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Ladies and Gentlemen:

Pursuant to Section 33 of the Investment Company Act of 1940, we hereby file on behalf of INVESCO Funds
Group, Inc. (an investment adviser), AMVESCAP PLC and the following persons, two copies of one pleading in
Eileen Clancy, Individually and on Behalf of All Others Similarly Situated v. INVESCO Advantage Health
Sciences Fund, et al., received on or about February 2, 2004.

INVESCO Advantage Health Sciences Fund
INVESCO Core Equity Fund

INVESCO Dynamics Fund

INVESCO Energy Fund

INVESCO Financial Services Fund
INVESCO Gold & Precious Metals Fund
INVESCO Health Sciences Fund
INVESCO International Core Equity Fund
INVESCO Leisure Fund

INVESCO Mid-Cap Growth Fund
INVESCO Multi-Sector Fund

AIM INVESCO S&P 500 Index Fund
INVESCO Small Cap Company Growth Fund
INVESCO Technology Fund

INVESCO Total Return Fund

INVESCO Utilities Fund

INVESCO Advantage Fund

INVESCO Balanced Fund

INVESCO European Fund

INVESCO Growth Fund

INVESCO High Yield Fund

INVESCO Growth & Income Fund
INVESCO Real Estate Opportunity Fund
INVESCO Select Income Fund

INVESCO Tax-Free Bond Fund

INVESCO Telecommunications Fund

INVESCO US Government Securities Fund

INVESCO Value Fund

INVESCO Latin American Growth Fund

INVESCO Stock Funds, Inc.

AIM Money Market Fund

AIM INVESCO Tax-Free Money Fund

AIM INVESCO Treasurers Money Market
Reserve Fund

AIM INVESCO Treasurers Tax-Exempt
Reserve Fund

AIM INVESCO US Government Money Fund

AIM Sector Funds Inc.

AIM Stock Funds

AIM Counsel or Series Trust

AIM Bond Funds Inc.

AIM Combination Stock and Bond Funds Inc.

AIM Money Market Funds Inc.

AIM International Funds Inc.

Timothy Miller

Raymond Cunningham

Thomas Kolbe

Please indicate your receipt of this document by stamping the enclosed copy of this letter and returning it to us in

the envelope provided.

Sincere .
=

Stephen imes
Assistant General Counsel

Enclosures

cc: Mr. Robert B. Pike, SEC - Fort Worth
Mr. James Perry, SEC - Fort Worth
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UNITED STATES DISTRICT COQURT
SOUTHERN DISTRICT OF NEW YORK

| civil Action No. DY (W-D N3
EILEEN CLANCY, Individually and on
Behalf of All Others Similarly

Situated, CLASS ACTION COMPLAINT

Plaintiff,
vs. JURY TRIAL DEMANDED

INVESCO ADVANTAGE HEALTH SCIENCES
FUND, INVESCO CORE EQUITY FUND,
INVESCO DYNAMICS FUND, INVESCO
ENERGY FUND, INVESCO FINANCIAL
SERVICES FUND, INVESCC GOLD &
PRECTOUS METALS FUND, INVESCO
HEALTH SCIENCES FUND, INVESCO B2
INTERNATIONAL CORE EQUITY FUND F a4
(FORMERLY KNOWN AS INTERNATIONAL o=
BLUE CHIP VALUE FUND), INVESCO S
LEISURE FUND, INVESCO MID-CAP coa
GROWTH FUND, INVESCO MULTI-SECTOR e
FUND, AIM INVESCO S&P 500 INDEX R
FUND, INVESCO SMALL COMPANY GROWTH o
FUND, INVESCO TECHNOLOGY FUND, o
INVESCO TOTAL RETURN FUND, INVESCO ”
UTILITIES FUND, AIM MONEY MARKET
FUND, AIM INVESCO TAX-FREE MONEY
FUND, AIM INVESCO TREASURERS MONEY
MARKET RESERVE FUND, AIM INVESCO
TREASURERS TAX-EXEMPT RESERVE
FUND, AIM INVESCO US GOVERNMENT
MONEY FUND, INVESCO ADVANTAGE
FUND, INVESCO BALANCED FUND,
INVESCO EUROPEAN FUND, INVESCO
GROWTH FUND, INVESCO HIGH-YIELD
FUND, INVESCO GROWTH & INCOME
FUND,

[Caption continues on next pagel]




INVESCO REAL ESTATE OPPORTUNITY
FUND, INVESCO SELECT INCOME FUND,
INVESCO TAX-FREE BOND FUND,
INVESCO TELECOMMUNICATIONS FUND,
INVESCO U.8. GOVERNMENT SECURITIES
FUND, INVESCO VALUE FUND, INVESCO
LATIN AMERICAN GROWTH FUND
(collectively known as the
“INVESCO FUNDS”), AIM STOCK FUNDS,
AIM COUNSEL OR SERIES TRUST, AIM
SECTOR FUNDS INC., AIM BOND FUNDS
INC., AIM COMBINATION STOCK AND
BOND FUNDS INC., AIM MONEY MARKET
FUNDS INC., AIM INTERNATIONAL
FUNDS INC. ({collectively known as
the “INVESCO FUNDS REGISTRANTS”),
AMVESCAP PLC, INVESCO FUNDS GROUP,
INC., TIMOTHY MILLER, RAYMOND
CUNNINGHAM, and THOMAS KQOLBE,

Defendants.’

Plaintiff alleges the follewing based upon the investigation
of Plaintiff’s counsel, which included a review of United States
Securities and Exchange Commission (“SEC”) filings as well as
other.regulatory filings and reports and advisories about the
INVESCO Funds (as defined in the caption of this case, above),
press releases, and media repocrts about the INVESCO Funds.
Plaintiff believes that substantial additional evidentiary
support will exist for the allegations set forth herein after a
reasonable opportunity for discovery.

NATURE OF THE ACTION

1. This 1s a federal class action on behalf of a class
consisting of all persons cother than defendants {(the “Class”) who

purchased or otherwise acquired shares or other cwnership units




of one or more of the mutual funds in the INVESCO family of funds
(i.e., the INVESCO Funds as defined in the caption, above)‘
between December 5, 1998 and December 1, 2003, inclusive, and who
were damaged thereby. Plaintiff seeks to pursue remedies under
the Securities Act of 1233 (the “Securities Act”).

2. This action charges defendants with disseminating
misleading statements in various prospectusés during the Class
Period. As part and parcel of defendants’ unlawful conduct, the
Fund Defendants, as defined below, in clear contravention of
their fiduciary responsibilities, and disclosure obligations,
failed to properly disclose that:

(a) select favored customers were allowed to engage in
illegal “late trading,” a practice, more fully described herein,
whereby an investor may place an order to purchase fund shares
after 4:00 p.m. and have that order filled at that day’s closing
net asset value; and

(b) select favored customers were improperly allowed
to “time” their mutual fund trades. Such timing, as more fully
described herein, improperly'allows an investor to trade in and
out of a mutual fund to exploit short-term moves and
inefficiencies in the manner in Which the mutual fﬁnds price
their shares.

3. On December 1, 2003, after the market closed, The

Washington Post reported on its website that the SEC and the New




York State Attorney General Ellio' Spitzer (“New York Attorney
General”) planned on bringing chabes agalnst INVESCO Funds
Group, defined below, and Raymond:unningham as early as the
following day for permitting predaory short-term trading to
increase INVESCO Funds Group’s mangement fees.

4. Subsegquently, on Decembe 2, 2003, the SEC, the New
York Attorney”General, and the Attirney General for the State of
Colorado Ken Salazar (“Colorado Aticrney General”) separately
filed civil charges against Raymonc Cunningham and/cr INVESCO
Funds Group, Inc., alleging that difendants permitted and
encouraged market timing in INVESC%EUnds to the detriment of
long term shareholders by arranginé “special situations” with
certain privileged investors; inclﬂding the Canary Defendants,
defined below, who were permitted ﬁo engage in pervasive short-
term trading in INVESCO Funds in eiphange for large investments

in the funds, commonly known as “sticky assets.”

JURISDICTION Afi\ID VENUE
{
5. This Court has jurisdictidn over the subject matter of
this action pursuant to Section 22 o% the Securities Act, 15
U.s.Cc. § 77v, and 28 U.5.C. §§ 1331,i1337‘
6. Many of thé acts charged ﬂerein, including the
| preparation and dissemination of maferially false and misleading

information, occurred in substantial part in this District.




Defendants also conducted other substantial business in this
district.

7. In connection with the acts alleged in this complaint,
defendants, directly or indirectly, used the means and
instrumentalities of interstate commerce, including, but not
limited to, the mails, interstate telephone communications and
the facilities of the national securities markets.

PARTIES

8. Plaintiff, as set forth iﬁ his certification, which is
attached hereto and incorporated by reference herein, purchased
units of the INVESCO High Yield Fund during the Class Period and
has been damaged thereby.

9. Each c¢f the INVESCO Funds are mutual funds that are
reqgulated by the Investment Company Act of 1240, are managed by
defendant INVESCO Funds Group, as defined below, and that buy,
hold, and sell shares or cother ownership units that are subject
to the misconduct alleged in this compléint.

10. AMVESCAP PLC (“AMVESCAP”) 'is the ultiméte parent of all
of the INVESCO defendants. Through its subsidiaries, including
defendant INVESCO Funds Group, defined below, AMVESCAP provides
retail and institutional asset management services throucghout the
world. AMVESCAP is a London-based corporation and maintains an

office at 11 Greenway Plaza, Houston, Texas 77046, AMVESCAP
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securities trade con the New York Stock Exchange under the symbol
“AVZ."

11. INVESCO Funds Group, Inc. (VINVESCO Funds Group”) is
registered as an investment adviser under the Investment Advisers
Act and managed and advised the INVESCO Funds during the Class
Period. During this period, INVESCO Funds Group had ultimate
responsibility for overseeing the day-to-day management of the
INVESCO Funds. INVESCO Funds Group is located at 4350 South
Monaco.Street, Denver, Colorado.

12. Defendants INVESCO Funds Registrants are the
registrants and issuers of the shares of one or more of the
INVESCO Funds, and their office is located at 11 Greenway Plaza,
Houston, Texas 77046.

13. Defendant Raymcnd Cunningham (“Cunningham”) was, at all
relevant times, the President of INVESCO Funds Group, and since
January 2003, Chief Executive Officer of INVESCO Funds Group, and
was an active participant in the unlawful scheme alleged herein.

14. Defendant Timothy Miller ("Miller”) was, at all
relevant times, the Chief Investment Officer of INVESCO Funds
Group, and was an active participant in the unlawful scheme
alleged herein. | |

15, Defendant Thomas Kolbe (“Kolbe”) was, at all relevant

times, Senior Vice President of National Sales of INVESCO Funds




Group,  and Qas-an active participant in the unlawful schene
alleged herein.

16. AMVESCAP, INVESCO Funds Group, INVESCO Funds
Registrants, Timothy Miller, Raymond Cunningham, Thomas Kolbe,
and the INVESCO Funds are referred to collectively herein as the
“Fund Defendants.”

Relevant Non-Parties

17. Brean Murray & Co., Inc. (“Brean Murray”) is a Delaware
corporation with coffices at 570 Lexington Avenue, New York, New
York 10022-6822, and was an active participant in the unlawful
scheme alleged herein.

18. 'Aﬁerican Skandia Inc. (“American Skandiaf) has offices
at Cne Corporate Drive, Shelton, Connecticut 06484, and was an
active participant in the unlawful scheme alleged herein.

19, Canary Capital Partners, LLC is a New Jersey limited
liability company with offices at 400 Plaza Drive, Secaucus, New
Jersey. Canary Capital Partners, LLC was an active participant
in the unlawful scheme alleged herein.

20. Canary Investment Management, LLC, 1s a New Jersey
limited liability company, with offices at 400 Plaza Drive,
Secaucus, New Jersey. Canary Investment Management, LLC was'an

active participant in the unlawful scheme alleged herein.




21. Canary Capital Partners, Ltd., is a Bermuda limited
liability company. Canary Capital Parfners, Ltd. was an active
participant in the unlawful scheme alleged herein.

22. Edward J. Stern (“Stern”) 1s a resident of New York,
New York. Stern was the managing principal of Canary Capital
Partners, LLC, Canary Investment Management, LLC, and Canary
Capital Partners, Ltd. énd was an active participant in the
unlawful scheme alleged herein.

23. Canary Capital Partners, LLC, Canary Capital Partners,
Ltd., and Canary Investmenthanagement, LLC, are collectively
referred to herein as “Canary.”

24. The true names and capacities of John Does 1 through
100 are other active'participants with the Fund Defendants in the
widespread unlawful conduct alleged herein whose identities have
yet to be ascertained. Such individuals were secretly permitted
‘to engage in improper timing at the expense of ordinary INVESCO
Funds investors, such as Plaintiff and the other members of the
Class, in exchange for which these John Does provided
remuneration to the Fund Defendants.

PLAINTEFEF’S CLASS ACTION ALLEGATIONS

25. Plaintiff brings this action as a c¢lass action pursuant
to Federal Rule of Civil Procedure 23(a) and (b) {3) on behalf of
a Class, consisting of all persons or entities who purchased or

otherwise acquired shares of one the INVESCO Funds between




December 5, 1998 and December 1, 2003, inclusive, and who were
damaged thereby. Plaintiff and each of the Class members
purchased shares or other ownership units in one of the INVESCO
Funds pursuant to a registration statement and prospectus. The
registration statements and prospectuses pursuant to which
Plaintiff and the other Class members purchased their shares or
other ownership units in one of the INVESCO Funds are referred to
as the “Prospectuses”. Excluded from the Class are defendants,
members of their immédiate families and their legal
representatives, heirs, successors or assigns and any entity in
which defendants have or had a controlling interest.

26, The members of the Class are sc numerous that joinder
of all members is impracticable. While the exact number of Class
members is unknown to Plaintiff at this time and can only be
ascertained through appropriate discovery, Plaintiff believes
that there are thousands of members in the proposed Class.
Record owners and other members of the Class may be identified
from records maintained by the INVESCO Funds and may ke notified
of the pendency of this action by mail, using the form of notice
similar to that customarily used in securities class actions.

| 27. Plaintiff’s claims are typical of the claims of the
members of the Class as all members of the Class are similarly
affected by defendants’ wrongful conduct in violation of federal

law that is complained of herein.




28. Plaintiff will fairly and adequately protéct the
interests of the members of the Class and has retained counsel
competent and experienced in class and securities litigation.

29. Common questions of law and fact exist as to all
menbers of the Class and predominate over any gquestions solely
affecting individual members of the Class. Among the questions
of law and fact common to the Class are:

{a) whether the federal securities laws were violated
by defendants’ écts as alleged herein;

(b} whether statements made by defendants to the
investing public during the Class Period misrepresented material
facts about the business, cperations and financiai statements of
the INVESCO Funds; and

{c} to what extent the members of the Class have
sustained damages and the proper measure of damages.

3C. A class action is sﬁperior to all other awvailable
methods for the fair and efficient adjudication of this
controversy since joinder of all members is impracticable.
Furthermore, as the damages suffered by individual Class members
may be relatively small, the expense and burden of individual
litigation make it virtually impossible for members of the Class
to individually redress the wrongs done torthem. There will be

no difficulty in the management of this action as a class action.




SUBSTANTIVE ALLEGATIONS

Introduction: The Double Standard for Privileqed Investors

31. Mutual funds are meant to be long-term investments and
are theréfore the favered savings vehicles for many Americans’
retirement and college funds. However, unbeknownst to investors,
from at least as early as December 5, 1998 and until December 1,
2003, inclusive, defendants engaged in fraudulent and wrongful J
schemes that enabled certain favored investors to reap many
millions of dollars in profit, at the expense of ordinary INVESCO
Funds’ investors, including Plaintiff and other members of the
Class, through secret and illegal after~hours trading and timed
trading. In exchanée‘for allowing and facilitating this improper
conduct, the Fund Defendants received substantial fees and other
remuneration for themselves and their affiliates to the detriment
of Plaintiff and the other members of the Class who knew nothing
vof these i1illicit arrangements. Specificelly, INVESCO Funds
Group, as manager of the INVESCO Funds, and each of the relevant
fund managers, profited from fees INVESCO Funds Group charged to
the INVESCC Funds that were measured as a percentage of the fees
under management. Additionally, in exchange for the right to
engadge in illegal late trading and timing, which hurﬁ Plaintiff
and other Class members, by artificially and materially affecting:
the value of the INVESCO Funds, Canary, Brean Murray, clienté of

American Skandia, and the John Does, agreed to park substantial

10




assets in the Invesco Funds, thereby increasing the assets under
INVESCO Funds’ management and the fees paid to INVESCO Funds’
managers. The assets parked in the INVESCC Funds in exchange fOr
the right to engage in late trading and timing have been referred
to as “sticky assets.” Ordinary investors’ misplaced trust in
the integrity of mutual fund companies allowed defendants to
profit handsomely at the expense 5f Plaintiff and other members
of the Class.

Illegal Late Trading at the Expense
of Plaintiff and Other Members of the Class

32. “lLate trading” exploits the unique way in which mutual
funds, including the INVESCO Funds, set their prices. The daily
price of mutual fund shares is generally calculated cnce a day as
of 4:00 p.m. EST. The price, known as the “Net Asset Value” or
“NAV,” generally reflects the closing prices of the securities
that comprise a given fund’s portfeclic, plus the value of any
cash that the fund manager maintains for the fund. Orders to
buy, sell or exchange mutual fund shares placed at or before 4:00
p.m. EST on a given day receive that day’s price. Orders placed
after 4:00 p.m. EST are supposed to be filled using the following
day’s price. Unbeknownst to Plaintiff and other members of the
Class, and in wviolaticn of SEC regulations, Canary and the John
Does, secretly agreed with the Fund Defendants that orders they
placed after 4:00 p.m. on a givenlday would illeéally receive

that day’s price (as opposed to the next day’s price, which the
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order would have received had it been processed lawfully). This
illegal conduct alléwed Canary, and the Jchn Does, to capitallize
on market-moving financial and other information that was made
public after the close of trading at 4:00 p.m. while Plaintiff
and other members of the Class, who bought their INVESCO Funds
shares lawfully, could not.

' 33. Here is an illustration of how the favored treatment
accorded to Canary tock money, dollar-for-dollar, out of the
pockets of ordinary INVESCO Funds investors, such as Plaintiff
and the other members of the Class: A mutual fund’s share price
is determined to be $10 per share for a given day. After 4:00
p.m., good news concerning the fund’s constituent securities may
have been made public, causing the price of the fund’s underlying
securities to rise materially and, correspondingly, causing the
next day’s NAV to rise and increasing the fund share price to
515.  Under this example, ordinary investors placing an order to
buy after 4:00 p.m. on the day the news came out would have
their orders filled at $15, the next day’'s price. Defendanis’
scheme allowed Canary, and other favored investors named herein,
to purchase fund shares at the pre-4:00 p.m. price of $10 per
share even éfter the post-4:00 p.m. news came out and the market
had already.started to move upwards. These favored investors were
therefore guaranteed a $5 per share profit by buying after the

market had closed at the lower price, available only to them, and
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then selling the shares the next day at the higher price.

Because all shares sold by investors are bought by the respective
fund, which must sell shares or use avallakle cash for the
purchase, Canary’s profit of $5 per unit ccmes, dollar-for
dollar, directly from the other fund investors. This harmful
practice, which damaged Plaintiff and other members of the Class,
was not disclosed in the Prospectuses by which the INVESCO Funds
were marketed and sold and pursuant to which Plaintiff and the
ofher Class members purchésed their INVESCO Funds securities.
Moreover, late trading is specifically prohibited by the “forward
pricing rule " embodied in SEC regulations. See 17 C.F.R.
§270.22¢c-1{a).

Secret Timed Trading at the Expense
of Plaintiff and Other Members of the Class

34, “Timing” is an arbitrage strategy involving short-term
trading that can be used to profit from mutual funds’ use of
“stale” prices to calculate the value of securities held in.the
funds’ portfolic. These prices are “stale” because they do not
necessarily reflect the “fair value” of such securities as of the
time the NAV is calculated. A typical example is a U.S$. mutual
fund that holds Japanese securities. Because of the time zone
difference, the Japanese market may close at 2 a.m. New York
time. If the U.S. mutual fund managér uses the closing pr;ces of
the Japanese securities in his or her fund to arrive at an NAV at

4 p.m. in New York, he or she is relying on market information
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that is fourteen hours old. If there have been positive market
moves during the New York trading day that will cause the
Jépanese market to rise when it later opens, the stale Japanese
prices will not reflect that increase, and the fund’s NAV will be
artificially low. Put another way, the NAV would not reflect the
true current market value of the stocks the fund holds. This and
similar strategies are known as “time zcne arbitrage.”

35. A similar type of timing is possible in mutual funds
that contain illiquid securities such as high-yield bonds or
small capitalization stocks. Here, the fact that some of the
INVESCO Funds' underlying securities may not have traded for
hours before the New York cloéing time can render the fund’'s NAV
stale and thus be susceptible to being timed. This is sometimes
known as “liquidity arbitrage.”

36. 1Like late trading, effective timing captures an
arbitrage brofit. And like late trading, arbitrage profit from
timing comes dcllar~for-dollar out of thé pockets of the long-
term investors: the timer steps in at the last moment and takes
part of the buy-and-~hold investors’ upside when the market goes
up, sc the next day’s NAV is reduced for those who are still in
the fund. If the timer sells short on bad days - as Canary,
clients of American Skandia, and Brean Murray alsc did - the

arbitrage has the effect of making the next day’s NAV lower than
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it‘would otherwise have been, thus magnifying the losses that
investors are experiencing in a declining market.

37. Besides the wealth transfer of arbitrage (called
“dilution”), timers alsc harm their target funds in a number of
other ways. They impose their transaction costs on the long-term
investors. Trades necessitated by timer redemptions can also
result in the realization of taxable capitai gains at an
undesirable time, or may result in managers having to sell stock
intoc a falling market.

38. It is widely acknowledged that timing inures to the
detriment of long-term mutual fund investors and, because of this
'detrimental effect, the Prospectuses stated that timing is
monitored and that the Fund Defendants wérk to prevent it. These
statements were materially false and misleading because, not
only did the Fund Defendants allow Canéry, Brean Murray, clients
of American Skandia, and the John Does to time their trades, but,
in the case of Canary and clients of American Skandia, they also
provided a trading platform and financed the timing arbitrage
strategy and scught to profit and did profit from it.

39, On September 3, 2003, the New York Attorney General
filed a complaint charging fraud[ amcngst other vioiations of
law, in connection with the unlawful practices alleged herein and
exposing the fraudulent and manipulative pragtices charged_hefe

with the particularity that had resulted from a confidential
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full-scale investigation (the “Spitzer Complaint”). The Spitzer

Complaint alleged, with regard to the misconduct alleged herein,

as follows:

40.

Canary engaged in late trading on a daily
basis from in or about March 2000 until this
office began its investigation in July of
2003. It targeted deczens of mutual funds and
extracted tens of millions of dollars from
them. During the declining market of 2001
and 2002, it used late trading to, in effect,
sell mutual fund shares short. This caused
the mutual funds toc overpay for thelr shares
as the market went down, serving to magnify
long-term investors’ losses. [. . .]

[Bank of Americal {1} set Canary up with a
state~of-the-art electronic trading platform
(. . .1 (2) gave Canary permission to time
its own mutual fund family, the "“Nations
Funds”, {3} provided Canary with
approximately $300 million of credit to
finance this late trading and timing, and (4)
sold Canary derivative short positions it
needed to time the funds as the market
dropped. In the process, Canary became one
of Bank of America’s largest customers. The
relationship was mutually beneficial; Canary
made tens of millions through late trading
and timing, while the various parts of the
Bank of America that serviced Canary made
millions themselves.

On September 4, 2003, The Wall Street Journal published

a front page story about the Spitzer Complaint under the

headline: “Spitzer Kicks Off Fund Probe With a $40 Million

Settiement,” in which the New York Attorney General compared

after—the—close trading to “being allowed to bet on a horse race

after the race was over,” and which indicated that the fraudulent
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practices enumerated in the Spitzer Complaint were just the tip
of the iceberg. 1In this regard, the article stated:

[. . .] ®The late trader,” he said, “is
being allowed into the fund after it has
closed for the day to participate in a profit
that would otherwise have gone completely to
the fund’s buy~-and-hold investors.”

In a statement, Mr. Spitzer said %“the full
extent of this complicated fraud is not yet
known, ” but he asserted that “the mutual~-fund
industry operates on a double standard” in
which cextain traders “have been given the
opportunity to manipulate the system. They
make illegal after-hours trades and
improperly exploit market swings in ways that
harm ordinary long-term investors.”

For such long-term investors, rapid trading
in and out of funds raises trading costs and
lowers returns; one study published last year
estimated that such strategies cost long-term
investors §5 billion a year.

The practice of placing late trades, which
Mr. Stern was accused of at Bank of Bmerica,
also hurts long-term shareholders because it
dilufes their gains, allowing latecomers to
take advantage of events after the markets
closed that were likely to raise or lower the
funds’ share price. [Emphasis added.]

41. The Wall Street Journal reported that Canary had
settled the charges against them, agreeing to pay a $10 million
fine and $30C million in restitution. On September 5, 2003, The
Wall Street Journal reported that the New York Attorney General's
Office had subpoenaed “a large number of hedge funds” and mutual
funds as part of its investigation, “underscoring concern among

investors that the improper trading of mutual fund shares could
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be widespread” and that the SEC, Jjoining Ehe,investigation, plans
to send letters to mutual funds holding about 75% of assets under
management in the U.S. to inquire about Lheir practices with
respeét to market-timing and fund-trading practices.

42, On September 5, 2003, the trade publication,
Morningstar reported: “Already this is the biggest scandal to hit
the industry, and it may grow. Spitzer says more companies will
be accused in the coming weeks. Thus, investors, and fund-
company executives alike are looking at some uneasy times.”

43. On December 1, 2003, The Washington Post reported on
its.website that civil charges against INVESCO Funds Group and
Raymond Cunningham would likely be brought by the SEC and the New
York Attorney General in connection with theilr investigation of
market timing and late trading practices in the mutual fund
industry. The article reported the following, in relevant part:

The actioﬂ would also be the first time a
fund company would be charged as a corporate
entity for allowing only clients, as opposed
to insiders, to engage in market timing, a

short-term trading strategy that sucks
profits away from long-term investors.

* * *

Mark H. Williamson, chief executive of AIM
Investments, the Amvescap subsidiary that
distributes Invesco funds, also defended the
firm's conduct in a Nov. 24 letter to
shareholders, saying Invesco officials had
deliberately struck deals with timers in
hopes of minimizing the damage done to
ordinary investors.
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“IFG determined it could better contrel
certain asset allocators and momentum
investors by restricting them to certain
funds which, in its judgment, would not be
adversely affected by their activities,”
wrote Williamson, who was Invesco’s chief
executive until January 2003. Williamson
alsc wrote that an internal investigation had
found no evidence of market-timing by
insiders or of the other practice that has
been recently the subject of regulatory

action, “late trading” ~-- illegally accepting
same-day orders for mutual fund shares placed
after 4 p.n.

44. On December 2, 2003, an article appearing in The wWall
Street Journal revealed that despite consistent warnings from
portfolio managers of INVESCO Funds that short term trading in
the INVESCO Funds harmed long term buy-and~hold shareholders, the
Fund Defendants encouraged pervasive market timing in the funds
by setting up “special arrangements” with at least two dozen
hedge -funds, including Canary Capital Partners, involving
approximately $1 billion in fund assets. In addition, the
article reported that certain.favored investors were routinely
exempt from INVESCO Funds’ rules regarding exchanges in and out
of the funds, and the applicable redemption fees. 1In relevant
part, the article states as follows:

The push for growth ushered in the market
timers. Former [INVESCO] fund manager Jerry
Paul estimates that $§200 million of the §1
billion in his high-yield-bond fund came from
timers who traded rapidly in and out of his
fund.

Among the market timers were Canary
Capltal Partners LLC, a hedge fund, and
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clients of American Skandia Inc., which set
up investment vehicles that permitted such
trades, according to documents released by
Mr. [Elliot] Spitzer and former fund
managers.

Invesco has long stated in its prospectuses
that its policy is to allow only four
exchanges in and out of its funds per year.

* * *

Tension between the fund managers and
Invesco’s senlor management bolled over at a
series of meetings at Invesco’s Denver
headquarters in 1998. At one, Mr. Paul
blasted the firm’s practice of allowing
market timers to freely move in and out of
Invesco funds. “Market timing is not good
for long~-term shareholders,” he recalls
telling senior managers.

* * *

But then the market timers tried to sneak in
the back door, say former fund managers.
Assuming a variety of names, they invested
chunks of money in amounts just under $2
million, so they could avoid detection by
Invasco. By the spring of 2002, trading by
market timers was more pervasive than ever,
say the former fund managers.

An Invitation

By that point Invesco was striking agreements
with some market timers, giving them the
right to rapidly trade certain Invesco funds.
The company says it was able to do this
because exceptions te the guideline limiting
investors to four exchanges annually were
spelled out in the company’s. prospectuses.
The company reserved the right “to medify or
terminate the exchange policy, if it is in
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the best interests of the fund and its
.shareholders.”

Trent May, then the manager of Invesco’s
Endeavor and Blue Chip Growth funds, says he
knew the timers had gotten their foot back in
the deor when Mr. Miller, the company’s
chief investment officer, visited his office
in the spring of 2002 to talk about an
investor who wanted to put money into his
5100 million Endeavor fund.

“They were golng to be allowed a certain
number of trades,” says Mr. May. He recalls
that Mr. Miller teold him to buy two
exchange-traded funds, “QQQs” and YSPDRs,”
funds that mirror large swaths of the stock
market. That might make it easier for Mr.
May to quickly get in and out of the market
when timers moved money in and out.

* * *

Mr., May says he regularly saw 5% -~ 85

million -- swings in the amount of cash
flowing in and out of his fund. [Emphasis
added.]

In the article, defendants actually conceded that they permitted

and facilitated market timing in the INVESCO Funds, c¢laiming that
market timing benefitted shareholders:

Mr. Kidded says Invesco believed that company
could better monitor market timers and
protect shareholders by locking the quick
traders into specific agreements.

"Invesco allowed a limited number of
shareholders to exceed exchange guidelines,”
' the company said in the statement by Mr.
Kidd. “This was done at all times under
limitations designed tc ensure that any
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trading activity was consistent with the
interests of all shareholders. These
limitations included limitations on the
dollar amount and frequency of trades,
restrictions on the funds in which trades
could be made, restrictions on when trades
could be made and reservations of the right
to reject any exchange.”

* * *

Invesco acknowledges that fund managers kept
larger cash positions because of the timers’
trading, but disputes that the extra cash
hurt shareholders, writing in its statement:
"I'rading activities . . . within the
portfolio managers’ cash-management strategy
do not hurt the fund and its shareholders.
Indeed, such additional assets within a fund
help all shareholders achieve lower costs.”
[Emphasis added.]

45. On December 2, 2003, the SEC, the New York and Colorade
Attorneys General charged Raymond Cunningham and/cr INVESCO Funds
Group, Inc. with fraud in connection with the widespread market
timing scheme in Invesco funds. In a complaint filed in the

District Court for the City and County of Denver Colorado

(“Colorado Complaint”), the Colorado Attorney General, Ken
Salazarx, alleges,that beginning as early as 2000, defendant
INVESCO Funds Group “sought ocut and extended market timing
privileges to large institutional and other investors in order to
induce them to invest in Invesco’s mutual funds.” Specifically,
the Colorado Complaint alleges as follows, in relevant part:

By October 18, 2001, INVESCC had even

developed a general policy that allowed
market timing by certain select large
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investors. Among other things, this policy
permitted extensive market timing, contrary
to statements made in its prospectus. . . -

* * *

The largest market timer operator under an
agreement with INVESCO was Canary Capital
{“Canary”). Beginning in approximately the
summer of 2001, Canary began a relationship
with INVESCO in order to engage in market

timing. . . . Ultimately, Canary had more
than $300 million in market timing capacity
in INVESCO.

* * *

By January, 2003, INVESCO had approved
numerous "“special situations” for market
timing of its funds. INVESCO estimated that
between 3700 million and $1 billion of the
assets of INVESCC at any given time were
attributable to these market timers.

+* * *

A number of these “special situations”
investors were also required to bring and
depeosit “sticky money” in other INVESCO funds
as a condition of receiving market timing
capacity at INVESCO.

The market timing permitted by INVESCO,
including the receipt of “sticky money,” was
authorized by the highest levels of its
management team. The Chief Operating
Officer, Chief Investment Officer [Timothy
Miller], and Sales Manager [Thomas Kolbe] all
supported the policy of market timing.
[Emphasis added.]

46. Similarly, the complaint filed by the New .York Attorney
General in the Supreme Court of New York in New York County (the

“Spitzer Complaint II”) alleges that beginning as early as 2001

23



tec December 2, 2003, defendants knowingly permitted and
encouraged market timing in the INVESCO Funds by éertain favored
investors, including Canary Capital Partners, clients of American
Skandia, and Brean Murray. Specifically, the Spitzer Complaint
IT alleges in relevant part as follows:

From at least the period from 2001 to
present, Invesco routinely entered into
timing arrangements with various
institutional investors. It developed formal
policies for approving and monitoring these
arrangements, which were referred to in
Invesco as “Special Situations.”

* * *

Timers moved their money rapidly in and out
of the Invesco funds. To give an example of
the size of the resulting flows, Invesco
allowed Canary Capital Management LLC, its
largest Special Situation, to make 141
exchanges in the Invesco Dynamics fund during
the two-year periocd from June 2001 to June
2003. Canary’s exchanges alone during this
period totaled $10.4 billion, more than twice
the overall size of the fund. When all
timing activity in the Dynamic fund’s C
shares (the shares most favored by timers
like Canary) was aggregated . . . he
arrived at an annual turncover rate of more
than 6000% (six thousand percent) for 2002.

. . . During the two-year period, [Canary
Capital Partners] realized profits (including
the effect of hedging transactions but
excluding certain costs) of approximately $50
million, a return of approximately 110%.
During the same period buy-and-hold investors
in the Dynamics fund lost 34%. [Emphasis
added.]

47. The Spitzér Complaint II also described INVESCO’s

highly systematic approach to arranging “special situations” with
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certain privileged investors, quoting an internal memorandum,
dated October 18, 2001, from Michael Legoski, Invesco’s timing
policeman to Invesco’s Senicor Vice President of National Sales,
Thomas Kolbe:

"This memo is intended to identify to you,

who, how and why we are working with timers

at this junction. In most cases policies and

procedures have evolved over time, however,

some are a direct requirement from your

predecessor, Mr. Cunningham.” Legoski then

highlighted the key elements of Invesco’s

timing policy, including:

I have requested that we only work with Adviscr

(sic] who can bring us substantial assets and also
follow our limitations.

Minimum dollar amount is 525 million

Invest only in IFG funds we clear for them and then at
a maximum dollar amount,

When out of the market the money must stay in our Money
Market or one of our bond funds.

Receive clearance on all relationships from Tim Miller.

Due to market conditions is why this program exists.
[Emphasis added.]

According to the Spitzer Complaint II, by January 2003, the Fund
Defendants had arranged “special situations” with thirty-tree
broker-dealers, including defendant Brean Murray which had
approximately $56 million being timed in Invesco funds, and forty
registered investment advisors. In addition, the Spitzer
Compiéint Iz allegés that the Fund Defendants established a

policy.on “sticky assets” with respect to “special situations,”
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highlighted in an internal INVESCC Funds Group memorandum
authored by Kolbe and Legoski: “Sticky money is money that the
Special Situation places in [Invesco] funds and is not actively
traded.”

48. The Spitzer Complaint II further alleges that according
to an internal memorandum dated January 15, 2003 prepared by
INVESCO Funds Group’s Chief Compliance Officer, turnover in the
INVESCO Funds that was attributable to market timing was as
follows: “6,346% for the Dynamics fund, 12,613% for the Eurcpean
fund, and 22,064% for the Small Company Growth fund.” The
memorandum concluded that “even in cases where one share class is
timed heavily and others are timed less heavily, the perforﬁance
of the non-timed classes 1s impacted, since the classes share a
common investment portfolio.”

49. An internal INVESCC email quoted in the Spitzer
Complaint II from defendant Miller to defendant Cunninghamn,
defendant Kolbe, and Legoskl dated February 12, 2003 confirmed
that Canary Capital Management’s market timing activity was
disruptive to the INVESCO Funds and harmful to long term INVESCO
Funds’ shareholders:

I sent a message yesterday about the timers
(it was Canary), and sure enough they came in
2 days ago in Dynamics with $180 million, and
left yesterday. Same thing for Core Equity,
Health and Tech, These guys have no model,
they are day-trading our funds, and in my

case I know they are costing our legitimate
shareholders significant performance. 1 had
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to buy into a strong early rally yesterday,
and know I’'m negative cash this morning
because 0of these bastards and I have to sell
into a weak market. This is NOT good
business for us, and they need to go.

Unbeknownst to Miller, one of the reasons
that Canary’s timing was so damaging to
Invesco’s “legitimate sharsholders” was that
it largely consisted of late trading. Canary
routinely placed trades in Invesco funds as
late as 7:30 p.m. New York time.

[Emphasis added.]

50. According to the complaint filed by the SEC against
INVESCO Funds Group and Cunningham (“SEC Complaint”), a
memorandum to Cunningham acknowledged the harm to ordinary
INVESCO Funds® shareholders caused by market timing in the funds:

“Arguably Invesco has increased its business
risk by granting large numbers of exceptions
to its prospectus policy (effectively
changing the policy) without notice to
shareholders.”

Allowing market timing “may not be .
‘in the best interests of the fund and its
shareholders’ and Invesco certainly has not
informed investors of a defacto change.”

Regular mutual fund investors are harmed by
market timers because market timing increases
the cash needs of funds, the amcunt cof
borrowing a fund must undertake, costs due to
increased trading transactions, and the
necessity to undertake cash hedging
strategies by & fund all of which cause an
impact on fund performance.

Market timing creates negative income tax
consequences for ordinary long term mutual
fund investors and “([t]lhis adds insult to
injury for long-term shareholders, since they
suffer potentially lower returns and an extra
tax burden.”
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5t.

A large amount of timing activity involves

Invesco money market funds and the portfolio

managers of those funds have “been forced to

adopt a highly ligquid investment strategy
which lowers performance.”

Market timing has caused fluctuaticn of fund
assets as much as twelve percent within a
single day and this causes “artificially high
accruals [of expenses] chardged to long term
investors who are not market timers.”

"By causing frequent inflows and outflows,
market~-timing investcrs impact the investment
style of a fund. . . . Virtually every
portfcolio manager at Invesco would concede
that he or she has had to manage funds
differently to accommodate market timers.”

“High volumes of market timing activity
increases the risk that portfclio managers
will make errors. . . .”

Further, the SEC Complaint alleges that INVESCO Funds

Group established a “special situations” arrangement with many

market timers, including Canary Capital Management beginning as

early as May 2001. According to the SEC Complaint, the “special

situations” agreement with Canary extended beyond market timing:

Cunningham negotiated another arrangement
with Canary in May of 2002, allowing Canary
to market time $100 million of capacity in
offshore mutual funds managed by an Invesco
affiliate. Under this arrangement, Invesco
received 10 basis points of any monies Canary
transferred to the offshore funds. Canary
placed its first trades in July 2002,
resulting in a transaction fee to Invesco of
approximately $60,000.

* * *

The boards of directors or trustees of the
Invesco mutual funds determined as early as

28




1997 that market timing was detrimental to
certain funds. To discourage such
activities, the directors or trustees
authorized the imposition of redemption fees
in connection with those funds that were most
effected by market timing in an effort to
discourage the practice.

Defendants never did any formal study that
demonstrated that the approved market fLiming
arrangements, whether pursuant to Special
Situation agreements or those who were
otherwise permitted, would be in the best
interest of the funds. Invescoe and
Cunningham in early 2003 determined that
Canary’s trading had actually harmed Invesco
fund shareholders. Instead of terminating
the Special Situation with Canary, Invesco
and Cunningham simply reduced Canary’s timing
“capacity” from $304 million to $80 million,
confined Canary’s trading to five particular
funds, and slightly reduced the permitted
frequency of Canary’s market timing trades.

The Prospectuses Were Materially False and Misleading

52. Plaintiff and each member of the Class were entitled
to, and did receive, one of the Prospectuses, each of which
qontained substantially the same materially false and misleading
statements regarding the INVESCO Funds’ policies on late trading
and timed trading, and acquired shares pursuant toc one or more of
the Prospectuses.

53. The Prospectuses contained materially false and
misleading statements with respect to how shares are priced,
typically representing as follows:

The value of your Fund shares is likely to
change daily. This value 1s known as the Net

Asset Value per share, or NAV. The Advisor
determines the market value of each
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investment in the Fund’s portfolio each day
that the New York Stock Exchange (“"NYSE”) is
open, at the close of the regular trading day
on that exchange (normally 4:00 p.m. Eastern
time), , except that securities traded
primarily on the Nasdag Stcck Market
{“Nasdag”) are normally valued by a Fund at
the Nasdaqg COfficial Closing Price provided by
Nasdag each business day.

54. The Prospectuses, in explaining how orders are
processed, typically represented that orders received before the
end of a business day will receive that day’s net asset value per
share, while orders received after close will receive the next
business day’s pricé, as follows:

All purchases, sales, and exchanges of Fund
shares are made by the Advisor at the NAV
next calculated after the Advisor receives
proper instructions from you or your
financial intermediary. Instructions must be
received by the Adviscor no later than the
close of the NYSE to effect transactions at
that day’s NAV. If the Advisor receives
instructions from you or your financial
intermediary after that time, the
instructions will be processed at the NAV
calculated after receipt of these
instructions.

HOW TOC BUY SHARES

If you buy $1,000,000 cr more of Class A
shares and redeem the shares within eighteen
months from the date of purchase, you may pay
a 1% CDSC at the time of redemption.

With respect to redemption of Class C shares
held twelve months or less, a CDSC of 1% of
the lower of the total original cost or
current market value of the shares may be
assessed.
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TO SELL SHARES AT‘THAT DAY’S CLOSING PRICE,
YOU MUST CONTACT US BEFCRE 4:00 P.M. RASTERN
TIME. [Emphasis added.]

55, The Prospectuses falsely stated that INVESCO Funds
Group actively safeguards shareholders from the harmful effects
of timing. For example, in language that typically appeared in
the Prospectuses, the August 28, 2003 Prospectuses for the
INVESCO Dynamics Fund, INVESCO S&P 500 Index Fund (currently
known as AIM INVESCO S&P 500 Index Fund}, and INVESCO Mid-Cap
Growth PFund stated as follows:

Each Fund reserves the right to reject any
exchange request, or to modify or terminate
the exchange policy, if it is in the best
interest of the Fund. Notice of all such
modifications or terminations that affect all
shareholders of the Fund will be given at
least sixty days prior to the effective date
of the change, except in unusual instances,
including a suspension of redemption of the
exchanged security under 22(e) of the
Investment Company Act of 1240.

56. The Prospectuses failed to disclose and misrepresented
the foliowing material and adverse facts which damaged Plaintiff
and the other members of the Class:

(a) defendants had entered into an agreement allowing
Canary, clients of American Skandia, Brean Murray, and the John

Does to time their trading of the INVESCO Funds shares and /or to-

“late trade”;
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(bf pursuant to that agreement, Canary, clients of
American Skandia, Brean Murray and other favored investors .
regularly timed and/or late~traded the INVESCO Funds shares;

| {c) contrary to the express representations in the
Prospectuses, the INVESCO Funds enforced their policy against
freguent traders selectively, Z.e., they did not enforce it
against Canary, clients of American Skandia, Brean Murfay and the
John Does and they waived the redemption fees that these
defendants should have been reguired to pay pursuant to stated
INVESCO Funds policies;

(d}y the Fund Defendants regularly allowed Canary,
clients of-American Skandia, Brean Murray and other favored
investors to engage in trades that were disruptive to the
efficient management of the INVESCO Funds and/or increased the
INVESCO Funds’ costs and thereby reduced the INVESCO Funds’
actual performance; and

(e} the amount of compensation paid by the INVESCO
Funds to INVESCO Funds Group, because of the INVESCO Funds’
secret agreement with Canary and others, provided additional
undisclosed compensation to INVESCO Funds Group by the INVESCO
Funds and their respective shareholders, inéluding Plaintiff énd
other memberé of the Class.

FIRST CLAIM

Against the Invesco Funds Registrants
For Violations of Section 11 Of The Securities Act
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57. Plaintiff repeats and realleges each and every
allegation contained above as if fully set fort herein, except
that, for purpcses of this claim, Plaintiff expressly excludes
and disclaims any allegation that could be construed as alleging
fraud or intentional or reckless misconduct and otherwise
incorporates the allegations contained above.

58. This claim isﬂbrought pursuant to Section 11 of the
Securities Act, 15 U.S.C. § 77k, on behalf of the Plaintiff and
other members of the Class against the Invesco Funds Registrants.

59. The Invesco Funds Registrants are the registrants for
the fund shares scld to Plaintiff and the other members of the
Class and are statutorily liable under Section 11. The Invesco
Funds Registrants iséued, caused to be issued and participated in
the issuance of the materially false and misleading written
statements and/or omissions of material facts that were contained
in the Prospectuses.

60. Plaintiff was provided with the a prospectus for the
Invesco High Yield Fund, which is one of the Invesco Funds, and,
similarly, prior to purchasing units of each of the Invesco
Funds, all Class members likewise received one of the
‘ Prospectusesn’ Plaintiff and other Class members purchased shares
of the Invescé Funds traceable to the relevant false and

misleading Prospectuses and were damaged thereby.
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61. As set forth herein, the statements contained in the
Prospectuées, when they became effective, were materially false
and misleading for a number of reasons, including that they
stated that 1t was the practice of the Invesco Funds Registrants
to monitor and take steps teo prevent timed trading because of its
adverse effect on fund investors, and that the trading price was
determined as of 4 p.m. each trading day with respect to all
investors when, in fact, Canary and other select investors (the
John Does) were allowed to engage in timed tradingn The
Prospectuses failled to disclose and misrepresented, inter alia,
the following material and adverse facts:

(a) defendants had entered into an unlawful agreement
allowing Canary to time its trading of the Invescce Funds’ shares;

(b) pursuant to that agreement, Canary regularly timed
the Invesco Funds shares;

(c}) contrary to the express representations in thé
Prospectuses, the Invesco Funds Registrants enforced their policy
against frequent traders selectively, i.e., they did not enforce
it against Canary or the John Does;

{(d} the Fund Defendants regularly allowed Canary to
enéage in trades that were disruptive to the efficient management
of the Invesco Funds and/or increased the Invesco Funds’ costs

and thereby reduced the Invesco Funds’ actual performance; and
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(e} the Prospectuses failed to disclose tﬁat, pursuant
to the unlawful agreements, the Fund Defendants, Canary and the
John Does benefitted financially at the expense of Invesco Funds’
investors, including Plaintiff and other members of the Class.

62. At the time they purchased Invesco Funds shares
traceable to the defective Prospectuses, Plaintiff and Class
members were without knowledge of the facts concerning the false
and misleading statements or omission alleged herein and could
not reasonably héve possessed such knowledge. This claim was

brought within the applicable statute of limitations.

SECOND CLAIM

Against AMCESCAP, INVESCO
Funds Group, Cunningham, Miller and Kolbe as Control Persons
of The INVESCO Funds Registrants For Violations of Section 15 of
the Securities Act

63. Plaintiff repeats and realleges each and every
allegation contained above, except that for purposes of this
claim, Plaintiff expressly excludes and disclaims any allegation
that could be construed as alleging fraud or intentional reckless
misconduct and otherwise incorporates the allegations contained
above.

64. This claim is brought pursuant to Section 15 of the
Securities Act against AMCESCAP, INVESCO Funds Group, Cunningham,
Miller, and Kolbe each as control perscns of the Invesco Funds
Registrants. It 1s appropriate to treat these defendants as a

group for pleading purposes and to presume that the false,
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misleading, and incomplete information conveyed in the Invesco
Funds Registrants’ public filings, press releases and other
publications are the collective actions of AMCESCAP, INVESCO
Funds Group, Cunningham, Miller and Kolbe.

65. The Invesco Funds. Registrants are liable under Section
11 of the Securities Act as set forth herein.

66. FEach of AMCESCAP, INVESCO Funds Group, Cunningham,
Miller, and Kolbe was a “contrcl person” of the Invesco Funds
Registrants within the meaning of Section 15 of the Securities
Act, by virtue of its position of operational control and/or
ownership. At the time Plaintiff and other members of the Class
purchased shares of the Invesco Funds, by virtue of their
positions of control and authority over the Invesco Funds
Registrants, AMCESCAP, INVESCO Funds Group, Cunningham, Miller
and Kolbe, directly and indirectly, had the power and authority,
énd exercised the same, to cause the Invesco Funds Registrants to
engage in the wrongful conduct complained of herein. AMCESCAP,
INVESCO Funds Group, Cunningham, Miller and Kolbe issued, caused
to be issued, and participated in the issuance of materially
false and misleading statements in the Prospectuses.

67. Pursuant to Section 15 of the Securities Act, by reason
of the foregoing, AMCESCAP, INVESCO Funds Group, Cunningham,

Miller and Kolbe are ligble to Plaintiff and the other members of
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the Class for the Invesco Funds Registrants’ primary violations
of Section 11 of the Securities Act.

68. By virtue of the féregoing, Plaintiff and the other
membefs of the Class are entitled tc damages agaiﬁst AMCESCAP,
INVESCO Funds Group, Cunningham, Miller and Kolbe.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff prays fof relief and judgment, as
follows:

(a) Determining that this action is a proper classl
action under Rule 23 of the Federal Rules of Civil Procedure;

{(b) Awarding compensatory damages in favor of
Plaintiff and the other Class members against all defendants for
all damages sustained as a result of defendants’ wrongdeing, in
an amount to be proven at trial, including interest thereon;

{c) awarding Plaintiff and the Class rescission of
their contract with Invesco Funds Greoup and recovery of all fees
paid to Invesco Funds Group pursuant to such agreement;

{d) Awarding Plaintiff and the Class their reascnable
costs and expenses incurred in this action, including counsel
fees and expert fees; and

(e) Such othér and further reliéf as the Court may

deem just and proper.

37




JURY TRIAIL DEMANDED

Plaintiff hereby demands a trial by jury.

Dated: January 16, 2004

GAINEY & McKENNA

44/4We/4_,_,4 = S

Thomas J. MgKénna (TdM 7109)
485 Fifth Avénue, 3™ Floor
New York, NY 10017

Tel: (212) 983-~1300

Fax: (212) 983-0383

Attorneys for Plaintiff
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

Elssn Clawey  ¢piaintiir) declare the following as to the claims asserted
under the federal securities laws that:

Plaintiff reviewed the complaint filed in this matter and authorized the filing.

Plaintiff did not purchase the security that is the subject of this action at the
direction of Plaintiff's counsel or in order to participate in this private action.

Plaintiff is willing to serve as a representative party on behalf of the class,
including providing testimony at depaosition and trial, if necessary.

. Plaintiff's transactions in the secunty that is subject of thlS action during the Class
Period are as follows:

No. of Shares 1 stock Symbol | Buy/Sell Date Price Per
Share
446 . 066 FHYIX | Ruq. |/ .,13/90 (. $¢
P |
A2 3¥ Fetdpx | Sedy o/t o o B

Please list other transactions on a separate sheet of paper, if necessary,

Plaintiff has sought to serve as a class representative in the fo!lowmg casés within
the last three years: NONE.

Plaintiff will not accept any payment serving as a representative party on behaif of
the class beyond Plaintiff's pro rata share of any recovery, except such reasonable costs and
expenses (including lost wages) directly relating to the representation of the class as ordered

or approved by the caourt.

[ declare under penalty of perjury that the foregoing is true and correct.

Executed this SQVLday of Qec . 200 3

Yo Ly

S:énature

Eileeo (4 %
Print Name

[Tl WesT QST
Address

Heyw Y;;,M/ MY . j6005

City, State, Zip *

2= b6l - 5 F /1
Phone

E-Mall




UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

EILEEN CLANCY, Individually and on
Behalf of All Others Similarly
Situated,

Plaintiff,
vs.

INVESCO ADVANTAGE HEALTH SCIENCES
FUND, INVESCO CCRE EQUITY FUND,
INVESCO DYNAMICS FUND, INVESCO
ENERGY FUND, INVESCO FINANCIAL
SERVICES FUND, INVESCO GOLD &
PRECIQUS METALS FUND, INVESCO
HEALTH SCIENCES FUND, INVESCO
INTERNATIONAL CORE EQUITY FUND
(FORMERLY KNOWN AS INTERNATIONAL
BLUE CHIP VALUE FUND), INVESCO:
LEISURE FUND, INVESCO MID-CAP
GRCWTH FUND, INVESCO MULTI-SECTOR
FUND, AIM INVESCO S&P 500 INDEX
FUND, INVESCO SMALL COMPANY GROWTH
FUND, INVESCO TECHNOLOGY FUND,
INVESCO TOTAL RETURN FUND, INVESCO
UTILITIES FUND, AIM MONEY MARKET
FUND, AIM INVESCO TAX-FREE MONEY
FUND, AIM INVESCO TREASURERS MONEY
MARKET RESERVE FUND, AIM INVESCO
TREASURERS TAX-EXEMPT RESERVE
FUND, AIM INVESCO US GOVERNMENT
MONEY FUND, INVESCO ADVANTAGE
FUND, INVESCO BALANCED FUND,
INVESCO EUROPEAN FUND, INVESCO
GROWTH FUND, INVESCO HIGH-YIELD
FUND, INVESCO GROWTH & INCOME
FUND,

[Caption continues on next pagel

civil action No. DY (O/-0N3
CLASS ACTION CCMPLAINT

JURY TRIAL DEMANDED
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INVESCO REAL ESTATE CPPORTUNITY
FUND, INVESCO SELECT INCCME FUND,
INVESCO TAX-FREE BOND FUND,
INVESCO TELECOMMUNICATIONS FUND,
INVESCO U.S. GCVERNMENT SECURITIES
FUND, INVESCO VALUE FUND, INVESCO
TATIN AMERICAN GROWTH FUND
{collectively known as the
“INVESCO FUNDS”), AIM STOCK FUNDS,
AIM COUNSEL OR SERIES TRUST, AIM
SECTOR FUNDS INC., AIM BOND FUNDS
INC., AIM COMBINATION STOCK AND
BCOND FUNDS INC., AIM MONEY MARKET
FUNDS INC., AIM INTERNATIONAL
FUNDS INC. {collectively known as
the “INVESCO FUNDS REGISTRANTS™),
AMVESCAP PLC, INVESCO FUNDS GROUP,
INC., TIMOTHY MILLER, RAYMOND
CUNNINGHAM, and THOMAS KOLRE,

Defendants.

Plaintiff alleges the following based upon the investigation
of Plaintiff's counsel, which included a review of United States
Securities and Exchange Commission (“SEC”) filings as well as

other regulatory filings and reports and adviscries about the

INVESCO Funds (as defined in the caption of this case, above),
press releases, and media reports abcut the INVESCO Funds.
Plaintiff believes that substantial additional evidentiary
support will exist for the allegations set forth herein after a
reasonable opportunity for discovery.

NATURE OF THE ACTIOM

1. This is a federal class action on behalf of a class
consisting of all perscns other than defendants {(the “Class”) who

purchased or otherwlse acquired shares or other cwnership units



of one or more of the mutual funds in the INVESCQ family of funds
(i.e., the INVESCO Funds as‘defined in the caption, above)
between December 5, 1998 and December 1, 2003, inclusive, and who
were damaged thereby. Plaintiff seeks to pursue remedies under
the Securities Act of 1233 (the “Securities Act”).

2. This action charges defendants with disseminating
misleading staﬁements in various prospectuses during the Class
Period. As part and parcel of defendants’ unlawful conduct, the
Fund Defendants, as defined below, in clear contravention of
their fiduciary responsibilities, and disclosure obligations,
failed to properly disclose that:

fa) select favored customers were allowed to engage in
illegal “late trading,” a practice, more fully described herein,
whereby an investor may place an order to purchase fund shares
after 4:00 p.m. and have that order filled at that day’s closing
net asset value; and

(b) select favored custcomers were improperly allowed
to “time” their mutual fund trades. Such timing, as more fully
described herein, improperly'allows an investor to trade in and
out of a mutual fund to exploit short-term moves and
inefficiencies in the manner in which the mutual funds price
their shares.

3. On December 1, 2003, after the market closed, The

Washington Post reported on its website that the SEC and the New




York State Attorney General Elliot Spitzer (“™New York Attorney
General”) planned on bringing charges against INVESCO Funds
Group, defined below, and Raymond Cunningham as early as the
folloWing day for permitting predatory short-term trading to
increase INVESCO Funds Group’s management fees.

4. Subsequently, on December 2, 2003, the SEC, the New
York Attorney General, and the Attorney General for the State of
Colorado Ken Salazar {“Colorado Attorney General”) separately
filed civil charges against Raymond Cunningham and/cr INVESCO
Funds Group, Inc., alleging that defendants permitted and
encouraged market timing in INVESCC Funds to the detriment of
long term shareholders by arranging “special situations” with
certain privileged investors} including the Canary Defeﬁdants,
defined below, who were permitted to engage in pervasive short-
term trading in INVESCO Funds in exchange for large investments

in the funds, commonly knownh as “sticky assets.”

JURISDICTION AND VENUE

5. This Court has jurisdiction over the subject matter of
this action pursuant to Section 22 of the Securities Ack, 15
U.s.C. § 77v, and 28 U.S5.C. §§ 1331, 1337.

6. Many of the acts charged herein, inclﬁding the
| preparation and dissemination of materially false and misleading

‘information, occurred in substantial part in this District.



Defendants also conducted other substantial business in this
district.

7. In connection with the acts alleged in this complaint,
defendants, directly or indirectly, used the means and
instrumentalities of interstate commerce, including, but not
limited to, the mails, interstate telephone communications and
the facilities of the national securities markets.

PARTIES

8. Plaintiff, as set forth in his certification, which is
attached hereto and incorporated by reference herein, purchased
units of the INVESCO High Yield Fund during the Class Period and
has been damaged thereby. |

9. Each of the INVESCO Funds are mutual funds that are
regulated by the Investment Company Act of 1940, are managed by
defendant INVESCO Funds Group, as defined below, and that buy,
hold, and sell shareé or cother ownership units that are subject

to the misconduct alleged in this complaint.

10. AMVESCAP PLC (“AMVESCAP”) is the ultimate parent of all
of the INVESCCO defendants. Through its subsidiaries, including
defendant INVESCO Funds Group, defined below, BMVESCAP provides
retail and institutional asset management services throughout the
world. AMVESCAP is a London-based corporation and maintains an

office at 11 Greenway Plaza, Houston, Texas 77046. AMVESCAP



securities trade on the New York Stock Exchange under the symbol
“AVZ."

11, INVESCO Funds Group, Inc. (MINVESCO Funds Group”} is
registéred as an investment adviser under the Investment Advisers
Act and managed and advised the INVESCO Funds during the Class
Period. During this period, INVESCO Funds Group had ultimate
responsibility for overseeing the day-to-day managementsof the
INVESCO Funds. INVESCO Funds Group 1s located at 4350 South
Monaco Street, Denver, Colorado.

12. Defendants INVESCO Funds Registrants are the
registrants and issuers of the shares of one or more of the
INVESCO Funds, and their cffice is located at 11 Greenway Plaza,
Houston, Texas 77046.

13. Defendant Raymond Cunningham (“Cunningham”) was, at all
relevant times, the President of INVESCO Funds Group, and since
January 2003, Chief Executive Officer of INVESCO Funds Group, and
was an active participant in the unlawful scheme alleged herein.

14. Defendant Timothy Miller (“™Miller”} was, at all
relevant times, the Chief Investment Officer of INVESCO Funds
Group, and was an active participant in the ﬁnlawful scheme
alleged herein.

15. Defendant Thomas Kolbe (“"Kolbe”) was, at all relevant

times, Senior Vice President of National Sales of INVESCC Funds




Group, and was an active participant in the unlawful scheme
alleged herein.

16, AMVESCAP, INVESCQO Funds Group, INVESCO Funds
Registrants, Timothy Miller, Raymond Cunningham, Thomas Kolbe,
and the INVESCO Funds are referred to collectively herein as the
“Fund Defendants.”

Relevant Non-Parties

17. Brean Murray & Co., Inc. (“Brean Murray”) 1s a Delaware
corporation with offices at 570 Lexington Avenue, Néw York, New
York 10022~-6822, and was zan active participant in the unlawful
scheme alleged herein.

18. American Skandia Inc. (“American Skandia”) has offices
at One Corporate Drive, Shelton, Connecticut 06484, and was an
active participant in the unlawful scheme alleged herein.

19, Canary Capital Partners, LLC is a New Jersey limited
liability company with offices at 400 Plaza Drive, Secaucus, New
Jexsey. Canary Capital Partners, LLC was an active participant
in the unlawful scheme alleged herein.

20, Canary Investment Management, LLC, is a New Jersey
limited liability company, with offices at 400 Plaza Drive,
Secaucus, New Jersey. Canary In&estment Management, LLC was an

active participant in the unlawful scheme alleged herein.




21. Canary Capital Partners, Ltd., 1is a Bermuda limited
liability company. Canary Capital Partners, Ltd. was an active
participant in the unlawful scheme alleged herein,

22. Edward J. Stern (“Stern”) is a resident of New York,
New York. Stern was the managing principal of Canary Capital
Partners, LLC, Canary Investment Management, LLC, and Canazry
Capital Partners, Ltd. and was an active participant in the
unlawful scheme alleged herein.

23. Canary Capital Partners, LLC, Canary Capital Partners,
Ltd., and Canary Investment‘Management, LLC, are collectively
referred to herein as “Canary.”

24. The true names and capacities of John Does 1 through
100 are other active participants with the Fund Defendants in the
widespread unlawful conduct alleged herein whose identities have
yet to be ascertained. Such individuals were secretly permitted

to engage in improper timing at the expense of ordinary INVESCO

Funds investors, such as Plaintiff and the other members of the
Class, in exchange for which these Jochn Does provided
remuneration to the Fund Defendants.

PLAINTFF’S CLASS ACTION ALLEGATIONS

25. Plaintiff brings this action as a c¢lass action pursuant
to Federal Rule of Civil Procedure 23{a) and (b) {3) on behalf of
a Class, consisting of all persons or entities who purchased or

otherwise acguired shares of one the INVESCO Funds between



December 5, 1928 and December 1, 2003, inclusive, and who were
damaged thereby. Plaintiff and each of the Class members
purchased shares or other ownership units in one of the INVESCO
Funds pursuant to a registration statement and prospectus. The
registration statements and prospectuses pursuant to which
Plaintiff and the other Class members purchased theilr shares or
other ownership units in one of the INVESCC Funds are referred to
as the “Prospectuses”. Excluded from the Class are defendants,
nembers of thelr immediate families and their legal
representatives, helrs, successors or assigns and any entity in
which defendants have or had a controlling interest.

26. The members of the Class are so numerousNthat joinder
of all members is impracticable. While the exact number of Class
members is unknown to Plaintiff at this time and can only be
ascertained through appropriate discovery, Plaintiff believes
that there are thousands of members in the proposed Class.
Record owners and other members of the Class may ke identified
from records maintained by the INVESCO Funds and may be notified
of the pendency of this action by mail, using the form of notice
similar to that customarily gsed in securities class actions.

27. Plaintiff’s claims are typical of_the claims of the
members of the Class as all members of the Class are similarly
affected by defendants’ wrongful conduct in violation of federal

law that is complained of herein.




28. Plaintiff will fairly and adequately protect the
interests of the members of the Class and has retained counsel
competent and experienced in class and securities litigation.

29. Common gquestions of law and fact exist as to all
members of the Class and predominate over any questions solely
affecting individual members of the Class. 2Among the guestions
of law and fact common to the Class are:

(a) whether the federal securities laws were violated
by defendants’ acts as alleged herein:

(b) whether statements made by defendants to the
investing public during the Class Period misrepresented material
facts about the busiﬁess, operations and financial statements‘of
the INVESCO Funds; and

(c} teo what extent the members of the Class have
sustained damages and the proper measure of damages.

30. A class action is superior to all other awvailable
methods for the fair and efficient adjudication of this
controversy since joinder of all members is impracticable.
Furthermore, as the damages suffered by individual Class members
may be relatively small, the expense and burden of individual
litigation make it virtually impossible for members of‘the Class
to individualiy redress the wrongs done to them. There will be

no difficulty in the management of this action as a class action.




SUBSTANTIVE ALLEGATIONS

Introduction: The Double Standard for Privileged Iﬁvestors

31. Mutuwal funds are meant to be long-term investments and
are therefore the favored savings vehicles for many Americans’
retirement and college funds. However, unbeknownst to investors,
from at least as early as December 5, 1998 and until December 1,
2003, inclusive, defendants engaged in fraudulent and wrongful
schemes that enabled certain favored investors to reap many
millions of dollars in profit, at the expense of ordinary INVESCO
Funds’ investors, including Plaintiff and other members of the
Claés, through secret and illegal after-hours trading and timed
trading. In exchange for allowing and facilitating this improper
conduct, the Fund Defendants received substantial fees and other
remuneration for themselves and their affiliates to the detriment
of Plaintiff and the other members of fhe Class who knew ncthing
of these 1llicit arrangements. Specifically, INVESCO Funds
Group, as manager of the INVESCO Funds, and each of the relevant
fund managers, profited from fees INVESCO Funds Group charged to
the INVESCO Funds that were measured as a percentage of the fees
under management. Additionally, in exchange for the right to
engage in illegal late tfading and timing,‘which hurt Plaintiff
and other Class members, by artificially and materially affecting:
the value of the INVESCO Funds, Canary, Brean Murray, clients of

American Skandia, and the John Does, agreed to park substantial
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assets in the Invescce Funds, thereby increasing the assets under
INVESCO Funds’ management and the fees paid to INVESCO Funds’
managers. The assets parked in the INVESCO Funds in exchange for
the right to engage in late trading and timing have been referred
to as “sticky assets.” Ordinary investors’ misplaced trust in
the integrity cof mutual fund companies allowed defendants to
profi£ handsomely at the expense of Plaintiff and other members
of the Class.

Illegal Late Trading at the Expeﬁse
of Plaintiff and Other Members of the Class

32. “Late trading” exploits the unique way in which mutual
funds, including the INVESCO Funds, set their prices. The daily
price of mutual fund shares 1s generally calculated once a day as
of 4:00 p.m. EST. The price, known as the “Net Asset Value” or
“NAV, " generally reflects the closing prices of the securities
that comprise a given fund’s portfeclio, plus the wvalue of any
cash that the fund manager maintains for the fund. Orders to
buy, sell or exchange mutual fund shares placed at or before 4:00
p.m. EST on a given day receive that day’s price. Orders placed
after 4:00 p.m. EST are supposed to be filled using the following
day’s price. Unbeknownst to Plaintiff and other members of the
Class, and in violation of SEC regulations, Canary and the John
Does, secretly agreed with the Fund Defendants that orders they
placed.after 4:00 p.h. on a given day would illegally receive

that day’s price (as opposed to the next day's price; which the
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order would have received had it been processed lawfully). This
illegal conduct allowed Canary, and the John Does, to capitalize
on market-moving financial and other iInformation that was made
publié after the close of trading at 4:00 p.m. while Plaintiff
and other members of the Class, who bought their INVESCC Funds
shares lawfully, could not.

33. Here is an illustration of how the favored treatment
accorded to Canary took money, dollar-for-dollar, out of the
poékets of ordinary INVESCO Funds investors, such as Plaintiff
and the cther members of the Class: A mutual fund’s share price
is determined toc be $10 per share for a given day. After 4:00
p.m., good news concerning the fund's constituent securities'may
have been made public, causing the price of the fund’s underlying
securities to rise materially and, correspondingly, causing the
next day’s NAV to rise and increasing the fund share price to
$15.  Under this example, ordinary investors placing an order to
buy after 4:00 p.m. on the day the news came cut would have
their orders filled at $15, the next day’'s price. Defendants’
'scheme allowed Canary, and other favored investors named herein,
to purchase fund shares at the pre-4:00 p.m. price of $10 per
share even after the post-4:00 p.m, ner came out and the market
had already started to move upwards. These favored investors were
therefore guaranteed a $5 per share profit by buying after the

market had closed at the lower price, available only to them, and
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then selling the shares the next day at the higher price.

Because all shares sold by investors are bought by the respective
fund, which must sell shares or use avalilable cash for the
purchase, Canary’s profit of $5 per unit comes, dollar-for
dollar, directly from the other fund investors. This harmful
practice, which damaged Plaintiff and other members of the Class,
was not disclosed in the Prospectuses by which the INVESCO Funds
were marketed and sold and pursuant to which Plaintiff and the
other Class members purchased their INVESCO Funds securities.
Moreover, late trading is specifically prohibited by the “forward
pricing rule ™ embodied in SEC regulations. See 17 C.F.R.
§270.22c~1{a).

Secret Timed Trading at the Expense
of Plaintiff and Other Members of the Class

34. “Timing” 1s an arbitrage strategy involving short-term
trading that can be used to profit from mutual funds’ use of
“stale” prices to calculate the value of securities held in‘the
funds’ portfolic. These prices are “stale” because they do not
necessarily reflect the “fair value” of such securities as of the
time the NAV is calculated. A typical example is a U.S. mutual
fund that holds Japanese securities. Because of the time zone
difference, the Japanesé market may close at 2 a.m. New York
time. If the U.S. mutual fund managér uses the closing prices of
the Japanese securities in his or her fund to arrive at an NAV at

4 p.m. in New Ycrk, he or she is relying on market information
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thaf is fourteen hours old. If there have been positive market
moves during the New York trading day that will cause the
Jépanese market to rise when it later opens, the stale Japanese
prices will not reflect that increase, and the fund’s NAV will be
artificially low. Put another way, the NAV would ncot reflect the
true current market value of the stocks the fund holds. This and
similar strategies are known as “time zone afbitrage.”

35. A similar type of timing is pcossible in mutual funds
that contain illiquid securities such as high-yield bonds or
small capitalization stocks. Here, the fact that some of the
INVESCO Funds’ underlying securities may not have traded for
hours before the New York closing time can render the fund’'s NAV
stale and thus be susceptible to being timed. This is sometimes
known as “liquidity arbitrage.”

36. Like late trading, effective timing captures an
arbitrage profit. And like late trading, arbitrage profit from
timing comes dollar-for-dollar out of thé pockets of the long-
term investors: the timer steps in at the last moment and takes
part of the buy-and~hold investors' upside when the market goes
up, sc the next day’s NAV is reduced for those who are still in
the fund. If the timer sells short on bad days - as'Canary,
clients of American Skandia, and Brean Murray also did - the

arbitrage has the effect of making the next day’s NAV lower than
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it would otherwise have been, thus magnifying the losses that
investors are experiencing in a declining market.

37. Besides the wealth transfer of arbitrage (called
“diluticon”), timers also harm their target funds in a number of
other ways. They impose their transaction costs on the long-term
investors. Trades necessitated by timer redemptions can also
result in the réalization of taxable capital gains at an
undesirable time, or may result in managers having to sell stock
into a falling market.

38. It is widely acknowledged that timing inures to the
detriment of long-term mutual fund investors and, because of this
detrimental effect, the Prospectuses stated that timing is
monitored ana that the Fund Defendants work to prevent it. These
statements were materially false and misleading because, not
only did the Fund Defendants allow Canary, Brean Murray, clients
of American Skandia, and the John Does to time thelr Lrades, but,
in the case of Canary and clients of American Skandia, they also
provided a trading platform and financed the timing arbitrage
strategy and sought tec profit and did profit from it.

39. ©On September 3, 2003, the New York Attorney General
filed a complaint charging fraud, amcngst other violations of
law, in connection with the unlawful practices alleged herein and
exposing the fraudulent and manipulative practices charged here

with the particularity that had resulted from a confidential

15




full-scale investigation (the “Spitzer Complaint”). The Spitzer
Complaint alleged, with regard to the misconduct alleged herein,
as follows:

Canary engaged in late trading on a daily
basis from in or about March 2000 until this
office began its investigation in July of
2003. It targeted dozens of mutual funds and
extracted tens of millions of dollars from
them. During the declining market of 2001
and 2002, it used late trading to, in effect,
sell mutual fund shares short. This caused
the mutual funds to overpay for their shares
as the market went down, serving to magnify
long~term investors’ losses. [. . .1

[Bank of Americal] (1) set Canary up with a
state~of~the~art electronic trading platform
[. . .] (2) gave Canary permission to time
its own mutual fund family, the “Nations
Funds”, (3) provided Canary with
approximately $300 million of credit to
finance this late trading and timing, and (4)
sold Canary derivative short positions it
needed to time the funds as the market
dropped. In the process, Canary became one
of Bank of America’s largest customers. The
relationship was mutually beneficial; Canary
made tens of millions through late trading
and timing, while the various parts of the
Bank of America that serviced Canary made
millions themselves.

40. .On September 4, 2003, The Wall Street Journal published
a front page story about the Spitzer Complaint under the
headline: “Spitzer‘Kicks Qff Fund Probe With a 540 Million
Settlement,” in which the New York Attorney General compared
after-the-close trading to “being allowed to bet on a horse race

éfter the race was over,” and which indicated that the fraudulent
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practices enumerated in the Spitzer Complaint were just the tip
of the iceberg. 1In this regard, the article stated:

[. . .] “The late trader,” he said, ™“is
being allowed into the fund after it has
closed for the day to participate in a profit
that would otherwise have gone completely to
the fund’s buy-and-hold investors.”

In a statement, Mr. Spitzer said "“the full
extent of this complicated fraud is not yet
known,” but he asserted that “the mutual-fund
industry operates on a double standard” in
which certain traders "“have been given the
opportunity to manipulate the system. They
make illegal after-hours trades and
improperly exploit market swings in ways that
harm ordinary long-term investors.”

For such long-term investors, rapid trading
in and out of funds raises trading costs and
lowers returns; one study published last year
estimated that such strategies cost long-term
investors $5 billion a year.

The practice of placing late trades, which
Mr, Stern was accused of at Bank of America,
also hurts long-term sharesholders because it
dilutes their gains, allowing latecomers to
take advantage of events after the markets
closed that were likely to raise or lower the
funds® share price. [Emphasis added.]

41. The Wall Street Journal reported that Canary had
settled the charges against them, agreeing to pay a $10 million
fine and 330 million in restitution. On September 5, 2003, The
Wall Street Journal reported that the New York Attorney General’s
Office had subpoenaed “a large number of hedge funds” and mutual
funds as part of its investigation, “underscoring concern among

investors that the improper trading of mutual fund shares could
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be widespread” and that the SEC, jeoining the investigation, plans
to send letters to mutual funds holding about 75% of assets under
managenment in the U.S. to inquire about their practices with
respect to market-timing and fund-trading practices.

42, On September 5, 2003, the trade publication,
Morningstar reported: “Already this is the biggest scandal to hit
the industry, and it may grow. Spitzer says more compénies will
be accused in the coming weeks. Thus, investors, and fund-
company executives alike are looking at some uneasy times.”

43, On December 1, 2003, The Washington Post reported on
its.website that civil charges against INVESCO Funds Group and
Raymond Cuhningham would likely be brought by the SEC and the New
York Attorney General in connection with their investigation of
market timing and late trading practices in the mutual fund
industry. The article reported the following, in relevant part:

The action would also be the first time a
fund company would be charged as a corporate
entity for allowing only clients, as opposed
to insiders, to engage in market timing, a

short~term trading strategy that sucks
profits away from long-term investors.

* * *

Mark H. Williamson, chief executive of AIM
Investments, the Amvescap subsidiary that
distributes Invesco funds, also defended the
firm's conduct in a Nov. 24 letter to
shareholders, saying Invesco officials had
deliberately struck deals with timers in
hopes of minimizing the damage done to
ordinary investors.
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“IFG determined it could better control
certain asset allocators and momentum
investors by restricting them to certain
funds which, in its judgment, would not be
adversely affected by their activities,”
wrote Williamson, who was Invesco’s chief
executive until January 2003. Williamson
alsc wrote that an internal investigation had
found no evidence of market-timing by
insiders or of the other practice that has
been recently the subiject of regulatory
action, “late trading” ~-~ illegally accepting
same~-day orders for mutual fund shares placed
after 4 p.m.

44. On December 2, 2003, an article appearing in The Wall
Street Journal revealed that despite consistent warnings from
portfolio managers cf INVESCO Funds that short term trading in
the INVESCO Funds harmed long term buy-and-hold shareholders, the
Fund Defendants encouraged pervasive market timing in the funds
by setting up “speclal arrangements” with at least twe dozen
hedge funds, including Canary Capital Partners, involving
approximately $1 billion in fund assets. In addition, the
article reported that certainvfavored investors were routinely
exempt from INVESCO Funds’ rules regarding exchanges in and out
of the funds, and the applicable redemption fees. In relevant
part, the article states as follows:

The push for growth ushered in the market
timers. Former [INVESCO] fund manager Jerry
Paul estimates that $§200 million of the §1
billion in his high-yield~-bond fund came from
timers who traded rapidly in and out of his
fund.

Among the market timers were Canary
Capltal Partners LLC, a hedge fund, and
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clients of American Skandia Inc., which set
up investment vehicles that permitted such
trades, according to documents released by

Mr. [Elliot] Spitzer and former fund
managers.

Invesco has long stated in its prospectuses
that its policy is to allow only four
exchanges in and out of its funds per year.

* * *

Tension between the fund managers and
Invesco’s senicr management boiled over at a
series of meetings at Invesco’s Denver
headquarters in 19%8. At one, Mr. Paul
blasted the firm's practice of allowing
market timers to freely move in and out cof
Invesce funds. “Market timing is not good
for long~term shareholders,” he recalls
telling senior managers.

* * *

But then the market timers tried to sneak in
the back door, say former fund managers.
Agsuming a variety of names, they invested
chunks of money in amounts just under $2
million, so they could aveid detection by
Invesco. By the spring of 2002, trading by
market timers was more pervasive than ever,
say the former fund managers. '

An Invitation

By that point Invesco was striking agreements
with some market timers, giving them the
right to rapidly trade certain Invesco funds.
The company says it was able to do this
because exceptions to the guideline limiting
investors to four exchanges annually were
spelled ocut in the company’s prospectuses.
The company reserved the right “to modify or
terminate the exchange policy, if it is in
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the best interests of the fund and its
shareholders.”

Trent May, then the manager of Invesco’s
Endeavor and Blue Chip Growth funds, says he
knew the timers had gotten their foot back in
the door when Mr. Miller, the company’s
chief investment officer, visited his office
in the spring of 2002 to talk about an
investor who wanted to put money into his
5100 million Endeavor fund.

"They were going tec be allowed a certain
number of trades,” says Mr. May. He recalls
that Mr. Miller told him to buy two
exchange-traded funds, “QRQs” and “SPDRs,”
funds that mirror large swaths of the stock
market. That might make it easier for Mr.
May to quickly get in and out of the market
when timers moved money in and out.

* * *

Mr. May says he regularly saw 5% -- 85

million -- swings in the amount cf cash
flowing in and out of his fund. [Emphasis
added.]

In the article, defendants actually conceded that they permitted
and facilitated market timing in the INVESCO Funds, claiming that
market timing benefitted shareholders:

Mr. Kidded says Invesco believed that company
could better monitor market timers and
protect shareholders by locking the quick
traders into specific agreements.

“Invesco allowed a limited number of
shareholders to exceed exchange guidelines,”
the company said in the statement by Mr.
Kidd. “This was done at all times under
limitations designed to ensure that any
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trading activity was consistent with the
interests of all shareholders. These
limitations included limitations on the
dollar amount and frequency of trades,
restrictions on the funds in which trades
could be made, restrictions on when trades
could be made and reservations of the right
to reject any exchange.”

* Y *

Invesco acknowledges that fund managers kept
larger cash positions because of the timers’
trading, but disputes that the extra cash
hurt shareholders, writing in its statement:
“rrading activities . . . within the
portfolio managers’ cash-management strategy
do not hurt the fund and its shareholders.
Indeed, such additional assets within a fund
help all shareholders achieve lower costs.”

[Emphasis added.]

45. On December 2, 2003, the SEC, the New York and Colorado
Attorneys General charged Raymond‘Cunningham and/or INVESCO Funds
Group, Inc. with fraud in connection with the widespread market
timing scheme in Invesco funds. In a complaint filed in the
District Court for the City and County of Denver Colorado
{(“Colorado Complaint”), the Colorado Attorney General, Ken
Salazar, alleges that beginning as early as 2000, defendant
INVESCC Funds Group “sought ocut and extended market timing
. privileges to large institutional and other investors in order to
induce them to invest in Invesco’s mutual funds.” Specifically,
the Colorado Complaint alleges as follows, in relevant part:

o By October 18, 2001, INVESCO had even

developed a general policy that allowed
market timing by certain select large
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investors. Among other things, this policy
permitted extensive market timing, contrary
to statements made in its prospectus.

* * *

The largest market timer operator under an
agreement with INVESCO was Canary Capital
{“Canary”). BRBeginning in approximately the
summer of 2001, Canary began a relationship
with INVESCO in order to engage in market

timing. . . . Ultimately, Canary had more
than 5300 million in market timing capacity
in INVESCO.

* * *

By January, 2003, INVESCO had approved
numerous "“special situations” for market
timing of its funds. INVESCC estimated that
between $700 million and $§1 billion of the
assets of INVESCO at any given time were
attributable to these market timers.

k3 * *

A number of these “specizl sitvations”
investors were alsc required to bring and
deposit “sticky money” in other INVESCO funds
as a condition of receiving market timing
capacity at INVESCO.

The market timing permitted by INVESCO,
including the receipt of “sticky money,” was
authorized by the highest levels of its
management team. The Chief Operating
Officer, Chief Investment Officer [Timothy
Miller], and Sales Manager [Thomas Kolbel &all
supported the policy of market timing.
[Emphasis added.)

46. Similarly, the complaint filed by the New York Attorney
General in the Supreme Court of New York in New York County (the

“Spitzer Complaint II”) alleges that beginning as early as 2001
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to December 2, 2003, defendants knowingly permitted and

encouraged market timing in the INVESCO Funds by certain favored

investors,

including Canary Capital Partners, clients of American

Skandia, and Brean Murray. Specifically, the Spitzer Complaint

II alleges in relevant part as follows:

47.

From at least the period from 2001 to
present, Invesco routinely entered into
timing arrangements with various
institutional investors. It developed formal
policies for approving and monitoring these
arrangements, which were referred to in
Invesco as “Special Situations.”

* * *

Timers moved their money rapidly in and out
of the Invesco funds. To give an example of
the size of the resulting flows, Invesco
allowed Canary Capital Management LLC, its
largest Special Situation, to make 141
exchanges in the Invesco Dynanmics fund during
the two-year periced from June 2001 to June
2003. Canary’s exchanges alone during this
period totaled $10.4 killion, more than twice
the overall size of the fund. When all
timing activity in the Dynamic fund’s C
shares (the shares most favored by timers
like Canary) was aggregated . . . he
arrived at an annual turncver rate of more
than 6000% (six thousand percent) for 2002.

. During the two-year period, [Canary
Capltal Partners] realized profits (including
the effect of hedging transactions but
excluding certain costs) of approximately $50
million, a return of approximately 110%.
During the same period buy-and-hold investors
in the Dynamics fund lost 34%. [Emphasis
added.]

The Spitzér Complaint II also described INVESCO's

highly systematic approach to arranging “special situations” with
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certain privileged investors, quoting an internal memorandum,
dated October 18, 2001, from Michael Legoski, Invesco’s timing
policeman to Invesco’s Senior Vice President of National Sales,
Thomas Kolbe:

“This memo is intended to identify to you,
who, how and why we are working with timers
at this junction. 1In most cases policies and
procedures have evcoclved over time, however,
some are & direct requirement from vyour
predecessor, Mr. Cunningham.” Legoski then
highlighted the key elements of Invesco’s
timing policy, including:

I have requested that we only work with Advisor
[sic] who can bring us substantial assets and also
follow our limitations.

Minimum dollar amount is §25 million

Invest only in IFG funds we clear for them and then at
a maximum deollar amount.

When out of the market the money must stay in our Money
Market or one of our bond funds.

Receive clearance on all relationships from Tim Miller.

Due to market conditions is why this program exists.
[Emphasis added.] .

According to the Spitzer Complaint II, by January 2003, the Fund
Defendants had arranged “special situations” with thirty-tree
broker-dealers, including defendant Brean Murray which had
approximately $56 million being timed in Invesce funds, and forty
registered investment adviscors. In addition, the Spitzer
Complaint II alleges that the Fund Defendants established a

policy on “sticky assets” with respect to “special situations,”
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highlighted in an internal INVESCO Funds Group memorandum
authored by Kolbe and Legoski: “Sticky money is money that the
Special Situation places in [Invesco] funds and is not actively
traded.”

48. The Spitzer Complaint II further alleges that according
to an internal memorandum dated January 15, 2003 prepared by
INVESCO Funds Group’s Chief Compliance Officer, turnover in the
INVESCO Funds that was attributable to market timing was as
follows: “6,346% for the Dynamics fund, 12,613% for the European
fund, and 22,064% for the Small Company Growth fund.” The
memorandunm concluded that “even in cases where one share class is
timed heavily and others are timed less heavily, the performance
of the non-timed classes 1s impacted, since the classes share a
common investment portfolic.”

49. An internal INVESCC email quoted in the Spitzer
Complaint II from defendant Miller to defendant Cunningham,
defendant Kolbe, and Legoski dated February 12, 2003 confirmed
that Canary Capital Management’s market timing activity was
disruptive to the INVESCO Funds and harmful to long term INVESCO
Funds’ shareholders:

I sent a message yesterday about the timers
(it was Canary), and sure enough they came in
2 days ago in Dynamics with §180 million, and
left yesterday. Same thing for Core Egquity,
Health and Tech. These guys have no model,
they are day-trading our funds, and in my

case I know they are costing our legitimate
shareholders significant performance. 1 had
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to buy into a strong early rally yesterday,
and know I'm negative cash this morning
because of these bastards and I have to sell
into a weak market. This is NOT good
business for us, and they need to go.

Unbeknownst to Miller, one of the reasons
that Canary’s timing was so damaging to
Invesco’s "legitimate shareholders” was that
it largely consisted of late trading. Canary
routinely placed trades in Invesco funds as
late as 7:30 p.m. New York time.

[Emphasis added.]

50. According to the complaint filed by the SEC against
INVESCO Funds Group and Cunningham (“SEC Complaint”), a
memorandum to Cunningham acknowledged the harm to ordinary
INVESCO Funds® shareholders caused by market timing in the funds:

“Arguably Invesco has increased its business
risk by granting large numbers of exceptiocons
to its prospectus policy (effectively
changing the policy) without notice to
shareholders.”

Allow1ng market timing “may not be

‘in the best interests of the fund and lts
shareholders’ and Invesco certainly has not
informed investors of a defactc change.”

Regular mutual fund investors are harmed by
market timers because market timing increases
the cash needs of funds, the amount of
borrowing a fund must undertake, costs due to
increased trading transactions, and the
necessity to undertake cash hedging
strategies by a fund all of which cause an-
impact on fund performance.

Market timing creates negative income tax
consequences for ordinary long term mutual
fund investors and “[tlhis adds insult to
injury for long-term shareholders, since they
suffer potentially lower returns and an extra
fax burden.”
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51.

A large amount of timing activity involves

Invesco money market funds and the portfolio

managers of those funds have “been forced to

adopt a highly liquid investment strategy .
which lowers performance.”

Market timing has caused fluctuation of fund
assets as much as twelve percent within a
single day and this causes “artificially high
accruals [of expenses] charged te long term
investors who are not market timers.”

“By causing frequent inflows and outflows,
market~timing investors impact the investment
style of a fund. . . . Virtually every
portfolic manager at Invesco would concede
that he or she has had to manage funds
differently to accommodate market timers.”

“High volumes of market timing activity
increases the risk that portfolio managers
will make errors. . . .7

Further, the SEC Complaint alleges that INVESCC Funds

Group established a “special situations” arrangement with many

market timers, including Canary Capital Management beginning as

early as May 2001. According to the SEC Complaint, the “special

situations” agreement with Canary extended beyond market timing:

Cunningham negotiated another arrangement
with Canary in May of 2002, allowing Canary
to market time $100 million of capacity in
offshore mutual funds managed by an Invesco
affiliate. Under this arrangement, Invesco
received 10 basis points of any monies Canary
transferred to the offshore funds. Canary
placed its first trades in July 2002,
resulting in a transaction fee to Invesco of
approximately $60,000.

* * *

The boards of directors or trustees of the
Invesco mutual funds determined as early as
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1997 that market timing was detrimental to
certain funds. To discourage such
activities, the directors or trustees
authorized the imposition of redemption fees
in connection with those funds that were most
effected by market timing in an effort to
discourage the practice.

Defendants never did any formal study that
demonstrated that the approved market timing
arrangements, whether pursuant to Special
Situation agreements or those who were
otherwise permitted, would be in the best
interest of the funds. Invesco and
Cunningham in early 2003 determined that
Canary’s trading had actually harmed Invesco
fund shareholders. Instead of terminating
the Special Situation with Canary, Invesco
and Cunningham simply reduced Canary’s timing
“capacity” from $304 million to $80 million,
confined Canary’'s trading to five particular
funds, and slightly reduced the permitted
frequency of Canary’s market timing trades.

The Prospectuses Were Materially False and Misleading

52.  Plaintiff and each member of the Class were entitled
to, and did receive, one of the Prospectuses, each of which

contained substantially the same materially false and misleading

statements regarding the INVESCO Funds’ policies on late trading
and timed trading, and acquired shares pursuant to one or more of
the Prospectuses.

53. The Prospectuses contained materially false and
misleading statements with respect to how shares‘are priced,
typically representing as follows:

The value of your Fund shares is likely to
change daily. This wvalue is known as the Net

Asset Value per share, or NAV. The Advisocr
determines the market value of each
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investment in the Fund’s portfolioc each day
that the New York Stock Exchange (“NYSE”) 1is
open, at the close of the regular trading day
on that exchange (normally 4:00 p.m. Eastern
time), , except that securities traded
primarily on the Nasdag Steock Market
(“Nasdaqg”) are normally valued by a Fund at
the Nasdaqg Official Closing Price provided by
Nasdaq each business day.

54. The Prospectuses, in explaining how orders are
processed, typically represented that orders received before the
end of a business day will receive that day’s net asset wvalue per
share, While orders received after close will receive the next
business day’s price, as follows:

All purcheases, sales, and exchanges of Fund
shares are made by the Advisor at the NAV
next calculated after the Advisor receives
proper instructions from you or your
financial intermediary. Instructions must be
received by the Advisor no later than the
close of the NYSE to effect transactions at
that day’'s NAV. If the Advisor receives
instructions from you or your financial
infermediary after that time, the
instructions will be processed at the NAV
calculated after receipt of these
instructions.

HOW TO BUY SHARES

If you buy $1,000,000 or meore of Class A
shares and redeem the shares within eighteen
months from the date of purchase, you may pay
a 1% CDSC at the time of redemption. .
With respect to redemption of Class C shares
held twelve months or less, a CDSC of 1% of
the lower of the total original cost or
current market value of the shares may be
assessed.
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TO SELL SHARES AT THAT DAY’S CLOSING PRICE,
YOU MUST CONTACT US BEFORE 4:00 P.M. EASTERN
TIME. {[Emphasis added.]

55. The Prospectuses falsely stated that INVESCO Funds
Group actively safeguards shareholders from the harmful effects
of timing. For example, in language that typically appeared in
the Prospectuses, the August 28, 2003 Prospectuses for the
INVESCO Dynamics Fund, INVESCO S&P 500 Index Fund (currently
known as AIM INVESCO S&P 500 Index Fund), and INVESCO Mid-Cap
Growth Fund stated as follows:

Each Fund reserves the right to reject any
exchange request, or to modify or terminate
.the exchange policy, if it is in the best
interest of the Fund. UNotice of all such
modifications or terminations that affect all
shareholders of the Fund will be given at
least sixty days prior to the effective date
of the change, except in unusual instances,
including a suspension of redemption of the
exchanged security under 22(e} of the
Investment Company Act of 1240.

56. The Prospectuses failed to disclose and misrepresented
the following material and adverse facts which damaged Plaintiff
and the other members of the Class:

(a) defendants had entered into an agreement allowing
Canary, cllents of American Skandia, Brean Murray, and the John

Does to time their trading of the INVESCO Funds shares and /or to-

“late trade”;
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(b) pursuant tc that agreement, Canary, clients of
American Skandia, Brean Murray and other favored investors
regularly timed and/or late-traded the INVESCO Funds shares;

{c) contrary to the express representations in the
Prospectuses, the INVESCO Funds enforced their policy against
frequent traders selectively, I.e., they did not enforce it
against Canary, clients of American Skandia, Brean Murray and the
John Does and they waived the redempticn fees that these
defendants should have been required to pay pursuant.to stated
INVESCC Funds policies;

{d) the Fund Defendants regularly allowed Canary,
clients of American Skandia, Brean Murray and other favored
investors to engage in trades that were disruptive to the
efficient management of the INVESCO Funds and/or increased the
INVESCO Funds’ costs and thereby reduced the INVESCO Funds’
actual performance; and

{e) the amount of compensation pald by the INVESCO
Funds to INVESCO Funds Group, because of the INVESCO Funds’
secret agreement with Canary and others, provided additional
undisclosed compensation to INVESCC Funds Group by the INVESCO
Funds and theirvrespective sharehblders, including Plaintiff and
other memberé of the Class.

FIRST CLATM

Against the .Invesco Funds Registrants
For Violations of Secticon 11 Of The Securities Act
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57. Plaintiff repeats and realleges eéch and every
alleqation‘contained above as 1f fully set fort herein, except
that, for purposes of this claim, Plaintiff expressly excludes
and disclaims any allegation that could be construed as alleging
fraud or intentional or reckless misconduct and otherwise
incorporates the allegations contained above.

58. This claim is brought pursuant to Section 11 of the
Securities Act, 15 U.S.C. § 77k, on behalf cf the Plaintiff and
other members of the Class against the Invesco Funds Registrants.

59. The Invesco Funds_Registrants are the registrants for
the fund shares scld to Plaintiff and the other members of the
Class and are statutorily liable under Section 11. The Invesco
Funds Registrants issued, caused to be issued and participated in
the issuance of the materially false and misleading written

statements and/or omissions of material facts that were contained

in the Prospectuses.

60. Plaintiff was provided with the a prospectus for the
Invesco High Yield Fund, which is one of the Invesco Funds, and,
similarly, prior to purchasing units of each of the Invesco
Funds, all Class members likewise received one of the
' Proépectuses. Plaintiff and other Class members purchased-shares
of the Invescé Funds traceable to the relevant false and

misleading Prospectuses and were damaged thereby.
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€l. As set forth herein, the statements containéd in the
Prospectuses, when they became effective, were materially false
and misleading for a number of reasons, including that they
stated that it was the practice of the Invesco‘Funds Registrants
to monitor and take steps to prevent timed trading because of its
adverse effect on fund investors, and that the trading price was
determined as of 4 p.m. esach trading day with respect to all
investors when, in fact, Canary and other select investors (the
John Does) were ailowed to engage in timed trading. The
Prospectuses failed to disclose and misrepresented, inter alia,
the following material and adverse facts:

(a) defendants had entered into an unlawful agreement
allowing Canary to time its trading of the Invesco Funds’ shares;

{b} pursuant to that agreement, Canary regularly timed
the Invesco Funds shares;

(c) contrary to the éxpress representations in the
Prospectuses, the Invesco Funds Registrants enforced their policy
against freqﬁent traders selectively, iI.e., they did not enforce
it against Canary or the John Does;

{(d} the Fund Defendants regularly allowed Canary to
- engage in trades that were disruptive to the efficient management
of the Invesco Funds and/or increased the Invesco Funds’ costs

and thereby reduced the Invesco Funds’ actual performance; and
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{e) the Prospectuses failed to disclose that, pursuant
to the unlawful agreements, the Fund Defendants, Canary and the
John Does benefitted financially at the expense of Invesco Funds’
investors, including Plaintiff and other members of the Class.

62. At the time they purchased Invesco Funds shares
traceable to the defective Prospectuses, Plaintiff and Class
members were without knowledge of the facts concerning the false ’
and misleading statements or omission alleged herein and could
not reasonably have possessed such knowledge. This claim was
brought within the applicable statute of limitations.

SECOND CLAIM

Against AMCESCAP, INVESCO
Funds Group, Cunningham, Miller and Kolbe as Control Persons
of The INVESCO Funds Registrants For Violations of Secticn 15 of
the Securities Act

63. Plaintiff repeats and realleges each and every
allegation contained above, except that for purposes of this
claim, Plaintiff expressly ekcludes and disclaims any allegation
that could be construed as alleging fraud or intentional reckless
misconduct and otherwise incorporates the allegations contained
above.

64. This claim is brought pursuant to Section 15 0f the
Securities Act against AMCESCAP, INVESCO Funds Group, Cunningham,
Miller, and Kolbe each as control persons of the Invesco Funds
Registrants. It is appropriate to treat these defendants as a

group for pleading purposes and to presume that the false,
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misleading, and incecmplete information conveyed in the Invesco
Funds Registrants’ public filings, press releases aﬁd other
publications are the collective actions of AMCESCAP, INVESCOC
Funds Group, Cunningham, Miller and Kolbe.

65. The Invesco Funds. Registrants are liable under Sectiocon
11 of the Securities Act as set forth herein.

66. Each of AMCESCAP, INVESCO Funds Group, Cunningham,
Miller, and Kolbe was a “control person” of the Invesco Funds
Registrants within the meaning of Section 15 of the Securities
Act, by wvirtue of its position of operational control and/or
ownership. At the time Plaintiff and other members of the Class
purchased shares of the Invesco Funds, by virtue of their
positions of control and authorify over the Invesco Funds
Registrants, AMCESCAP, INVESCO Funds Group, Cunningham, Miller
and Kolbe, directly and indirectly, had the power and authority,
and exercised the same, to cause the Invesce Funds Registrants to
engage in the wrongful conduct complained of herein. AMCESCAP,
INVESCO Funds Group, Cunningham, Miller and Kolbe issued, caused
to be issued, and participated in the issuance of materially
false and misleading statements in the Prospectuses.

¢7. Pursuant to Section 15 of the Securities Act, by reason
of the foregeoing, AMCESCAP, INVESCO Funds Group, Cunningham,

Miller and Kolbe are liable to Plaintiff and the other members of
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the Class.for the Invesco Funds Registrants’ primary violations
of Section 11 of the Securities Act.,

68. By virtue cf the féregoing, Plaintiff and the other
membefs of the Class are entitled to damages against AMCESCAF,
INVESCO Funds Group, Cunningham, Miller and Kolbe.

PRAYER FOR RELIEF

WBEREFORE, Plaintiff prays for relief and judgment, as
follows:

{a) Determining that this acticn is a proper ciass
action under Rule 23 of the Federal Rules of Civil Procedure;

(b) Awarding compensateory damages in favor of
Plaintiff and the other Class members adainst all defendants for
all damages sustained as a result of defendants’ wrongdoing, in
an amount to be proven at trial, including interest thereon:

(c) awarding Plaintiff and the Class rescission of
their contract with Invesco Funds Group and recovery of all fees
paid to Invesco Funds Greoup pursuant to such agreement;

(d) Awarding Plaintiff and the Class their reasonable
costs and expenses incurred in this action, including counsel
fees and expert fees; and

(e) ASuch other and further relief as the Court may

deem just and proper.
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JURY TRIAL DEMANDED

Plaintiff hereby demands a trial by jury.

Dated: January 16, 2004

GAINEY & McKENNA

/éw A

Thomas J. M K nna (TJdM 7109)
485 Fifth Avenue, 3rd Floor
New York, NY 10017

Tel: (212) 983-1300

Fax: (212) 983-0383

Attorneys for Plaintiff
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

2 \(i g C (“"“1/ ("Plaintiff") declare the following as to the claims asserted
underthe federal securities laws that:

Plaintiff reviewed the complaint filed in this matter and authorized the filing.

Plaintiff did not purchase the security that is the subject of this action at the
direction of Plaintiff's counsel or in order to participate in this private action.

Plaintiff is willing to serve as a representative party on behalf of the class,
including providing testimony at depasition and trial, if necessary.

Plaintiff's transactions in the secunty that is subject of thrs action during the Class
Period are as follows:

No. of Shares 1 Stock Symbol | Buy/Sell Date Price Per
Share
446, 06 | FHYLX Buy ,L;;g/c;n, (. 4o
$IA.3¥] Fudex | Sedt | apefs R

Please list other transactions on a separate sheet of paper, if necessary,

Plaintiff has sought to serve as a class representative in the following cases within
the last three years: NONE.

Plaintiff will not accept any payment serving as a representative party on behalf of
the class beyond Plaintiff's pro rata share of any recovery, except such reasonable costs and
expenses (including lost wages) directly relating to the representation of the class as ordered
or approved by the court.

| declare under penalty of perjury that the foregoing is true and correct.

Executed this gcmday of Oec . 2003

C{Zé&n/ %wéw\

Slénature

K//.. e i/ Cﬁ L /f"/z/z:.}-’

Print Name

[Tl WesT QST
Address , '
Mo Yosp MY . j6035
City, State, Zip !
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