and Columbia Acorn International Fund Manager, states as

follows:

55.  Plaimiff repeats and incorporates by reference paragraphs 1 through 54 as if fully

set forth herein.
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56.  Atall imes relevant herein, Defendants had a duty when valuing the funds’
securities and determining daily NAYV to utilize accurate current market values for such securnities
in order to avoid dilution in the value of long term sharcholders’ holdings.

57. Defendants breached their duties 1o Plaintiff, Roger Kelso, and similarly situated
shareholders by, inter alia:

‘a, failing to properly evaluate on a daily basis whether a significant event
affecting the value of Columbia Acom Intematicnal’s porifolic of securitics
had occurred after the foreign trading markets for such securities had closed

but before Defendants caleulated NAV and share prices;

b. faiting to implement Columbia Acorn Intemational’s portfolio valuation
and share pricing policies and procedures; and

c. allowing portfelio valuation and share pricing policics and prosedures
which benefited market iming traders of Columbia Acomn International’s
shares at the expense of Jong term shareholders.

58. As a direct and proximate result of the Defendants’ breach of their duties, Plaintiff
and the Class have suffered damages in the amount to be proven at trial.

WHEREFORE, Plaiptiff and the Class pray that the Court enter judgment in their favor
and against Columbia Funds and Columbia Acorn Intemational Fund Manager as follows:

A. Ordering that this action be maintained as a class action pursuant {o Rule 23

of the Federal Rules of Civil Procedure and the following Class be certified:

All persens 1 the United States who held shares in the Columbia

Acomn International for a peried of more than 14 days before
redeeming or exchanging them;
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B. Awarding Plaintiff and the Class compensatory damages, prejudgment
interest, costs of suits and attorneys’ fees for an amount representing the damages caused by
Defendants’ breach of their duties,

PLAINTIFF DEMANDS TRIAL BY JURY,
COUNT uf

Plaimiff, Roger Kelso, individually and on behalf of all others similarly situated, by and
through his undersigned counsel, and for Count [ of his Complaint for common law gross
negligence against Defendants, Columbia I-\md's and Columbia Acormn Intemnational Fund
Manager, states as follows:

59.  Plintiff repeals and incorporstes by reference paragraphs 1 through 58 as if fully
set forth herein.

60. At all times relevant herein, Defendants had s duty when valuing the fund’s
securitics and determining daily NAV 1o utilize accurate cuirent market values for such securities
in order 1o aveid dilution in ihc value of long term sharcholders’ holdings.

6).  Defcndanis knew, or were negligent in not knowing, that the closing prices for the
foreign securitics held by the Columbia Acorn International Fund and used by Defendants to
calculate NAYV for said funds did not represent current market value because, inter alis, those
prices did not reflect ¢hanges in the funds' securities which occurred afier the exchange on which
those foreign secunities trade closed and before the closing of the New York Stock Exchange.

62.  Withconse io@xs disregard and utter indiffersnce for Plaintiff’s investment,
Defendants willfully and wantonly breached their duties to Plamtiff and similarly situated

sharcholders by, inter glia;
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a. failing to know and implement applicable rules and regulations concerning
the calculation of NAY,
b. failing to properly evaluate on a daily basis whether a significanf event

affecting the value of Columbia Acom International’s portfolio of secunties
had occurred after the foreign trading markets for such securities had closed
but before Defendants caleulated NAV and share prices;

c. failing 10 lmplemcnt Columbia Acom International’s ponfoho valuation
' and share pncmg policies and procedures; and

d. aliowing portfolio valustion and share pricing pelicies and procedures
which benefited market timing traders of Columbia Acom International’s
shares at the expense of long term shareholders.

63.  Asadirect and proximate result of the Defendants’ breach of their duties, Plaintiff
and the Class have suffered damages in the amount to be proven at trial, including all
compensaitory damages, punitive damages, attorneys’ fees and costs.

WHERZEFORE, PlaintifT and the Class pray that the Court enter judgment in their favor
and against Columbia Funds and Columbia Acom Intemational Fund Manager as follows:

A, Ordering that this action be maintzined as a class action pursuant to Rule 23

of the Federal Rules of Civil Procedure and the following Class be centified:

All persons in the United States who held shares in the Columbia

Acom International for a period of more than 14 days before

redecming or exchanging them;

B. Awarding Plaintiff and the Class compensalory damages, prejudgment

imerest, costs of suits, punitive damages and attorneys’ fees for an amount representing the

damages caused by Defendants® breach of their duties.

PLAINTIFF DEMANDS TRIAL BY JURY

20




NOU 26 2883 11:27 FR BELLBOYD LLOYD

Sent by: WAM BRUCE LAUER

at2 g34 0287 H

1312 372 2098 TO 421BHO1B5782HEEE P.24

; #2834998
0 Executive Woods Court
Swansea, 11linois 62226
Telephone: 618/277-1180
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70 West Madison, Suite 660
Chicago, Illinois 60602
Telephone: 312/641-9750
Facsimnile: 312/641-9751

E-mail: gzeles@koreintillery.com

Eugene Barash ¥6280033
701 Market Street, Suite 300
Saint Louis, Missouri 63101
Telephone: 314/241-4844
Facsimile: 314/241-3525

MILBERG WEISS BERSHAD HYNES &
LERACHLLP

John J. Stoia, Jr.

Timathy G. Blood

Susan Collyer

William J. Doyle II

401 B Streey, 1 1h Floor

San Diege, CA 92101

Telephone: 619/231-1058

Facsimile: 615/231-7423

BONNETT, FAIRBOURN, FRIEDMAN &
BALINT,P.C,

Andrew S, Friedman

Franeis J. Balint, Jr,

2901 N. Central Avenue, Suite 1000

Phoenix, AZ 85012

Telephone: 602/274-1]100

Atrorneys for Plaintiff and the Class

21

11/25/03 3:!18PM;Jetfax #332;Pege 24/24

*k TOTRL PAGE. 24

HOK




