








TDX Independence Funds, Inc.

SCHEDULE OF INVESTMENTS (Continued)

TDX INDEPENDENCE IN-TARGET EXCHANGE-TRADED FUND (Continued)
November 30, 2009 (Unaudited)

Principal
Amount Value
UTILITIES — 0.3% The following is a summary of the inputs used as of November 30, 2009 in
Exelon Generation Co. LLC valuing the Fund’s investments:
5.35%, VAS/14 ..o $ 24,000 $ 25849 Investments Level 1 Level 2 Level 3
Progress Energy, Inc. Common Stocks ........... $5,320,237  $ — $ —
710%, 3/01/11 ..o 54,000 57,544  Corporate Bonds .......... — 2,079,636 —
83,393 United States Government
— & Agencies Obligations .. .. — 17,811,901 —
Total Corporate Bonds Sovereign Bonds ........... — 46,859 —
(Amortized Cost $1,972,670) ............ 2,079,636 Total Investments .......... $5,320,237  $19,938,396  § —
UNITED STATES GOVERNMENT & AGENCIES
OBLIGATIONS — 69.8% COUNTRY BREAKDOWN AS OF NOVEMBER 30, 2009
FEDERAL HOME LOAN MORTGAGE CORP.—3.0% (Unaudited)
325%, 20251 oo 400,000 413,188 % of
4.875%, 1118/ oo 40,000 43,204 Value Net Assets
4.50%, 1/15/13 ..o 275,000 300,856  United States ........................ $23,429,957 91.7%
T - - .o UnitedKingdom...................... 379,543 1.5
L N 263,962 1.0
UNITED STATES TREASURY BONDS/NOTES — 66.8% Japan ... 176,887 0.7
3.50%, 12/15/09 .o oo 1,050,000 1,051,600 France ........... ... oo 166,613 0.7
3.50%, 2/15/10 ..o oo 4,337,400 4,369,253 Switzerland ... oo 157,747 0.6
6.50%, 2/15/10 ..o 100 101 Germany ... 156,981 0.6
2.00%,2/28/10 ..t 590,000 592,951 ltaly «.ooooiiiii 102,643 0.4
4.50%, SIIS/10 . oo 1,398,400 1,426,533 Australia ....... ... 92,198 0.4
3.875%, 7510 ..o 1,866,400 1,909,708  Spain ...l 89,914 0.4
5.00%, 2/15/11 .o 1,305,000 1,379,171 Netherlands ................... ... ... 70,466 0.3
4.875%, 430/11 .o 1,114,800 1,185,564 Netherlands Antilles ................... 38,653 0.2
4.875%, SB3UIT oo 750,000 800,508 Ireland .............. . ... ..l 26,348 0.1
5.125%, 6/30/11 oo oo 2,050,000 2,201,028 Sweden ...............iiii 22,768 0.1
4.625%, 83111 ..o 125,000 133,999 Bermuda ...l 18,190 0.1
1.375%;, SITSI2 oo 240,000 243,019 Finland ...l 12,443 0.1
3.375%, 713113 oo 200,000 214,438 Norway ... 9,987 0.0
4.75%, SISM4 ... 1,332,600 1,505,630 Belgium ......... ... oo 9,282 0.0
4375%, 2/15/38 oo 40,000 41,150 Luxemblczurg ------------------------ 9,078 0.0
T .. .- Denmark ........... ... ... ... ..., 8,787 0.0
17054653 Greece i 7.308 0.0
Total United States Government & Marshall Islands . ... ....... ... . ... 4,532 0.0
Agencies Obligations Cayman Islands ...................... 4,346 0.0
(Amortized Cost $17,587,148) ........... 17,811,901  Total Investments .. ................... 25,258,633 98.9
SOVEREIGN BONDS— 0.2% Other assets less liabilities .............. 286,982 1.1
Italy Government International Bond (Italy) Net ASSEtS v vvve et $25,545,615 100.0%
6.00%, 2/22/11
(Amortized Cost $45,392) .............. 44,000 46,859
Total Investments—98.9%
(Amortized Cost $24,586,357) .......... $25,258,633
Other assets less liabilities—1.1% ......... 286,982
Net Assets—100.0% ... ovvviiinnenen.n. $25,545,615

ADR - American Depositary Receipt.
MTN - Medium Term Note.

REIT — Real Estate Investment Trust.
* Non-income producing security.

(a) Less than 0.1%.

See Notes to Financial Statements. 42
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TDX Independence Funds, Inc.

STATEMENTS OF ASSETS AND LIABILITIES

November 30, 2009 (Unaudited)

TDX
INDEPENDENCE 2010
EXCHANGE-TRADED
FUND
ASSETS:
Investments at fair value ... ... ..ottt e $23,549,200
Cash . oo —
Foreign currency at value ... ... ..ttt e e 1,060
Receivables:
Investment securities SOld . . ...t i i e 12,390
3 X o 166,164
DIVIdends ..o 13,895
Foreign tax reclaim . ...ttt e e e 1,594
From investment adviSOr . . ... vttt ettt e e 77,708
Total ASSEtS ottt 23,822,008
LIABILITIES:
DUE 0 CUSTOAIAN .« o vt et et ettt e et e e e e e e e $ 7,641
Payables:
Investment advisOry fEES . .. v\t ittt e e e e 3,930
Investment sub-advisory fees ... ..ot e 21,615
Accrued expenses and other liabilities . ... ...t e e 24,873
Total Liabilities . . ..ottt e 58,059
INET ASSETS .. . i e e e e e e e e e e e e e $23,763,949
NET ASSETS CONSIST OF:
Paid-in capital ... ... $24,732,941
Undistributed net investment INCOME . ...t vvt ettt et et et et e e 465,840
Accumulated net realized loss on investments and foreign currency transactions .............. (2,060,761)
Net unrealized appreciation (depreciation) on investments and foreign currency transactions . . . .. 625,929
Nt ASSOES .+ v vt e et e e e e e e e e $23,763,949
NET ASSETS VALUE, per Common Share (par value $0.0001 per Common Share) ............. $ 23.74
Number of Common Shares outstanding (12.5 billion Common Shares have been authorized) ... 1,000,800
INVESTMENTS AT COST « + v vt et ettt et et et et e et et e ettt e et e e e e et et et e $22,923,369
FOreign CUITeNnCY At COSE « « v v v vttt e et e e e e e e e e e e e e et et e et ene s $ 1,039

See Notes to Financial Statements. 44



TDX TDX TDX TDX
INDEPENDENCE 2020 INDEPENDENCE 2030 INDEPENDENCE 2040 INDEPENDENCE IN-TARGET
EXCHANGE-TRADED EXCHANGE-TRADED EXCHANGE-TRADED EXCHANGE-TRADED
FUND FUND FUND FUND
$46,802,186 $37,640,467 $36,323,033 $25,258,633
— — — 21,111
8,874 5,191 10,636 4,985
66,180 71,070 77,040 13,890
219,172 73,320 22,044 207,517
80,026 86,560 94,002 14,522
9,962 11,902 13,436 311
117,695 99,208 94,528 79,530
47,304,095 37,987,718 36,634,719 25,600,499
$ 65,387 $ 72,474 $ 74,981 $ —
7,785 6,257 5,998 4,247
42,816 34,412 32,989 23,360
34,643 29,837 28,932 27,277
150,631 142,980 142,900 54,884
$47,153,464 $37,844,738 $36,491,819 $25,545,615
$52,306,538 $45,652,016 $45,965,211 $25,341,674
979,683 628,203 524,491 307,428
(6,570,893) (7,817,727) (8,583,387) (776,050)
438,136 (617,754) (1,414,496) 672,563
$47.153,464 $37,844,738 $36,491,819 $25,545,615
$ 21.43 $ 18.91 $ 18.24 $ 25.53
2,200,800 2,000,800 2,000,800 1,000,800
$46,364,925 $38,259,165 $37,738,625 $24,586,357
$ 8,703 $ 5,120 $ 10,526 $ 4,739
See Notes to Financial Statements. 45




TDX Independence Funds, Inc.

STATEMENTS OF OPERATIONS

For the Six Months Ended November 30, 2009 (Unaudited)

TDX
INDEPENDENCE 2010
EXCHANGE-TRADED
FUND
INVESTMENT INCOME:
INEEIESE .+ v et ettt e e e e e e e e e $ 368,483
DIVIdEndS . oo e 54,004
AMOITIZATION o o vttt ettt ettt e et e e e e e e e e e (78,397)
Foreign withholding taxes ... ... ..ottt et et e ettt e e e (1,704)
Total INVESTMENT INCOME .« v v\ vt ettt ettt e ettt e et e e et et ettt e 342,386
EXPENSES:
Professional fees . ...t e 79,982
SUD-adVISOry fEES .« ottt e e e 62,116
<ot o) 14,113
COMPIIANCE + vt vttt e e e e e e e 13,588
AdVISOTY S .« vttt ittt e e e e e 11,294
LS ting fEES v vttt ettt e e e e 7,987
Printing . .. e e 7,414
Other EXPENSES v vttt ettt e e 10,556
Total EXPENSES .« vttt ettt et e e e e e 207,050
Less fees waived:
SUb-advisory fees . ..ttt e (62,116)
Other fees assumed by the Sub-Advisor ....... ... .. . i (71,224)
Nt EXPeNSes .ot ottt et e e 73,710
NET INVESTMENT INCOME . .. et e e e e e et et 268,676
REALIZED AND UNREALIZED GAIN (LOSS):
Net realized gain (loss) from:
INVeStMENt tranSACTIONS .+ v v v vttt ettt et e et e e e e e e e e e e ettt ettt (658,291)
Foreign currency transactions . ... .. ... .u ottt ettt ettt e 829
Net realized L0SS .. oottt e (657,462)
Net change in unrealized appreciation (depreciation) on:
T ' T=3 1 £ 2,038,056
Foreign currency tranSactions . . ... ... u it vttt mn ittt et et ettt et et (282)
Net change in unrealized appreciation ... ... ..ttt tn ettt 2,037,774
Net realized and unrealized gain .. ..... ... .. i e 1,380,312
NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS ..................... $1,648,988

See Notes to Financial Statements. 46
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TDX TDX TDX TDX
INDEPENDENCE 2020 INDEPENDENCE 2030 INDEPENDENCE 2040 INDEPENDENCE IN-TARGET
EXCHANGE-TRADED EXCHANGE-TRADED EXCHANGE-TRADED EXCHANGE-TRADED
FUND FUND FUND FUND

$ 425976 $ 139,918 $ 39,129 $ 427,010
294,769 323,873 349,414 51,551
(52,620) (15,106) (4,030) (219,850)
_ (5,850) _ (6,698 _ (7,628) _ (1,376)
662,275 441,987 376,885 257,335
122,537 102,202 97,959 84,118
116,193 92,910 87,064 68,844
26,207 21,310 19,505 16,912
22,745 18,094 17,692 15,621
21,126 16,893 15,830 12,517
7,987 7,987 7,987 7,987
14,743 11,641 11,282 9,875
14,042 12,312 12,174 11,521
345,580 283,349 269,493 227,395
(116,193) (92,910) (87,064) (68,844)
(91,768) (80,336) (79,235) (76,890)
137,619 110,103 103,194 81,661
524,656 331,884 273,691 175,674
(3,151,106) (3,907,519) (4,784,272) (227,822)
4,050 3,135 4,387 708
(3,147,056) (3,904,384) (4,779,885) (227,114)
8,618,726 8,978,483 9,888,460 1,196,867
(1,175) (1,055) (1,301) (136)
8,617,551 8,977,428 9,887,159 1,196,731
5,470,495 5,073,044 5,107,274 969,617

$ 5,995,151 $ 5,404,928 $ 5,380,965 $1,145,291



TDX Independence Funds, Inc.

STATEMENTS OF CHANGES IN NET ASSETS

TDX TDX
INDEPENDENCE 2010 INDEPENDENCE 2020
EXCHANGE-TRADED EXCHANGE-TRADED

FUND FUND
For the Six For the Six
Months Ended For the Year Months Ended For the Year
November 30, 2009 Ended November 30, 2009 Ended
(Unaudited) May 31, 2009 (Unaudited) May 31, 2009
OPERATIONS:
Net investment income . .............. $ 268,676 $ 608,758 $ 524,656 $ 1,116,174
Net realized loss on investments and
foreign currency transactions ........ (657,462) (1,729,514) (3,147,056) (3,380,537)
Net change in appreciation (depreciation)
on investments and foreign currency
TranSactions . ... ...vveeeeennnnnnns 2,037,774 (1,011,757) 8,617,551 (6,583,359)
Net increase (decrease) in net assets
resulting from operations ........... 1,648,988 (2,132,513) 5,995,151 (8,847,722)
DISTRIBUTIONS TO SHAREHOLDERS FROM:
Net investment inCOme . .............. — (686,307) — (1,063,521)
Net realized gain on investment and
foreign currency transactions ........ — — — (6,552)
Total distributions to shareholders . .. — (686,307) — (1,070,073)
SHAREHOLDER TRANSACTIONS:
Proceeds from sharessold ............ 4,422,360 — 4,016,000 3,520,687
Value of shares repurchased ........... — (4,441,920) — —
Net increase (decrease) in net assets
resulting from shareholder transactions . 4,422,360 (4,441,920) 4,016,000 3,520,687
Net increase (decrease) in net assets .. ... 6,071,348 (7,260,740) 10,011,151 (6,397,108)
NET ASSETS:
Beginning of period ................. 17,692,601 24,953,341 37,142,313 43,539,421
End of period ...................... $23,763,949 $17,692,601 $47,153,464 $37,142,313
Undistributed net investment income at
endof period .................... $ 465,840 $ 197,164 $ 979,683 $ 455,027
CHANGES IN SHARES OUTSTANDING:
Shares outstanding, beginning of period .. 800,800 1,000,800 2,000,800 1,800,800
Sharessold ........................ 200,000 — 200,000 200,000
Shares repurchased .................. — (200,000) — —
Shares outstanding, end of period ...... 1,000,800 800,800 2,200,800 2,000,800
See Notes to Financial Statements. 48



INDEPENDENCE 2030
EXCHANGE-TRADED

INDEPENDENCE 2040
EXCHANGE-TRADED

FUND

INDEPENDENCE IN-TARGET
EXCHANGE-TRADED

FUND

For the Six
Months Ended

For the Year

For the Six
Months Ended

For the Year

For the Six
Months Ended

For the Year

November 30, 2009 Ended November 30, 2009 Ended November 30, 2009 Ended
(Unaudited) May 31, 2009 (Unaudited) May 31, 2009 (Unaudited) May 31, 2009
$ 331,884 $ 707,407 $ 273,691 $ 607,231 $ 175,674 $ 495,961
(3,904,384) (3,862,086) (4,779,885) (3,765,927) (227,114) (505,119)
8,977,428 (7,733,884) 9,887,159 (8,955,953) 1,196,731 (502,623)
5,404,928 (10,888,563) 5,380,965 (12,114,649) 1,145,291 (511,781)
— (639,029) — (583,997) — (590,799)
_ _ _ _ _ (3,975)
— (639,029) — (583,997) — (594,774)
3,502,520 7,443,489 3,459,736 2,744,462 — —
— — — — — (5,069,003)
3,502,520 7,443,489 3,459,736 2,744,462 — (5,069,003)
8,907,448 (4,084,103) 8,840,701 (9,954,184) 1,145,291 (6,175,558)
28,937,290 33,021,393 27,651,118 37,605,302 24,400,324 30,575,882
$37,844,738 $ 28,937,290 $36,491,819 $27,651,118 $25,545,615 $24,400,324
$ 628,203 $ 296,319 $ 524,491 $ 250,800 $ 307,428 $ 131,754
1,800,800 1,400,800 1,800,800 1,600,800 1,000,800 1,200,800
200,000 400,000 200,000 200,000 — —
— — — — — (200,000)
2,000,800 1,800,800 2,000,800 1,800,800 1,000,800 1,000,800

See Notes to Financial Statements.
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TDX Independence Funds, Inc.

FINANCIAL HIGHLIGHTS

For a Share outstanding throughout each period For the Six For the Period
N Montt)hs gl(r]ldgt(i)o9 ForEthg gear Octobher 1, ﬁ007*
s nde throu
TDX Independence 2010 Exchange-Traded Fund *" (Unaudited) May 31, 2009 May 31, 2008
Net Asset Value, beginning of period ........................... $ 22.09 $ 24.93 $ 25.39
Income from Investment Operations:
Net investment INCOME™ ™ . ... ... .ttt 0.28 0.69 0.55
Net realized and unrealized gain (loss) on investments and
foreign currency transactions™* .. .. ... ... ... 1.37 (2.67) (0.80)
Total from investment Operations . ................ou.... 1.65 (1.98) (0.25)
Distributions paid to shareholders from:
Net INVEStMENT INCOIME .+« v v v v vt ettt et eeeeeeeee e eennnnn — (0.86) (0.18)
Net realized capital gains . ....... ... i — — (0.03)
Total distributions . ..........c.tiii i — (0.86) (0.21)
Net Asset Value, end of period ... ... ... i $ 23.74 $ 22.09 $ 24.93
Total Return*** . .. .. .. .. . . 7.47% (7.87)% (0.99)%
Ratios/Supplemental Data:
Net Assets, end of period (in 000’s) . ........cviireininenenn... $23,764 $17,693 $24,953
Ratios to average net assets:
Expenses, net of expense reimbursements . .................... 0.65%" 0.65 % 0.65 %t
Expenses, prior to expense reimbursements .................... 1.83%!" 1.70 % 1.55 %!
Net INVeStMENt INCOME .+« + v v v v vt ettt et eeeeeaee e 2.38%" 3.09 % 3.33 %!
Portfolio turnover rate™ . ... ... . .. .. 37% 54 % 22 %
For the Six For the Period
Months Ended For the Year October 1, 2007*
November 30, 2009 Ended through
TDX Independence 2020 Exchange-Traded Fund (Unaudited) May 31, 2009 May 31, 2008
Net Asset Value, beginning of period ........................... $ 18.56 $ 24.18 $ 25.52
Income from Investment Operations:
Net investment iIncome™™ ... ... .. i 0.25 0.61 0.44
Net realized and unrealized gain (loss) on investments and
foreign currency transactions™* .. .. ... ... ..., 2.62 (5.64) (1.67)
Total from investment operations . ...................... 2.87 (5.03) (1.23)
Distributions paid to shareholders from:
Net INVeStMENt INCOME . . o v v vttt ettt et ettt e et teee e eieeeenn — (0.59) (0.10)
Net realized capital gains . ....... ... i — (0.00)(a) (0.01)
Total distributions . ........... i — (0.59) (0.11)
Net Asset Value, end of period ... ... .. i i $ 21.43 $ 18.56 $ 24.18
Total Return*** .. .. .. ... . .. . i 15.46% (20.73)% (4.82)%
Ratios/Supplemental Data:
Net Assets, end of period (in 000%s) . ........covirnininenenn... $47,153 $37,142 $43,539
Ratios to average net assets:
Expenses, net of expense reimbursements . .................... 0.65%" 0.65 % 0.65 %'
Expenses, prior to expense reimbursements . ................... 1.64%!" 1.60 % 1.32 %!
Net INVEStMENt INCOME & . . v vt vttt e et ettt e e e eeeeee e 2.48%"* 3.17 % 2.69 %!
Portfolio turnover rate!t ... ... .. .. 34% 64 % 20 %

Commencement of Investment Operations.

Based on average shares outstanding.

#** Total Return is calculated assuming an initial investment made at the Net Asset Value at the beginning of the period, reinvestment of all dividends
distributions at Net Asset Value during the period, and redemption at Net Asset Value on the last day of the period. Total Return calculated for a
period of less than one year is not annualized. The Total Return would have been lower if certain fees had not been reimbursed by the investment
sub-advisor, Amerivest Investment Management, LLC.

* Annualized.
ft Portfolio turnover is not annualized and does not include securities received or delivered from processing creations or redemptions.
(a) Amount distributed was $0.004 per share.

See Notes to Financial Statements. 50



TDX Independence Funds, Inc.

FINANCIAL HIGHLIGHTS (Continued)

For a Share outstanding throughout each period For the Six For the Period
N Monlt)hs gl(r]ldgt(i)o9 ForEthg gear Octob}fr 1, ﬁ007*
s nde throu
TDX Independence 2030 Exchange-Traded Fund *" (Unaudited) May 31, 2009 May 31, 2008
Net Asset Value, beginning of period ........................... $ 16.07 $ 23.57 $ 25.60
Income from Investment Operations:
Net investment iINCOMe™ ™ .. ... ittt 0.17 0.44 0.35
Net realized and unrealized gain (loss) on investments and
foreign currency transactions™* .. .. ... ... ..., 2.67 (7.54) (2.29)
Total from investment operations . ................ou.... 2.84 (7.10) (1.94)
Distributions paid to shareholders from:
Net INVEStMENt INCOIME .+« « v v v v vt ettt ettt eeeeee e — (0.40) (0.08)
Net realized capital gains .. ..... ..ot — — (0.01)
Total distributions . ......... .ottt — (0.40) (0.09)
Net Asset Value, end of period ... ... ... i $ 18.91 $ 16.07 $ 23.57
Total Return*** .. ... ... . .. . i 17.67% (30.08)% (7.59)%
Ratios/Supplemental Data:
Net Assets, end of period (in 000’s) . ........coviireininenan.... $37,845 $28,937 $33,021
Ratios to average net assets:
Expenses, net of expense reimbursements . .................... 0.65%" 0.65 % 0.65 %t
Expenses, prior to expense reimbursements . ................... 1.68%!" 1.62 % 1.38 %!
Net INVESTMENt INCOIME & . . v v vttt vt et ettt e eeeeieeeennn 1.96%" 2.52 % 2.13 %!
Portfolio turnover rate! .. ... ... ... 40% 64 % 13 %
For the Six For the Period
N Montt)hs gl(r]ldgt(i)o9 ForEthg gear Octob}fr 1, %1007*
, t
TDX Independence 2040 Exchange-Traded Fund *" (Unaudited) May 31, 2009 May 31,2008
Net Asset Value, beginning of period ........................... $ 15.35 $ 23.49 $ 25.64
Income from Investment Operations:
Net investment INCOMeE™ ™ . . ...ttt 0.15 0.37 0.29
Net realized and unrealized gain (loss) on investments and
foreign currency transactions™* ... ... ... ... 2.74 (8.15) (2.38)
Total from investment operations . ...................... 2.89 (7.78) (2.09)
Distributions paid to shareholders from:
Net INVEStMENT INCOIME .+« « v v v vttt ettt ettt eeeeee e eeeeennnn — (0.36) (0.06)
Net realized capital gains . ....... ... i — — (0.00)(a)
Total distributions . ......... .ottt — (0.36) (0.06)
Net Asset Value, end of period ... ... i $ 18.24 $ 15.35 $ 23.49
Total Return*** . .. . . . . . e 18.83% (33.03)% (8.14)%
Ratios/Supplemental Data:
Net Assets, end of period (in 000’s) . ........cviirerninenen.... $36,492 $27.651 $37,605
Ratios to average net assets:
Expenses, net of expense reimbursements . .................... 0.65%" 0.65 % 0.65 %'
Expenses, prior to expense reimbursements . ................... 1.70%" 1.65 % 1.36 %'
Net INVEStMENt INCOIME & . . v v vt v e vt e e ettt e eeeeineeeennn 1.73%* 221 % 1.89 %!t
Portfolio turnover rate™ ... ... ... . ... 36% 56 % 10 %

*  Commencement of Investment Operations.
** Based on average shares outstanding.

###* Total Return is calculated assuming an initial investment made at the Net Asset Value at the beginning of the period, reinvestment of all dividends
distributions at Net Asset Value during the period, and redemption at Net Asset Value on the last day of the period. Total Return calculated for a
period of less than one year is not annualized. The Total Return would have been lower if certain fees had not been reimbursed by the investment
sub-advisor, Amerivest Investment Management, LLC.

' Annualized.
ft Portfolio turnover is not annualized and does not include securities received or delivered from processing creations or redemptions.
(a) Amount distributed was $0.004 per share.

See Notes to Financial Statements. 51



TDX Independence Funds, Inc.

FINANCIAL HIGHLIGHTS (Continued)

For a Share outstanding throughout each period For the Six For the Period
Months Ended For the Year October 1, 2007*
November 30, 2009 Ended through
TDX Independence In-Target Exchange-Traded Fund (Unaudited) May 31, 2009 May 31, 2008
Net Asset Value, beginning of period ........................... $ 24.38 $ 25.46 $ 25.08
Income from Investment Operations:
Net investment INCOME™ ™ . ... ... .ttt 0.18 0.47 0.43
Net realized and unrealized gain (loss) on investments and
foreign currency transactions™™ ... ... ... ..., 0.97 (0.96) 0.10
Total from investment Operations . .............oveuuennnn. 1.15 (0.49) 0.53
Distributions paid to shareholders from:
Net INVEStMENt INCOME & . v v vttt ettt ettt ee e teee e eeeeenn — (0.59) (0.15)
Net realized capital gains . ... i — (0.00)(a) (0.00)(b)
Total distributions . .........u ittt — (0.59) (0.15)
Net Asset Value, end of period . ........ ..., $ 25.53 $ 24.38 $ 25.46
Total Return*** .. ... .. .. . 4.72% (1.87)% 212 %
Ratios/Supplemental Data:
Net Assets, end of period (in 000%S) . ... v.vt i i $25,546 $24,400 $30,576
Ratios to average net assets:
Expenses, net of expense reimbursements ..................... 0.65%" 0.65 % 0.65 %'
Expenses, prior to expense reimbursements .................... 1.82%!" 1.57 % 1.61 %'
Net INVEStMENt INCOME & . . v v vttt et ettt e e e e eeeeeee e 1.40%" 1.91 % 2.62 %'t
Portfolio turnover rate™t ... ... .. . . 20% 75 % 21 %
* Commencement of Investment Operations.
**  Based on average shares outstanding.

Total Return is calculated assuming an initial investment made at the Net Asset Value at the beginning of the period, reinvestment of all dividends
distributions at Net Asset Value during the period, and redemption at Net Asset Value on the last day of the period. Total Return calculated for a
period of less than one year is not annualized. The Total Return would have been lower if certain fees had not been reimbursed by the investment
sub-advisor, Amerivest Investment Management, LLC.

t Annualized.

ft Portfolio turnover is not annualized and does not include securities received or delivered from processing creations or redemptions.
(a) Amount distributed was $0.004 per share.
(b) Amount distributed was $0.0005 per share.

See Notes to Financial Statements. 52



TDX Independence Funds, Inc.

NOTES TO FINANCIAL STATEMENTS

1. ORGANIZATION

TDX Independence Funds, Inc. (the “Company”) was organized as a Maryland corporation on December 22, 2006
and is registered under the Investment Company Act of 1940, as amended (the “Act”).

As of November 30, 2009, the following five (5) series of exchange-traded funds (“ETF”) (each, a “Fund,” and
collectively, the “Funds,” or “TDX Independence Exchange-Traded Funds”) were in operation and trading:

TDX Independence 2010 Exchange-Traded Fund “Independence 2010 ETE”
TDX Independence 2020 Exchange-Traded Fund “Independence 2020 ETE”
TDX Independence 2030 Exchange-Traded Fund “Independence 2030 ETE”
TDX Independence 2040 Exchange-Traded Fund “Independence 2040 ETE”
TDX Independence In-Target Exchange-Traded Fund “Independence In-Target ETF”

XShares Advisors LLC (the “Advisor”) serves as investment advisor to the Funds and has overall responsibility for the
general management and administration of the Funds, subject to the supervision of the Funds’ Board of Directors.

Each Fund offers shares, known as TDX Independence Target Date Shares that are listed and traded on NYSE Arca,
Inc. (“NYSE Arca”). Unlike conventional mutual funds, each Fund issues and redeems shares on a continuous basis, at net
asset value, only in large specified lots, consisting of 200,000 shares, each called a “Creation Unit.” Except when
aggregated in Creation Units, shares are not individually redeemable securities of the Funds.

The investment objective of each Fund is to track the performance, before fees and expenses, of a particular index (the
“Underlying Index”). Zacks Investment Research (“Zacks”) is the creator of each Underlying Index. Each Underlying Index
is comprised of a mix of securities from three broad asset classes, international equities, domestic equities, and fixed income
which includes cash, cash equivalents or short-term money market instruments. The Fund may invest in short-term
instruments, which include obligations of the U.S. government and its agencies or instrumentalities; commercial paper,
variable amount master demand notes and other debt securities, including high quality U.S. dollar-denominated short-term
bonds and notes issued by domestic and foreign corporations; variable and floating rate securities; bank obligations;
repurchase agreements collateralized by these securities; and shares of other investment companies that primarily invest in
any of the above-referenced securities. These Underlying Indexes are designed to reflect a portfolio of investments that can
be used for lifecycle investing. Lifecycle investing is an investment technique that starts by targeting a particular investment
horizon. That investment horizon corresponds to the date the investor expects to need his or her invested assets.

The underlying indexes for the TDX Independence Exchange-Traded Funds are:

Fund Index

Independence 2010 ETF Zacks 2010 Lifecycle Index
Independence 2020 ETF Zacks 2020 Lifecycle Index
Independence 2030 ETF Zacks 2030 Lifecycle Index
Independence 2040 ETF Zacks 2040 Lifecycle Index
Independence In-Target ETF Zacks In-Target Lifecycle Index

2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America (“GAAP”) requires management to make estimates and assumptions that affect the reported amounts and
disclosures in the financial statements. Actual results could differ from those estimates.

A. Security Valuation The net asset value, or NAV, of each Fund’s shares is calculated each business day as of the
close of regular trading on the New York Stock Exchange, generally 4:00 p.m., Eastern Time. NAV per share is computed
by dividing the net assets by the number of shares outstanding. Investments are valued at fair value. Any assets or securities
for which market quotations are not readily available are valued at fair-value in accordance with procedures adopted by the
Board of Directors. The Board of Directors has delegated to the Advisor the responsibility to exercise oversight in the
administration of these procedures.

The Funds are subject to fair value accounting standards that define fair value, establish the framework for measuring
fair value and provide a three-tier hierarchy to maximize the use of observable market data and minimize the use of
unobservable inputs. Inputs refer broadly to the assumptions that market participants would use in pricing the asset or
liability, including assumptions about risk, for example, the risk inherent in a particular valuation technique used to
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NOTES TO FINANCIAL STATEMENTS (Continued)

measure fair value including such a pricing model and/or the risk inherent in the inputs to the valuation technique. Inputs
may be based on independent market data (“observable inputs”) or they may be internally developed (“unobservable
inputs”). The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurement) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of
the fair value hierarchy are as follows:

® Level 1 — quoted prices in active markets for identical securities

® Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability
either directly or indirectly, including quoted prices for similar assets or liabilities in active markets, quoted prices
for identical or similar assets or liabilities in markets that are not considered to be active, inputs other than quoted
prices that are observable for the asset or liability, and inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

e Level 3 — significant unobservable inputs (including a Fund’s own assumption in determining the fair value of
investments)

The level of a value determined for a financial instrument within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement in its entirety. However, the determination of what constitutes
an “observable” input may require significant judgment by the Funds. The Funds consider observable inputs to be market
data that is readily available, regularly distributed or updated, reliable and verifiable, and provided by independent sources
that are actively involved in the relevant market. The categorization of a value determined for a financial instrument within
the hierarchy is based upon the pricing transparency of the instrument and does not necessarily correspond to the Funds’
perceived risk of that instrument.

Investments whose values are based on quoted market prices in active markets, and whose values are therefore
classified as Level 1, consist of active listed equities.

Investments that trade in markets that are not considered to be active, but whose values are based on quoted market
prices, dealer quotations or valuations provided by alternative pricing sources supported by observable inputs are classified
as Level 2. These generally include certain U.S. government and sovereign obligations, most government agency securities
and investment-grade corporate bonds. As investments whose values are classified as Level 2 may include positions that are
not traded in active markets and/or are subject to transfer restrictions, valuations may be adjusted to reflect illiquidity
and/or non-transferability, which are generally based on available market information.

Investments whose values are classified as Level 3 have significant unobservable inputs, as they may trade infrequently
or not at all. Investments whose values are classified as Level 3 may include unlisted securities related to corporate actions,
securities whose trading have been suspended or which have been de-listed from their primary trading exchange and less
liquid corporate debt securities. When observable prices are not available for these securities, the Funds use one or more
valuation techniques (e.g., the market approach or the income approach) for which sufficient and reliable data is available.
Within Level 3 of the fair value hierarchy, the use of the market approach generally consists of using comparable market
transactions, while the use of the income approach generally consists of the net present value of estimated future cash
flows, adjusted as appropriate for liquidity, credit, market and/or other risk factors.

The inputs used by the Funds in estimating the value of investments classified as Level 3 may include the original
transaction price, quoted prices for similar securities or assets in active markets, completed or pending third-party
transactions in the underlying investment or comparable issuers, and changes in financial ratios or cash flows. Level 3
securities may also be adjusted to reflect illiquidity and/or non-transferability, with the amount of such discount estimated
by the Funds in the absence of market information. The fair value measurement of Level 3 securities does not include
transaction costs that may have been capitalized as part of the security’s cost basis. Assumptions used by the Funds due to
the lack of observable inputs may significantly impact the resulting fair value and therefore the Funds’ results of operations.

Fair value pricing could result in a difference between the prices used to calculate a Fund’s net asset value and the
prices used by the Fund’s underlying index, which in turn could result in a difference between the Fund’s performance and
the performance of the Fund’s underlying index.

A summary of the inputs used to value each Fund’s net assets as of November 30, 2009 is included with each Fund’s
Schedule of Investments.
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B. Securities Transactions And Income Recognition Securities transactions are recorded as of the date that the
securities are purchased or sold (trade date). Realized gains and losses from the sale or disposition of securities are calculated
on the identified cost-method. Dividend income is recorded on the ex-dividend date. Interest income is recorded on the
accrual basis. Discounts and premiums on securities purchased are amortized over the lives of the respective securities.

C. Dividends and Distributions to Shareholders And Federal Income Taxes It is each Fund’s policy to
comply with all requirements of the Internal Revenue Code of 1986, as amended (“the Code”), to qualify as a separate
Regulated Investment Company (“RIC”) under Subchapter M of the Code. It is the policy of each Fund to pay out
dividends, if any, to investors at least annually sufficient to relieve it from all, or substantially all, federal income and excise
taxes. Accordingly, no provision for federal income taxes was required for the fiscal year ended May 31, 2009 and for the
period October 1, 2007 (commencement of investment operations) through May 31, 2008. Taxable net realized gains from
investment transactions, reduced by capital loss carryforwards, if any, are declared and distributed to shareholders at least
annually. The capital loss carryforward amount, if any, is available to offset future net capital gains. The Funds may
occasionally be required to make supplemental distributions at some other time during the year. The Funds reserve the right
to declare special distributions if, in their reasonable discretion, such action is necessary or advisable to preserve the status
of each Fund as a RIC or to avoid imposition of income or excise taxes on undistributed income. Dividends and
distributions to shareholders are recorded on the ex-dividend date. The amount of dividends and distributions from net
investment income and net realized capital gains are determined in accordance with Federal income tax regulations which
may differ from GAAP. These “book/tax” differences are either considered temporary or permanent in nature. To the extent
these differences are permanent in nature, such amounts are reclassified within the components of net assets based on their
federal tax basis treatment; temporary differences do not require reclassification. Dividends and distributions, which exceed
earnings and profit for tax purposes, are reported as a tax return of capital. Each Fund pays out dividends from its net
investment income to investors annually. Each Fund distributes any net capital gains annually.

D. Expenses Expenses that are directly related to a specific Fund are charged to that respective Fund. Expenses which
are not readily identifiable to a specific Fund are allocated in such a manner as deemed equitable, taking into consideration
the nature and type of expense and the relative net assets of each Fund. Each Fund is entitled to use its respective
Underlying Index pursuant to a licensing agreement between Zacks and Amerivest Investment Management, LLC
(“Amerivest”) and a sub-licensing agreement between Amerivest and the Advisor. There is no charge to the Funds in
connection with these licensing agreements. Expenses related to the initial organization, registration and offering of the
Funds were borne by Amerivest.

E. Foreign Currency Transactions The accounting records of the Funds are maintained in U.S. dollars. Foreign
currencies, as well as investment securities and other assets and liabilities denominated in currencies other than the U.S.
dollar are translated into U.S. dollars using the applicable exchange rates as of the close of London Exchange. The effects of
changes in foreign currency exchange rates on investments in securities are not segregated in the Statements of Operations
from the effects of changes in market prices of those securities, but are included with the net realized and unrealized gain or
loss on investments in securities. Certain foreign exchange gains and losses included in realized and unrealized gains or
losses are included in or are a reduction of ordinary income in accordance with U.S. Federal income tax regulations.

F. Taxes The Funds are subject to tax provisions that establish a minimum threshold for recognizing, and a system for
measuring, the benefits of a tax position taken or expected to be taken in a tax return. These tax provisions require that the
financial statement effects of a tax position taken or expected to be taken in a tax return be recognized in the financial
statements when it is more likely than not, based on the technical merits, that the position will be sustained upon
examination by the taxing authorities. The tax benefits recognized in the financial statements from such a position should
be measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate
settlement. As of November 30, 2009, the Funds have not recorded any unrecognized tax benefits. The Funds’ policy, if it
had unrecognized benefits, is to recognize accrued interest and penalties in operating expenses.

The Funds’ have filed separate U.S. federal income tax returns since it was formed in 2007. The U.S. federal statute of
limitations remains open for all the years 2007 onward.

G. Cash Equivalents The Company considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.
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3. INVESTMENT ADVISORY AND OTHER AGREEMENTS

The Advisor has overall responsibility for the general management and administration of the Funds, subject to the
supervision of the Fund’s Board of Directors. Under an investment advisory agreement between the Company, on behalf of
the Funds, and the Advisor (the “Investment Advisory Agreement”), the Advisor is responsible for arranging sub-advisory,
transfer agency, custody, fund administration, and all other non-distribution related services for the Funds to operate. The
Advisor is also responsible for employing any sampling strategy for the Funds. The Investment Advisory Agreement, dated
as of July 24, 2007, has an initial term of two years and may be continued in effect annually thereafter if such continuance
is approved by (i) the Board of Directors, or (ii) a majority (as defined in the Act) of the outstanding voting securities of
each applicable Fund provided that in either case the continuance is also approved by a majority of the Board of Directors,
who are not parties to the Investment Advisory Agreement or “interested persons” (as defined in the Act) of any such party
(the “Disinterested Directors”), by a vote cast in person at a meeting called for the purpose of voting on such a
continuance. The Investment Advisory Agreement is terminable without penalty by the Company with respect to one or
more of the Funds on 60 days’ written notice when authorized either by majority vote of its outstanding voting shares or by
a vote of a majority of the Board of Directors, or by the Advisor on 60 days’ written notice, and will terminate
automatically in the event of its assignment.

For the services it provides to the Funds, the Advisor receives a unified advisory fee based on a percentage of the
daily net assets of each Fund. The advisory fee is calculated daily and paid monthly in arrears. Out of the advisory fee, the
Advisor pays, or arranges for the payment of, all fees and expenses of the Sub-Advisors, Transfer Agent, the
Administrator and Accounting Agent and the Custodian. Each Fund is responsible for the payment of all other expenses
associated with its operation, including but not limited to, brokerage expenses, taxes, interest, fees and expenses of
counsel to the Funds, fees and expenses of the Disinterested Directors (including legal counsel fees), certain out-of-pocket
expenses of the Advisor or Sub-Advisors, including, but not limited to, cost of obtaining prices for security valuations
(including manual broker quotes), Federal Reserve charges related to securities transactions, postage and insurance on
physical transfer items, telecommunication charges, and proxy voting execution, advice and reporting etc., fees and
expenses of the Chief Compliance Officer and expenses associated with the Funds’ compliance program, litigation
expenses, fees and expenses of the Funds’ independent auditors, registration fees, expenses associated with compliance by
the Funds with regulatory requirements, including those relating to the development and distribution of its prospectus and
shareholder reports, and extraordinary expenses. Pursuant to the Investment Advisory Agreement, the Advisor is
authorized to engage one or more sub-advisors to perform any of the services contemplated to be performed by the
Advisor under the Investment Advisory Agreement.

Amerivest and TDAM USA Inc. (“TDAM?”) act as investment sub-advisors to the Funds (each a “Sub-Advisor” and,
together, the “Sub-Advisors”). Amerivest is a wholly-owned subsidiary of TD AMERITRADE Holding Corporation.
TDAM is a direct, wholly-owned subsidiary of The Toronto-Dominion Bank and an affiliate of Amerivest. Mellon Capital
Management Corporation (“MCM?”), successor in interest to BNY Investment Advisors, previously served as an
investment sub-advisor to the Funds. The investment sub-advisory agreement between the Advisor and MCM terminated,
pursuant to its terms, effective August 3, 2009. To facilitate an uninterrupted investment program for the Funds, on July
23, 2009, the Directors, including a majority of the Disinterested Directors, approved an interim investment sub-advisory
agreement (the “Interim Agreement”) between the Advisor and TDAM, replacing MCM as an investment sub-advisor to
the Funds effective August 3, 2009. In addition, after careful consideration of possible alternatives to MCM, the
Directors, including a majority of the Disinterested Directors, approved, subject to shareholder approval, a new
investment sub-advisory agreement (the “New Sub-Advisory Agreement”) between the Advisor and TDAM, pursuant to
which TDAM would become a new investment sub-advisor to the Funds. The Sub-Advisors are responsible for the day-to-
day management of the Funds, subject to the supervision of the Advisor and the Funds’ Board of Directors. In this regard,
the Sub-Advisors are responsible for implementing the replication strategy for each Fund with regard to its underlying
index and for general administration, compliance and management services as may be agreed between the Advisor and
Sub Advisors from time to time.

For its services provided to the Funds under the Investment Advisory Agreement, each Fund pays the Advisor a fee
equal to 0.65% (per annum) of each Fund’s average daily net assets. The fee is accrued daily and paid monthly in arrears.

In accordance with the terms of the investment sub-advisory agreement with Amerivest, the Advisor pays Amerivest,
out of its own resources, a fee at the annual rate of 0.55% of each Fund’s average daily net assets for the first $5 billion in
assets and 0.60% of each Fund’s average daily net assets in excess of $5 billion. Out of the Sub-Advisory fee, Amerivest

56



pays all fees and expenses of TDAM, the Transfer Agent, Administrator and Accounting Agent and Custodian. Amerivest
has contractually agreed to reduce its fees and/or pay Fund operating expenses (excluding, among other things, acquired
fund fees and expenses, interest, taxes and extraordinary expenses) in order to limit each Fund’s net annual operating
expenses for shares of the Fund to 0.65% of the Fund’s average net assets (the “Expense Cap”). The Expense Cap will
remain in effect until at least September 30, 2010. Amerivest is permitted to be reimbursed for fee reductions and/or
expense payments made in the prior three fiscal years. This reimbursement may be requested by Amerivest if the aggregate
amount actually paid by a Fund toward operating expenses for such fiscal year (taking into account the reimbursement)
does not exceed the Expense Cap.

Amerivest pays TDAM, out of its own resources, a fee based on a percentage of the average daily net assets of each
Fund as set forth below:

® 10 basis points (0.10%) of the first $100 million in combined daily net assets of all Funds; and
e 5 basis points (0.05%) of the combined daily net assets of all Funds in excess of $100 million.

There is 2 minimum annual fee of $35,000 per Fund.
Expenses related to the initial organization, registration and offering of the Funds were borne by Amerivest.

The amounts subject to reimbursement to Amerivest at November 30, 2009 were as follows:

Reimbursements available through:

5/31/2010 5/31/2011 5/31/2012
Independence 2010 ETF .. ... ... i, $444,380 $338,808 $133,339
Independence 2020 ETF ... ... . it 680,908 542,439 207,962
Independence 2030 ETF .. ... ...t 565,784 445,314 173,246
Independence 2040 ETF .. ... .. it 566,883 441,823 166,300
Independence In-Target ETF . ........ ... ... .cciiuien... 499,837 384,593 145,735

For the period ended November 30, 2009, the advisory and sub-advisory fee waivers and expenses assumed by
Amerivest were as follows:

Amerivest Expenses Assumed

Fee Waiver by Amerivest
Independence 2010 ETF ... ... ittt $ 62,116 $71,224
Independence 2020 ETF . ... ..ot n 116,193 91,768
Independence 2030 ETF . ... ..ot 92,910 80,336
Independence 2040 ETF . ... ..ottt n 87,064 79,235
Independence In-Target ETF . ... ... . o, 68,844 76,890

The Bank of New York Mellon, a wholly-owned subsidiary of The Bank of New York Mellon Corporation, serves as
Administrator, Custodian, Accounting Agent and Transfer Agent for each Fund.

ALPS Distributors, Inc. serves as the distributor of Creation Units for each Fund on an agency basis. The Distributor
does not maintain a secondary market in shares of the Funds.

The Board of Directors is currently comprised of four Directors, of whom three are Disinterested Directors. The
Company pays each Disinterested Director an annual fee of $30,000, plus a fee of $4,000 per meeting attended in-person
or $1,000 per meeting attended conducted telephonically. Each Disinterested Director also receives $2,000 per Audit
Committee meeting attended in-person or $1,000 per meeting attended conducted telephonically, although the Audit
Committee Chairman receives $3,000 per Audit Committee meeting attended in-person. The Company reimburses each
Director for their costs and expenses associated with their performance of their duties hereunder, including the cost and
expenses associated with attendance of meetings of the Board. Directors’ fees and expenses are allocated among the Funds
based on each Fund’s relative average net assets.
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4. FEDERAL INCOME TAXES

As of November 30, 2009, the cost of investments for Federal income tax purposes and the aggregated gross

unrealized appreciation/depreciation on investments was as follows:

Unrealized Gross Gross Unrealiljeeé
Appreciation Unrealized Unrealized Appreciation
Cost (Depreciation) Appreciation (Depreciation) on Currency
Independence 2010 ETF ............. $22,933,566 $ 615,634  $1,130,155 $ (514,521) $ 98
Independence 2020 ETF ............. 46,389,725 412,461 2,969,720 (2,557,259) 874
Independence 2030 ETF ............. 38,331,337 (690,870) 2,395,644 (3,086,514) 944
Independence 2040 ETF ............. 37,753,772 (1,430,739) 2,170,818 (3,601,557) 1,097
Independence In-Target ETF .......... 24,604,861 653,772 831,432 (177,660) 287
At May 31, 2009, the cost of investments for Federal income tax purposes was as follows:
Cost
Independence 2010 ETF ... .ot e e e et et et e $18,466,917
Independence 2020 ETF ... it e e e et et e 44,706,508
Independence 2030 ETF ... .ottt e et et et e 38,097,932
Independence 2040 ETF ... .ot e e e et et et e 38,706,302
Independence In-Target ETF ... .. i e e e 24,453,856
At May 31, 2009, the components of accumulated earnings/loss on tax-basis were as follows:
Unrealized Unrealized
Net Accumulated Appreciation Gross Gross  Appreciation Total
Accumulated Capital and Other (Depreciation)  Unrealized Unrealized (Depreciation) Accumulated
Earnings Gains (Losses) on Investments Appreciation (Depreciation) on Currency Earnings (Loss)
Independence
2010 ETF ...... $211,002 $(1,406,922) $ (1,422,441) $417,143 § (1,839,584) $ 381 $ (2,617,980)
Independence
2020 ETF ...... 480,383 (3,424,393) (8,206,263) 548,172 (8,754,435) 2,048 (11,148,225)
Independence
2030 ETF ...... 329,475 (3,874,317) (9,669,363) 402,323 (10,071,686) 1,999 (13,212,206)
Independence
2040 ETF ...... 280,187 (3,817,740)  (11,319,201) 338,677 (11,657,878) 2,397 (14,854,357)
Independence
In-Target ETF ... 134,358 (533,030) (543,101) 320,929 (864,030) 423 (941,350)

Distributions to Shareholders:

The tax character of distributions paid during the fiscal year ended May 31, 2009 was as follows:

Distributions paid from
Ordinary Income

Distributions paid from
Long-Term Capital Gains

Independence 2010 ETF . ...........ciiiiuniainn... $ 686,307 $ —
Independence 2020 ETF . ...........ccvriinen.. .. 1,066,479 3,594
Independence 2030 ETF . ....... ... ... .. 639,029 —
Independence 2040 ETF . ....... ... ..., 583,997 —
Independence In-Target ETF .. ...................... 594,413 361
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At May 31, 2009, for Federal income tax purposes, the Funds have capital loss carryforwards available as shown in
the table below, to the extent provided by regulations, to offset future capital gains through the years indicated. To the
extent that these loss carryforwards are used to offset future capital gains, it is probable that the capital gains so offset will
not be distributed to shareholders. The use of some portion of the capital carryforwards by any one Fund may be limited
by Federal tax rules. These rules limit the use of the carryforwards when there has been a greater than fifty percent change
in ownership of a Fund.

Year of

Expiration Total

2017 Amount

Independence 2010 ETF ... ... i e $1,004,066 $1,004,066
Independence 2020 ETF . ... .. i et e 2,884,099 2,884,099
Independence 2030 ETF ... .. .. i i 3,249,773 3,249,773
Independence 2040 ETF ... ... . it i 3,538,689 3,538,689
Independence In-Target ETF .. ... .. . i, 176,636 176,636

Capital losses incurred after October 31 (“post-October losses”) within the taxable year are deemed to arise on the
first business day of each Fund’s next taxable year. Capital losses can be carried forward for a period of eight years.

During the fiscal year ended May 31, 2009, the Funds incurred and elected to defer net capital losses as follows:
Post-October Post-October

Losses on Losses on

Capital Currency

Independence 2010 ETF ... ..ottt et $389,018 $13,838
Independence 2020 ETF . .. ...ttt et 514,938 25,356
Independence 2030 ETF . .. ...ttt et e e e 591,388 33,156
Independence 2040 ETF . ... ..ottt e et 249,664 29,387
Independence In-Target ETF ... .. . it 353,790 2,604

5. INVESTMENT PORTFOLIO TRANSACTIONS

For the six months ended November 30, 2009, the cost of investments purchased and proceeds from sale of
investments (excluding in-kind transactions and short-term investments) were as follows:

Purchases Sales
Independence 2010 ETF ... ... ittt $ 7,028,369 $ 8,775,792
Independence 2020 ETF ... ... .ottt 15,092,068 14,181,472
Independence 2030 ETF ... ... ottt 13,869,176 13,159,967
Independence 2040 ETF ... ... .. oottt 11,473,020 11,072,506
Independence In-Target ETF .. ... ... i 4,713,674 4,138,725

For the six months ended November 30, 2009, the cost of in-kind purchases and the proceeds from in-kind sales were
as follows:

Purchases Sales
Independence 2010 ETF ... .. ... . i $3,601,501 $ —
Independence 2020 ETF ... ... . . i i 3,992,538 —
Independence 2030 ETF ... .. ... . i 3,464,422 —
Independence 2040 ETF ... .. ... . i 3,449,807 —

Independence In-Target ETF . ... ... ... i — —
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6. CAPITAL SHARE TRANSACTIONS

As of November 30, 2009, there were 12.5 billion shares of $0.0001 par value capital shares authorized by the
Company. Capital shares are issued and redeemed by each Fund only in Creation Units or multiples thereof. Except when
aggregated in Creation Units, shares of each Fund are not redeemable. Transactions in capital shares for each Fund are
disclosed in detail in the Statements of Changes in Net Assets. The consideration for the purchase of Creation Units of a
Fund generally consists of the in-kind contribution of a designated portfolio of securities constituting a portfolio sampling
representation of the securities included in the relevant Fund’s underlying index and an amount of cash. Investors
purchasing and redeeming Creation Units pay a purchase transaction fee and a redemption transaction fee to offset transfer
and other transaction costs associated with the issuance and redemption of Creation Units.

7. INDEMNIFICATIONS

In the normal course of business the Company enters into contracts that contain a variety of representations which
provide general indemnifications. The Company’s maximum exposure under these arrangements cannot be known;
however, the Company expects any risk of loss to be remote.

8. RECENT ACCOUNTING PRONOUNCEMENTS

In April 2009, the Financial Accounting Standards Board (“FASB”) issued additional guidance for estimating fair
value when the volume and level of activity has significantly decreased in relation to normal market activity for an asset or
liability. This guidance also provides additional insight on circumstances that may indicate that a transaction is not orderly
and requires additional disclosures in annual and interim reporting periods. This guidance is effective for fiscal periods and
interim periods ending after June 15, 2009. All changes to the Funds’ accounting policies have been made in accordance
with this guidance and incorporated as part of the notes to financial statements.

In June 2009, an accounting standards codification (“Codification™) was established as the source of authoritative
accounting principles recognized by the FASB to be applied by nongovernmental entities in the preparation of financial
statements in conformity with GAAP. Rules and interpretive releases of the Securities and Exchange Commission (“SEC”)
under federal securities laws are also sources of authoritative GAAP for SEC registrants. All guidance contained in the
Codification carries an equal level of authority. As of the effective date, the Codification has superseded all then-existing
non-SEC accounting and reporting standards. Concurrently, all nongrandfathered, non-SEC accounting literature not
included in the Codification has been deemed nonauthoritative. This Codification is effective for financial statements issued
for interim and annual periods ending after September 15, 2009. Management has evaluated this new statement and has
determined that it did not have a significant impact on the determination or reporting of the Funds’ financial statements.

9. SUBSEQUENT EVENTS

On December 18, 2009, the shareholders of the TDX Independence In-Target Exchange-Traded Fund and TDX
Independence 2010 Exchange-Traded Fund voted to approve the New Sub-Advisory between the Advisor and TDAM. The
Board of Directors of the Company had previously approved the New Sub-Advisory Agreement on November 2, 2009,
subject to shareholder approval. The special meetings of shareholders for the TDX Independence 2020 Exchange-Traded
Fund, the TDX Independence 2030 Exchange-Traded Fund, and the TDX Independence 2040 Exchange-Traded Fund
(collectively, the “2020, 2030 and 2040 Funds”) were adjourned on December 18, 2009 until December 30, 2009 and
again on December 30, 2009 until January 29, 2010 because these Funds have not yet obtained sufficient shareholder votes
to approve the New Sub-Advisory Agreement. TDAM is currently serving as an investment sub-advisor to the 2020, 2030
and 2040 Funds pursuant to the Interim Agreement between XShares and TDAM dated August 3, 2009. The Interim
Agreement, however, was due to expire by its terms on December 31, 2009. As a result, the Board of Directors of the
Company approved an amendment to the Interim Agreement to allow TDAM to continue to provide investment advisory
and other services to the 2020, 2030, and 2040 Funds until such time as shareholders of the 2020, 2030, and 2040 Funds
approve the New Sub-Advisory Agreement.

As previously disclosed to shareholders, at the July 23, 2009 meeting of the Board of Directors, the Directors
approved, subject to shareholder approval, (i) a new investment advisory agreement between the Company, on behalf of the
Funds, and Amerivest, whereby Amerivest would replace the Advisor as investment advisor and (ii) a new investment sub-
advisory agreement between Amerivest and TDAM. At this point, the Directors are uncertain of the timing for final
approval of Amerivest as investment advisor to the Funds. Amerivest continues to serve as an investment sub-advisor to the
Funds, along with TDAM.

Management has evaluated subsequent events in the preparation of the Funds’ financial statements through
January 29, 2010, which is the date the financial statements will be issued.

60



BOARD CONSIDERATIONS IN APPROVAL OF INVESTMENT

ADVISORY CONTRACTS

I. Board Considerations in Approving the Continuance of the Investment Advisory Agreements

At an in-person meeting of the Board of Directors (the “Board”) of TDX Independence Funds, Inc. (the “Company”)
held on July 23, 2009, the Board considered the renewal of (i) the investment advisory agreement (the “Advisory
Agreement”) between the Company, on behalf of its series of five (5) underlying portfolios (each, a “Fund,” and together,
the “Funds”), and the Company’s investment advisor, XShares Advisors LLC (“XShares” or the “Advisor”); (ii) the
investment sub-advisory agreement (the “Sub-Advisory Agreement,” and together with the Advisory Agreement, the
“Current Agreements”) between the Advisor and Amerivest Investment Management, LLC (“Amerivest”); and (iii) the
investment sub-advisory agreement (the “Previous Sub-Advisory Agreement,” and together with the Current Agreements,
the “Legacy Agreements”) between the Advisor and Mellon Capital Management Corporation (“MCM?”). At the July 23,
2009 meeting, the Board was asked to approve the continuation of the Advisory Agreement and the Sub-Advisory
Agreement for successive annual terms, and approve the continuation of the Previous Sub-Advisory Agreement until August
3, 2009 to facilitate the transition of investment sub-advisory services to TDAM USA Inc. (“TDAM?”), as discussed in Note
3 to the financial statements.

In its deliberations, the Board considered and reviewed materials distributed in advance of the meeting that provided a
range of information on a variety of factors, including, among other things (i) information about the duties and
responsibilities of the Board in connection with its review and consideration of the Legacy Agreements; (ii) information
relating to the profitability of the Advisor and Amerivest in view of the Funds; (iii) and performance and expense ratio
information in comparison to peer registered investment companies (collectively, the “15(c) Materials”). This information
formed the primary, but not exclusive, basis for the Board’s determinations.

In determining whether to approve the continuance of the Legacy Agreements, the Board considered the following
information and made the conclusions as described below:

(i) The nature, extent and quality of the services to be provided by the Advisor, Amerivest and MCM.

The Board reviewed in detail the nature, extent and quality of services provided by the Advisor, Amerivest and MCM
under the Legacy Agreements. The Board noted that these services include, among other things, furnishing a continuous
investment program for the Funds, including arranging for, or implementing, the purchase and sale of portfolio securities,
the provision of general corporate services such as portfolio management compliance services and the preparation and filing
of certain reports on behalf of the Company. The Board considered that the Advisor provides, or arranges for the provision
of, transfer agency, custody, fund administration and accounting, and other non-distribution services necessary for the
Funds’ operation. The Board also considered, among other things, the professional experience and qualifications of the
senior management and key professional personnel of the Advisor, Amerivest and MCM, including those individuals
responsible for portfolio management. The Board considered that the Advisor provides, at its own expense, office facilities
and equipment for use by the Funds and supervisory persons responsible for supervising and monitoring the Company’s
service providers.

The Board also considered that the Advisor pays for the compensation of officers of the Company who are also
officers or employees of the Advisor, except as may otherwise be determined by the Board. The Board evaluated these
factors in consultation with representatives of Paul, Hastings, Janofsky & Walker LLP, of counsel to the Company and the
Funds. Based on this review, the Board concluded that the nature, extent, and quality of services provided by the Advisor,
Amerivest and MCM in view of the Funds under the Legacy Agreements were reasonable and appropriate in relation to the
advisory fee, taking special consideration of the fact that the advisory fee is a unitary fee and, as a result, a portion of this
unitary advisory fee will be used to compensate the Funds’ service providers.

The Board also considered MCM’s operational capabilities and resources, and its experience in serving as an
investment sub-advisor to the Funds since the Funds commenced investment operations on October 1, 2007, taking special
consideration of MCM’s agreement to facilitate the transition of investment sub-advisory services to TDAM.

The Board also considered Amerivest’s role as an investment sub-advisor in providing oversight over MCM, and
eventually TDAM, including, reviewing the portfolio of securities of each Fund in accordance with the terms of the Funds’
registration statement, assistance in the resolution of any pricing issues and assistance in the development of trading
strategies. The Board also considered Amerivest’s experience in coordinating with MCM to keep the Board fully informed
on an ongoing basis of all material facts concerning the investment and reinvestment of the assets of each Fund and the
operations of Amerivest and MCM, and its experience in providing reasonable assistance to other service providers in
managing the Funds.
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ADVISORY CONTRACTS (Continued)

(ii)  The performance of the Funds and the Advisor, Amerivest and MCM.

The Board considered the performance of the Funds by reviewing the Funds’ annualized index tracking error since the
commencement of investment operations, which provides a comparison between the NAV of each Fund’s underlying index
as compared to the NAV of each respective Fund. The Board determined that the Funds had tracked their respective indices
within acceptable ranges since the Legacy Agreements were first approved by the Board, and the commencement of
investment operations of the Funds on October 1, 2007. In connection with the assessment of the ability of the Advisor and
Amerivest to perform their duties under the Current Agreements, the Board considered the Advisor’s and Amerivest’s
financial condition and whether they have the resources necessary to carry out their functions. The Board concluded that
the Advisor and Amerivest had the financial resources necessary to perform its obligations under the Current Agreements.

(iii)  The cost of the advisory services and the profits to the Advisor, Amerivest and MCM and its affiliates from
their relationship with the Funds.

The Board considered the proposed level of the advisory fee for each Fund and reviewed comparative advisory fee
information of other comparable exchange-traded funds, which was included in the 15(c) Materials. The Board considered
that this type of information would be useful in assessing whether the Advisor, Amerivest and MCM would be providing
services at a cost that was competitive with other exchange-traded funds. The Board concluded that the contract rate
advisory fee and total fund expenses for each of the Funds were reasonable, but noted that the advisory fees charged by the
Funds were higher than the advisory fees charged by the other exchange-traded funds listed in the Board Materials. The
Board noted, however, that the other exchange-traded funds with lower advisory fees were each structured as a fund of
funds, unlike the Funds, thereby reducing management costs. In concluding that the advisory fees and fund expenses were
reasonable, the Board considered the Company’s innovative and unique investment process. In assessing this information,
the Directors considered both the gross fees as well as the level of fees after waivers and/or reimbursements.

(iv)  The extent to which economies of scale will be realized as the Funds grow and whether fee levels reflect those
economies of scale.

The Board considered whether economies of scale would be realized by the Funds at higher asset levels. The Board
also assessed whether certain costs would increase if asset levels rise. The Board concluded that under foreseeable
conditions, they were unable to assess at this time whether economies of scale would be realized if the Funds were to
experience significant growth. In the event there were to be significant asset growth in the Funds, the Board determined to
reassess whether the advisory fees appropriately took into account any economies of scale that had been realized as a result
of that growth.

(v)  Other factors.

The Board also considered whether Amerivest or MCM would benefit in other ways from its relationship with the
Funds, noting that neither Amerivest nor MCM presently participate in any soft-dollar arrangements in connection with the
Funds’ brokerage transactions. The Board considered that affiliates of MCM provide other services to the Funds.

Il. Board Considerations in Approving a New Sub-Advisory Agreement

As indicated in Note 3 to the financial statements, at meetings held in-person on July 23, 2009 and November 2,
2009, the Board, including a majority of the Directors who are not “interested persons,” as defined by the Investment
Company Act of 1940, as amended, approved an interim investment sub-advisory agreement (the “Interim Agreement”)
between XShares and TDAM, and a new investment sub-advisory agreement (the “New Sub-Advisory Agreement”)
between XShares and TDAM, respectively. Prior to the meetings, the Board received and reviewed substantial information
regarding the services to be provided by TDAM to the Company and the Funds under the Interim Agreement and the New
Sub-Advisory Agreement. This information formed the primary, but not exclusive, basis for the Board’s determinations.
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Below is a summary of the factors considered by the Board and the conclusions that formed the basis for the Board’s
approval of the Interim Agreement and the New Sub-Advisory Agreement:

(i) The nature, extent and quality of the services to be provided by TDAM.

In considering the nature, extent and quality of services that TDAM proposes to provide to the Funds, the Board
reviewed presentations from TDAM relating to the staffing, management, organizational structure and investment
philosophy and processes of TDAM. The Board specifically considered, among other things, the professional experience
and qualifications of TDAM’s senior management and key professional personnel, as well as TDAM’s depth and breadth of
experience in managing investment portfolios consisting of both equity and fixed income securities. More particularly, the
Board considered TDAM’s robust operational capabilities and resources, and TDAM’s experience in managing index funds
covering such asset classes as Canadian, U.S. and global equities, as well as Canadian and global fixed income. The Board
noted that TDAM manages its equity and fixed income portfolios using both full replication and sampling techniques and
maintains strict discipline in the implementation of its indexing strategies. To that end, the Board noted that when there are
changes to a benchmark index, TDAM closely monitors any such changes to devise strategies to realign its portfolios at the
lowest possible cost while tracking the respective benchmark index. The Board also noted TDAM’s effective trading
processes to ensure low-cost trading across all portfolios. In reviewing the Interim Agreement, the Board made a
determination that the Interim Agreement generally contains the same terms and conditions as the Previous Sub-Advisory
Agreement and determined that the scope and quality of services under the Interim Agreement will be at least equivalent to
the scope and quality of services under the Previous Sub-Advisory Agreement. The Board concluded that the nature, extent
and quality of services to be provided by TDAM to the Funds under the Interim Agreement and the New Sub-Advisory
Agreement were reasonable and appropriate in relation to the fees to be paid to TDAM, taking special consideration of the
fact that the fees to be paid to TDAM under the Interim Agreement and the New Sub-Advisory Agreement are payable by
XShares, not by the Funds.

(ii)  The performance of the Funds and TDAM.

The Board determined that, given that TDAM would be a new investment sub-advisor for the Funds, the Funds’ prior
performance was not applicable to the Board’s consideration of TDAM. The Board noted that, although TDAM and its
affiliates do not currently manage exchange-traded funds with similar objectives to the Company, TDAM and its affiliates
serve as investment advisor on over $28.7 billion in indexed equity and fixed income portfolios. In that regard, the Board
considered TDAM’s relevant experience as well as its ability to leverage this expertise to manage the Funds’ portfolios. In
addition, in connection with its assessment of the ability of TDAM to perform its duties under the Interim Agreement and
the New Sub-Advisory Agreement, the Board considered TDAM’s financial condition and whether it had the resources
necessary to carry out its functions. The Board concluded that TDAM had the financial resources necessary to perform its
obligations under the Interim Agreement and the New Sub-Advisory Agreement.

(iii)  The cost of the advisory services and the profits to TDAM and its affiliates from their relationship with the
Funds.

In evaluating the costs of the services to be provided by TDAM under the Interim Agreement and the New Sub-
Advisory Agreement and the profitability of TDAM, the Board considered, among other things, that the Interim Agreement
and the New Sub-Advisory Agreement generally contain the same terms and conditions as the Previous Sub-Advisory
Agreement and that the contractual advisory fee rate payable under the Interim Agreement and the New Sub-Advisory
Agreement is identical to the contractual advisory fee rate payable under the Previous Sub-Advisory Agreement. The Board
noted that the contractual advisory fee rate payable under the Interim Agreement and the New Sub-Advisory Agreement,
like the contractual advisory fee rates payable under the Previous Sub-Advisory Agreement, is payable by XShares, not by
the Funds. The Board further noted that the unified management fee arrangements would not change as a result of TDAM’s
retention.

The Board also considered what, if any, indirect benefits TDAM and its affiliates would receive due to their
relationship with the Funds. The Board noted that TDAM represented that, although difficult to quantify, at the existing
asset level, TDAM is expected to be marginally profitable for acting as investment sub-advisor to the Funds, and does not
expect any material indirect benefits to be received by TDAM or its affiliates.
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The Board, including all of the Independent Directors, concluded that the fees that would be paid to TDAM under the
Interim Agreement and the New Sub-Advisory Agreement out of the unified management fee are reasonable and
appropriate in view of the quality of services to be provided and based on a comparison to the Previous Sub-Advisory
Agreement. The Board again noted that the fee payable to TDAM is payable by XShares, not by the Funds.

(iv)  The extent to which economies of scale will be realized as the Funds grow and whether fee levels reflect those
economies of scale.

In considering whether economies of scale would be realized by the Funds at higher asset levels, the Board noted that
the fees to be paid to TDAM under the Interim Agreement and the New Sub-Advisory Agreement are payable by XShares,
not by the Funds. As a result, the Board determined that consideration of economies of scale in view of its consideration of
TDAM was not applicable. The Board noted that, at the July 23, 2009 meeting, it considered the potential benefits of
economies of scale in its determination to approve the continuation of XShares’ engagement to serve as investment advisor
to the Funds for a successive annual period.

(v)  Other factors.

The Board also considered whether TDAM would benefit in other ways from its relationship with the Funds. The
Board discussed TDAM’s practices regarding the selection and compensation of brokers and dealers that execute portfolio
transactions for the Funds and the brokers’ and dealers’ provision of brokerage services to TDAM. The Board discussed the
potential benefits TDAM derives from the Funds’ soft dollar arrangements, whereby brokers provide brokerage services to
the Funds or TDAM in return for allocating fund brokerage.
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TDX Independence Funds, Inc.

ADDITIONAL INFORMATION

PROXY VOTING POLICIES AND PROCEDURES

A description of the policies and procedures that the Company uses to determine how to vote proxies related to each
Fund’s portfolio securities, (and information on how the Funds voted proxies during the period ending June 30, 2009) is
available without charge, upon request, (i) by calling 800-925-2870; (ii) on the Company’s website at
www.tdxindependencefunds.com; and (iii) on the Securities and Exchange Commission’s (“SEC”) website at www.sec.gov.

QUARTERLY PORTFOLIO DISCLOSURE

The Funds are required to file their complete schedule of portfolio holdings with the SEC for their first and third fiscal
quarters on Form N-Q. Copies of the filings are available without charge, upon request on the SEC’s website at
www.sec.gov and are available by calling the Company at 800-925-2870. You can also obtain copies of Form N-Q by (i)
visiting the SEC’s Public Reference Room in Washington, DC (information on the operation of the Public Reference Room
may be obtained by calling 800-SEC-0330); (ii) sending your request and a duplicating fee to the SEC’s Public Reference
Room, Washington, DC 20549-0102; or (iii) sending your request electronically to publicinfo@sec.gov.

Information about each Fund’s portfolio holdings is available daily at www.tdxindependencefunds.com.
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This report is intended for the sharebolders of the TDX Independence Exchange-Traded Funds
(“TDX Independence ETFs”). It may not be distributed to prospective Investors unless it is preceded or
accompanied by the current prospectus.

An Investor should consider the fund’s investment objective, risks, charges and expenses carefully before investing. For
this and more complete information about the fund call 800.925.2870 or visit the website www.tdxindependencefunds.com.
Please read the prospectus carefully before investing.

There are risks involved with investing in exchange-traded funds including possible loss of money. TDX Independence
ETFs are not actively managed and are subject to risks similar to stocks, including those related to short selling and margin
maintenance. Losses from short sales may be unlimited, and losses from purchases on margin may exceed original
investment.

Investments in small and medium capitalization companies will be subject to higher volatility than larger, more
established companies.

Investments in foreign securities will be subject to certain risks not associated with domestic securities, such as currency
fluctuations, and changes in political and economic conditions.

Investments in fixed income securities will be subject to certain risks as well. The prices of fixed income securities
respond to economic developments, particularly interest rate changes, as well as to perceptions about the credit risk of
individual issuers. Generally, fixed income securities will decrease in value if interest rates rise, and the volatility of lower
rated securities is even greater than that of higher rated securities.

There is no assurance that the investment process will consistently lead to successful investing. Diversification does not
eliminate the risk of experiencing investment losses.

The prospectus is not an offer to buy or sell the portfolio shares, nor is the fund soliciting an offer to buy its shares in
any jurisdiction where the offer or sale is not permitted.

TDX Independence ETFs are distributed by ALPS Distributors, Inc., member of FINRA, which is neither affiliated with
TDX Independence Funds, Inc. or any other affiliate, nor is it affiliated with The Bank of New York Mellon, Amerivest
Investment Management, LLC, or TDAM USA Inc.

“Target Date” refers to a time in the future, generally a specified year, in which the investor expects to retire or
otherwise require the use of the invested funds. Target date funds are generally more aggressive the further the target date is
from the present, with an objective of capital appreciation. As the target date approaches, the fund’s objective will generally
become more conservative, aiming to achieve a higher level of capital preservation.

Investors should note that although target date funds aim to preserve capital as the target date approaches, there no
guarantee that the fund will achieve this objective.
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