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THE FUND

The Fund is the only series of The Caldwell & Orkin Funds, Inc. (“Caldwell & Orkin”), an open-end, diversified
management investment company incorporated under the laws of the State of Maryland on August 15, 1989. Prior to
June, 1992, Caldwell & Orkin's name was The OTC Select-100 Fund, Inc. and consisted of only one portfolio (The “OTC
Select-100 Fund”). The shareholders of The OTC Select-100 Fund subsequently approved changing the corporate name
from The OTC Select-100 Fund, Inc. to The Caldwell & Orkin Funds, Inc. and to amend the investment objective and
policies of The OTC Select-100 Fund. As a result of such amendment, The OTC Select-100 Fund was renamed and its
assets and objectives were those of the Caldwell & Orkin Aggressive Growth Fund. In August 1996, the Board of
Directors of Caldwell & Orkin approved changing the name of the Aggressive Growth Fund to the Caldwell & Orkin
Market Opportunity Fund.

Caldwell & Orkin's address is: 5185 Peachtree Parkway, Suite 370, Norcross, Georgia 30092-6541, and its telephone
number is (678) 533-7850 or (800) 237-7073.

INVESTMENT OBJECTIVES, POLICIES AND RISK CONSIDERATIONS

Reference is made to “Investment Objective and Principal Investment Strategies of the Fund” in the Prospectus for a
discussion of the investment objectives and policies of the Fund. Set forth below is certain further information relating to
the Fund generally.

INVESTMENTS IN SMALL COMPANIES. Although the Fund invests in companies of all sizes, there may be times
when there is a significant investment in small companies. Smaller growth companies may offer greater potential for
capital appreciation than larger companies. Smaller growth companies often have new products or technologies, new
distribution methods, rapid changes in industry conditions due to regulatory or other developments, changes in
management or similar characteristics that may result not only in the expected growth in revenues but in an accelerated or
above average rate of earnings growth, which would usually be reflected in share price appreciation.

In addition, because they may be less actively followed by stock analysts and less information may be available on which
to base stock price evaluations, the market may overlook favorable trends in particular smaller growth companies, and then
adjust its valuation more quickly once investor interest is gained. Smaller growth companies may also be more subject to a
valuation catalyst (such as increased investor attention, takeover efforts or change in management) than larger companies.

On the other hand, the smaller companies in which the Fund may invest may have relatively small revenues, may have a
small share of the market for their products or services, their businesses may be limited to regional markets, or they may
provide goods or services for a limited market. For example, they may be developing or marketing new products or
services for which markets are not yet established and may never become established or may have or develop only a
regional market for product or services and thus be affected by local or regional market conditions. In addition, small
companies may lack depth of management or they may be unable to generate funds necessary for growth or potential
development, either internally or through external financing on favorable terms. Such companies may also be insignificant
enough in their industries and become subject to intense competition from larger companies.

Due to these and other factors, small companies may suffer significant losses or realize substantial growth; therefore,
investments in such companies tend to be volatile and are more speculative.

INVESTMENT IN FIXED INCOME SECURITIES. At most times, the Fund's assets will be invested primarily in
equity securities. However, money market instruments, U.S. Government securities and obligations, preferred stocks or
certificates of deposit of commercial banks, and other fixed income securities may be held when the Manager believes that
a portfolio of fixed income securities will outperform the stock market or in order for the Fund to receive a greater return
on its idle cash, or when a defensive position is warranted.

While the Fund invests in cash or fixed income securities and/or maintains a defensive position, investment income will
increase and may constitute a larger portion of the return. The Fund probably will not participate in market advances or
declines to the extent that it would if it was fully invested. The Fund's fixed income investments may consist of corporate
bonds and notes and U.S. government obligations. The Fund may invest in fixed income securities of any rating or quality,
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at the Manager’s sole discretion; provided, however, that the Fund will generally limit its investments in fixed income
investments with ratings or quality below investment grade to 10% or less of the Fund’s portfolio. For a discussion of the
credit ratings of Standard & Poor's Corporation (“Standard & Poor’s”) and Moody's Investors Service, Inc. (“Moody’s”),
see Appendix A to the Statement of Additional Information. Cash equivalent securities in which the Fund may invest
include U.S. government obligations, U.S. government agency securities, commercial paper, bankers' acceptances,
certificates of deposit, time deposits and other money market instruments (including, without limitation, money market
funds). The Fund will only invest in commercial paper rated no lower than A-2 by Standard & Poor's or Prime-2 by
Moody's. For a discussion of these ratings, see Appendix A to Statement of Additional Information.

The Fund's investments in fixed income securities will generally be subject to the following risks:

Interest Rate Risk. The price of a bond or a fixed income security is dependent upon interest rates. Therefore, the share
price and total return of fixed income securities will vary in response to changes in interest rates. Generally, as interest
rates rise, the market value of fixed income securities will fall. Conversely, as interest rates fall, the market value of fixed
income securities will rise. There is the possibility that the value of particular bond or fixed income securities may fall
because bonds or fixed income securities generally fall in value when interest rates rise. The longer the term of a bond or
fixed income instrument, the more sensitive it will be to fluctuations in value from interest rate changes. Changes in
interest rates may have a significant affect on the Fund’s performance if a significant portion of the Fund’s assets are in
fixed income securities with long-term maturities.

In the case of mortgage-backed securities, rising interest rates tend to extend the term to maturity of the securities, making
them even more susceptible to interest rate changes. When interest rates drop, not only can the value of fixed income
securities drop, but also the yield can drop, particularly where the yield is tied to changes in interest rates, such as
adjustable mortgages. Also when interest rates drop, the holdings of mortgage-backed securities can reduce returns if the
owners of the underlying mortgages pay off their mortgages sooner than expected since the funds prepaid must be
reinvested at the then lower prevailing rates. This is known as prepayment risk. When interest rates rise, the holdings of
mortgage-backed securities can reduce returns if the owners of the underlying mortgages pay off their mortgages later than
anticipated. This is known as extension risk.

Credit Risk. Credit risk is the risk that the issuer or guarantor of a debt security or counterparty to a transaction involving
one or more bonds will be unable or unwilling to make timely principal and/or interest payments, or otherwise will be
unable or unwilling to honor its financial obligations. If the issuer, guarantor, or counterparty fails to pay interest, income
may be reduced. If the issuer, guarantor, or counterparty fails to repay principal, the value of that security may be reduced.
The Fund may be subject to credit risk to the extent that they invest in debt securities which involve a promise by a third
party to honor an obligation with respect to the debt security. Normally, bonds with lower credit ratings will have higher
yields than bonds with the highest credit ratings, reflecting the relatively greater risk of bonds with lower credit ratings.
Bonds with the lowest credit ratings and highest yields are generally considered junk bonds, which would be subject to the
highest bond credit risk.

Maturity Risk. Maturity risk is another factor that can affect the value of a particular bond or fixed income security. In
general, the longer the maturity of a debt obligation, the higher its yield and the greater its sensitivity to changes in interest
rates. Conversely, the shorter the maturity, the lower the yield, but the greater the price stability.

INVESTMENTS IN SHORT SALES OF SECURITIES. The Fund may seek to hedge investments or realize additional
gains through short sales. The Fund may make short sales, which are transactions in which the Fund sells a security it
does not own, in anticipation of a decline in the market value of that security. To complete such a transaction, the Fund
must borrow the security to make delivery to the buyer. The Fund is then obliged to replace the security borrowed by
purchasing it at the market price at or prior to the time of replacement. The price at such time may be more or less than the
price at which the security was sold by the Fund. Until the security is replaced, the Fund is required to pay the lender any
dividends or interest that accrue during the period of the loan. To borrow the security, the Fund may also be required to
pay a premium, which would increase the cost of the security sold. The net proceeds of the short sale will be retained by
the broker, to the extent necessary to meet regulatory requirements, until the short position is closed out. The Fund also
will incur transaction costs in effecting short sales.



The Fund will incur a loss as a result of the short sale if the price of the security increases between the date of the short
sale and the date on which the Fund replaces the borrowed security. The Fund will realize a gain if the security declines in
price between those dates. The amount of any gain will be decreased, and the amount of any loss increased by the amount
of the premium, dividends, interest or expenses the Fund may be required to pay in connection with a short sale.

No securities will be sold short if, after effect is given to any such sale, the total market value of all securities sold short
would exceed 60% of the Fund's net assets. The Fund similarly will limit its short sales of securities of any single issuer if
the market value of the securities that have been sold short by the Fund would exceed three percent (3%) of the value of
the Fund's net assets or if such securities would constitute more than three percent (3%) of any class of the issuer's
securities; provided, however, that this limitation shall not apply to any short sale by the Fund of exchange-traded funds
(“ETFs™) or stock baskets.

On the Fund's internal books or in a segregated account at the Fund's Custodian (or a combination of both), the Fund will
segregate liquid assets (such as cash, U.S. Government securities, or equity securities) in an amount sufficient to cover the
current value of the securities to be replaced as well as any dividends, interest and/or transaction costs due to the broker
upon completion of any short sale transactions. In determining the amount to be segregated, the securities that have been
sold short by the Fund are marked to market daily. To the extent the market price of the security sold short increases and
more assets are required to meet the Fund's short sale obligations, additional assets will be segregated to ensure adequate
coverage of the Fund's short position obligations.

In addition, the Fund may make short sales “against the box” i.e., when the Fund sells a security short when the Fund has
segregated securities equivalent in kind and amount to the securities sold short (or securities convertible or exchangeable
into such securities) and will hold such securities while the short sale is outstanding. The Fund will incur transaction
costs, including interest, in connection with opening, maintaining, and closing short sales against the box.

The Fund may only engage in short sale transactions in securities listed on one or more national securities exchanges or
quoted in the National Association of Securities Dealers Automated Quotation (“NASDAQ”) National Market System.

INVESTMENTS IN FOREIGN SECURITIES. The Manager may invest up to 25% of the Fund's assets in equity
securities that are issued by foreign issuers and are traded in the United States and in American Depository Receipt of
foreign companies. By doing so, the Manager attempts to take advantage of differences between economic trends and the
performance of securities markets in various countries. The Manager believes that it may be possible to obtain significant
appreciation from a portfolio consisting, in part, of foreign investments and also achieve increased diversification.
Increased diversification is gained by combining securities from various countries that offer different investment
opportunities and are affected by different economic trends.

Generally, investments in securities of foreign companies, except Canadian companies, involve greater risks than are
present in domestic investments. Canadian securities are not considered by the Manager to have the same risks as other
nations' securities because Canadian and U.S. companies are generally subject to similar auditing and accounting
procedures and similar governmental supervision and regulation. Also, Canadian securities are normally more liquid than
other non-U.S. securities. Compared to U.S. and Canadian companies, there is generally less publicly available
information about foreign companies and there may be less governmental regulation and supervision of foreign stock
exchanges, brokers and listed companies.

In addition, investing in foreign securities also involves the following considerations comprising both risks and
opportunities not typically associated with investing in U.S. securities: fluctuations in exchange rates of foreign
currencies; possible imposition of exchange control regulation or currency restrictions that would prevent cash from being
brought back to the U.S.; lack of uniform accounting, auditing, and financial reporting standards; lack of uniform
settlement periods and trading practices; less liquidity and frequently greater price volatility in foreign markets than in the
U.S.; possible expropriation or nationalization of assets; and possible imposition of foreign taxes. Furthermore, the U.S.
government has from time to time in the past imposed restrictions, through taxation and otherwise, on foreign investments
by U.S. investors such as the Fund.

To the extent portfolio securities are denominated in foreign currencies, the value of the assets of the Fund as measured in
U.S. dollars may be affected favorably or unfavorably by changes in foreign currency exchange rates and exchange control
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regulations. Although the Fund values its assets daily in terms of U.S. dollars, it does not intend to convert its holdings of
foreign securities into U.S. dollars on a daily basis.

LENDING OF PORTFOLIO SECURITIES. In order to generate additional income, the Fund reserves authority to
lend securities from its portfolio to brokers, dealers and financial institutions such as banks and trust companies and
receive collateral in cash or securities issued or guaranteed by the U.S. Government which will be maintained in an
amount equal to at least 100% of the current market value of the loaned securities. The Fund may experience a loss or
delay in the recovery of securities if the institution with which it has engaged in a portfolio loan transaction breaches the
agreement with the Fund. Income from such lending will be invested in short-term cash equivalent securities, which will
increase the current income of the Fund. Such loans will not be for more than 30 days and will be terminable at any time.
The Fund will have the right to regain record ownership of loaned securities to exercise beneficial rights such as rights to
interest or other distributions. The Fund may pay reasonable fees to persons unaffiliated with the Fund for services in
arranging such loans. With respect to lending of portfolio securities, there is the risk of failure by the borrower to return
the securities involved in such transactions, in which event the Fund may incur a loss. If the Manager determines to make
securities loans, the value of the securities loaned would not exceed one third of the value of the total assets of the Funds.
The Fund does not presently intend to lend its portfolio securities during the coming year.

REPURCHASE AGREEMENTS. The Fund may enter into repurchase agreements with “primary dealers” in U.S.
government securities and member banks of the Federal Reserve System which furnish collateral at least equal in value or
market price to the amount of their repurchase obligation. In a repurchase agreement, the Fund purchases a security from a
seller which undertakes to repurchase the security at a specified resale price on an agreed future date (ordinarily a week or
less). The resale price generally exceeds the purchase price by an amount which reflects an agreed-upon market interest
rate for the term of the repurchase agreement. The principal risk is that, if the seller defaults, the Fund might suffer a loss
to the extent that the proceeds from the sale of the underlying securities and other collateral held by the Fund in connection
with the related repurchase agreement are less than the repurchase price. Repurchase agreements maturing in more than
seven days are considered by the Fund to be illiquid.

INVESTMENTS IN EXCHANGE-TRADED FUNDS. As noted in the Prospectus, the Fund may invest in exchange-
traded funds ("ETFs"). To the extent that the Fund takes a long position in an ETF, the Fund will be subject to the risk
that the market or sector of the market in which the ETF invests may decline in value. To the extent that the Fund takes a
short position in an ETF, the Fund will be subject to the risk that the market or sector of the market in which the ETF
invests may increase in value. When the Fund takes a long position in an ETF, it will also bear its indirect portion of the
fees and expenses of the ETF.

There can be no assurance that each of the underlying ETFs in which the Fund may invest will grow to or maintain an
economically viable size, in which case the ETF may be liquidated. In addition, to the extent that the ETFs in which the
Fund may invest are granted licenses to use their respective underlying indices, the ETFs may be liquidated if such license
agreements are terminated. In the event that an ETF in which the Fund invests is liquidated, there can be no assurance that
shares of a comparable ETF would be available for investment by the Fund at that time.

INVESTMENTS IN OTHER INVESTMENT COMPANIES. The Fund may invest in shares of other management
investment companies, including, but not limited to, money market funds and ETFs, subject to the limitations and
requirements of the Investment Company Act and subject to such investments being consistent with the overall objective
and policies of the Fund. To the extent that the Fund invests in securities of other investment companies, shareholders in
the Fund may be subject to duplicative advisory and administrative fees.

INVESTMENTS IN COMPANIES WITH BUSINESS RELATED TO COMMODITIES. As explained under
"Investment Restrictions™ below, the Fund does not invest directly in commaodities. However, the Fund may from time to
time invest in securities of companies whose business is related to commodities, or in registered investment companies or
other companies that invest directly or indirectly in commodities. For example, the Fund may invest in companies whose
business is related to mining of precious or other metals (e.g., gold, silver, etc.), or in registered investment companies that
invest in securities of mining companies and related instruments (including, without limitation, the underlying
commodities). Investments in equity securities of companies involved in mining or related precious metals industries, and
the value of investment companies and other companies that invest in precious metals and other commaodities are subject to
a number of risks. For example, the prices of precious metals or other commodities can make sharp movements, up or
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down, in response to cyclical economic conditions, political events or the monetary policies of various countries, any of
which may adversely affect the value of companies whose business is related to such commodities, or the value of
investment companies and other companies investing in such businesses or commodities. Furthermore, such companies
are subject to risks related to fluctuations of prices and perceptions of value in the commodities markets generally.

INVESTMENTS IN OPTIONS AND FUTURES. The following paragraphs pertain to futures and options: Regulatory
Matters, Combined Positions, Correlation of Price Changes, Futures Contracts, Futures Margin Payments, Liquidity of
Options and Futures Contracts, OTC Options, Purchasing Put and Call Options, Writing Put and Call Options, Risks of
Futures and Options, Risks of Options on Stock Indexes and Stock Index Futures Characteristics.

Regulatory Matters. The Fund will comply with and adhere to all limitations on the manner and extent to which it effects
transactions in futures and options on such futures currently imposed by the provisions of the Investment Company Act.
The Fund has filed a claim of exclusion from the definition of the term “commodity pool operator” pursuant to Rule 4.5
under the Commodity Exchange Act, as amended (the “CEA”) so that the Fund will not be subject to regulation or
registration as a commodity pool operator under the CEA.

Combined Positions. Combined positions involve purchasing and writing options in combination with each other, or in
combination with futures or forward contracts, to adjust the risk and return characteristics of the overall position. For
example, purchasing a put option and writing a call option on the same underlying instrument would construct a combined
position whose risk and return characteristics are similar to selling a futures contract. Another possible combined position
would involve writing a call option at one strike price and buying a call option at a lower price, to reduce the risk of the
written call option in the event of a substantial price increase. Because combined options positions involve multiple trades,
they result in higher transaction costs and may be more difficult to open and close out.

Correlation of Price Changes. Because there are a limited number of types of exchange-traded options and futures
contracts, it is likely that the standardized contracts available will not match the Fund’s current or anticipated investments
exactly. The Fund may invest in options and futures contracts based on securities with different issuers, maturities, or other
characteristics from the securities in which the fund typically invests, which involves a risk that the options or futures
position will not track the performance of the fund’s other investments.

Options and futures prices can also diverge from the prices of their underlying instruments, even if the underlying
instruments match the Fund’s investments well. Options and futures prices are affected by such factors as current and
anticipated short-term interest rates, changes in volatility of the underlying instrument, and the time remaining until
expiration of the contract, which may not affect security prices the same way. Imperfect correlation may also result from
differing levels of demand in the options and futures markets and the securities markets, from structural differences in how
options and futures and securities are traded, or from imposition of daily price fluctuation limits or trading halts. The Fund
may purchase or sell options and futures contracts with a greater or lesser value than the securities it wishes to hedge or
intends to purchase in order to attempt to compensate for differences in volatility between the contract and the securities,
although this may not be successful in all cases. If price changes in the Fund’s options or futures positions are poorly
correlated with its other investments, the positions may fail to produce anticipated gains or result in losses that are not
offset by gains in other investments.

Futures Contracts. In purchasing a futures contract, the buyer agrees to purchase a specified underlying instrument at a
specified future date. In selling a futures contract, the seller agrees to sell a specified underlying instrument at a specified
future date. The price at which the purchase and sale will take place is fixed when the buyer and seller enter into the
contract. Some currently available futures contracts are based on specific securities and some are based on indices of
securities prices. Futures can be held until their delivery dates, or can be closed out before then if a liquid secondary
market is available.

The value of a futures contract tends to increase and decrease in tandem with the value of its underlying instrument.
Therefore, purchasing futures contracts will tend to increase the Fund’s exposure to positive and negative price
fluctuations in the underlying instrument, much as if it had purchased the underlying instrument directly. If the fund sells a
futures contract, by contrast, the value of its futures position will tend to move in a direction contrary to the market.
Selling futures contracts, therefore, will tend to offset exposure to the underlying instrument’s positive and negative
market price changes, much as if the underlying instrument had been sold.
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Futures Margin Payments. The purchaser or seller of a futures contract is not required to deliver or pay for the underlying
instrument unless the contract is held until the delivery date. However, both the purchaser and seller are required to deposit
“initial margin” with a futures broker, known as a futures commission merchant (“FCM”), when the contract is entered
into. Initial margin deposits are typically equal to a percentage of the contract’s value. If the value of either party’s position
declines, that party will be required to make additional “variation margin” payments to settle the change in value on a daily
basis. The party that has a gain may be entitled to receive all or a portion of this amount. Initial and variation margin
payments would not constitute purchasing securities on margin for purposes of the Fund’s investment limitations. In the
event of the bankruptcy or insolvency of an FCM that holds margin on behalf of the Fund, the Fund may be entitled to
return of margin owed to it only in proportion to the amount received by the FCM’s other customers, potentially resulting
in losses to the Fund. If the Fund invests in futures, the Fund would be required to segregate liquid assets equivalent to the
Fund’s outstanding obligations under the contract in excess of the initial margin and variation margin, if any.

Liquidity of Options and Futures Contracts. There is no assurance a liquid secondary market will exist for any particular
options or futures contract at any particular time. Options may have relatively low trading volume and liquidity if their
strike prices are not close to the underlying instrument’s current price. In addition, exchanges may establish daily price
fluctuation limits for options and futures contracts, and may halt trading if a contract’s price moves upward or downward
more than the limit in a given day. On volatile trading days when the price fluctuation limit is reached or a trading halt is
imposed, it may be impossible to enter into new positions or close out existing positions. If the secondary market for a
contract is not liquid because of price fluctuation limits or otherwise, it could prevent prompt liquidation of unfavorable
positions, and potentially could require the Fund to continue to hold a position until delivery or expiration regardless of
changes in its value. As a result, the Fund’s access to other assets held to cover its options or futures positions could also
be impaired.

OTC Options. Unlike exchange-traded options, which are standardized with respect to the underlying instrument,
expiration date, contract size, and strike price, the terms of OTC options (options not traded on exchanges) generally are
established through negotiation with the other party to the option contract. While this type of arrangement allows the
purchaser or writer greater flexibility to tailor an option to its needs, OTC options generally are less liquid and involve
greater credit risk than exchange-traded options, which are guaranteed by the clearing organization of the exchanges where
they are traded.

Purchasing Put and Call Options. By purchasing a put option, the purchaser obtains the right (but not the obligation) to
sell the option’s underlying instrument at a fixed strike price. In return for this right, the purchaser pays the current market
price for the option (known as the option premium). Options have various types of underlying instruments, including
specific securities, indices of securities prices, and futures contracts. The purchaser may terminate its position in a put
option by allowing it to expire or by exercising the option. If the option is allowed to expire, the purchaser will lose the
entire premium. If the option is exercised, the purchaser completes the sale of the underlying instrument at the strike price.
A purchaser may also terminate a put option position by closing it out in the secondary market at its current price, if a
liquid secondary market exists.

The buyer of a typical put option can expect to realize a gain if security prices fall substantially. However, if the
underlying instrument’s price does not fall enough to offset the cost of purchasing the option, a put buyer can expect to
suffer a loss (limited to the amount of the premium, plus related transaction costs).

The features of call options are essentially the same as those of put options, except that the purchaser of a call option
obtains the right to purchase, rather than sell, the underlying instrument at the option’s strike price. A call buyer typically
attempts to participate in potential price increases of the underlying instrument with risk limited to the cost of the option if
security prices fall. At the same time, the buyer can expect to suffer a loss if security prices do not rise sufficiently to offset
the cost of the option.

Writing Put and Call Options. The writer of a put or call option takes the opposite side of the transaction from the option’s
purchaser. In return for receipt of the premium, the writer assumes the obligation to pay the strike price for the option’s
underlying instrument if the other party to the option chooses to exercise it. The writer may seek to terminate a position in
a put option before exercise by closing out the option in the secondary market at its current price. If the secondary market
is not liquid for a put option, however, the writer must continue to be prepared to pay the strike price while the option is
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outstanding, regardless of price changes. When writing an option on a futures contract, the Fund will be required to make
margin payments to an FCM as described above for futures contracts.

If security prices rise, a put writer would generally expect to profit, although its gain would be limited to the amount of the
premium it received. If security prices remain the same over time, it is likely that the writer will also profit, because it
should be able to close out the option at a lower price. If security prices fall, the put writer would expect to suffer a loss.
This loss should be less than the loss from purchasing the underlying instrument directly, however, because the premium
received for writing the option should mitigate the effects of the decline.

Writing a call option obligates the writer to sell or deliver the option’s underlying instrument, in return for the strike price,
upon exercise of the option. The characteristics of writing call options are similar to those of writing put options, except
that writing calls generally is a profitable strategy if prices remain the same or fall. Through receipt of the option premium,
a call writer mitigates the effects of a price decline. At the same time, because a call writer must be prepared to deliver the
underlying instrument in return for the strike price, even if its current value is greater, a call writer gives up some ability to
participate in security price increases.

Risks of Futures and Options. The purchase and sale of options and futures contracts and related options involve risks
different from those involved with direct investments in securities and also require different skills from the investment
adviser in managing the Fund’s portfolio of investments. While utilization of options, futures contracts and similar
instruments may be advantageous to the Fund, if the investment adviser is not successful in employing such instruments in
managing the Fund’s investments or in predicting market changes, the Fund’s performance will be worse than if the Fund
did not make such investments. It is possible that there will be imperfect correlation, or even no correlation, between price
movements of the investments being hedged and the options or futures used. It is also possible that the Fund may be
unable to close out or liquidate its hedges during unusual periods of illiquidity in the options or futures markets. In
addition, the Fund will pay commissions and other costs in connection with such investments, which may increase the
Fund’s expenses and reduce its yield. The Fund may purchase and write both over-the-counter and exchange traded
options.

Risks of Options on Stock Indices. As discussed above, the purchase and sale of options on stock indices will be subject
to risks applicable to options transactions generally. In addition, the distinctive characteristics of options on indices create
certain risks that are not present with stock options. Index prices may be distorted if trading of certain stocks included in
the index is interrupted. Trading in index options also may be interrupted in certain circumstances, such as if trading were
halted in a substantial number of stocks included in the index or if dissemination of the current level of an underlying
index is interrupted. If this occurs, the Fund would not be able to close out options which it had purchased and, if
restrictions on exercise were imposed, may be unable to exercise an option it holds, which could result in losses if the
underlying index moves adversely before trading resumes. However, it is a policy of the Fund to purchase options only on
indices which include a sufficient number of stocks so that the likelihood of a trading halt in the index is minimized.

The purchaser of an index option may also be subject to a timing risk. If an option is exercised by the Fund before final
determination of the closing index value for that day, the risk exists that the level of the underlying index may
subsequently change. If such a change caused the exercised option to fall out-of-the-money (that is, the exercising of the
option would result in a loss, not a gain), the Fund will be required to pay the difference between the closing index value
and the exercise price of the option (times the applicable multiplier) to the assigned writer. Although the Fund may be
able to minimize this risk by withholding exercise instructions until just before the daily cutoff time, it may not be possible
to eliminate this risk entirely, because the exercise cutoff times for index options may be earlier than those fixed for other
types of options and may occur before definitive closing index values are announced. Alternatively, when the index level
is close to the exercise price, the Fund may sell rather than exercise the option. Although the markets for certain index
option contracts have developed rapidly, the markets for other index options are not as liquid. The ability to establish and
close out positions on such options will be subject to the development and maintenance of a liquid secondary market. It is
not certain that this market will develop in all index option contracts.

Stock Index Futures Characteristics. Currently, stock index futures contracts can be purchased or sold with respect to
several different stock indices, each based on a different measure of market performance. A determination as to which of
the index contracts would be appropriate for purchase or sale by the Fund will be based upon, among other things, the
liquidity offered by such contracts and the volatility of the underlying index.
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Unlike when the Fund purchases or sells a security, no price is paid to or received by the Fund upon the purchase or sale of
a futures contract. Instead, the Fund will be required to deposit in its segregated asset account an amount of cash or
qualifying securities (currently U.S. Treasury bills) currently ranging from approximately 10% to 15% of the contract
amount. This is called “initial margin.” Such initial margin is in the nature of a performance bond or good faith deposit
on the contract which is returned to the Fund upon termination of the futures contract. Gains and losses on open contracts
are required to be reflected in cash in the form of variation margin payments which the Fund may be required to make
during the term of the contracts to its broker. Such payments would be required where, during the term of a stock index
futures contract purchased by the Fund, the price of the underlying stock index declined, thereby making the Fund’s
position less valuable. In all instances involving the purchase of stock index futures contracts by the Fund, an amount of
cash together with such other securities as permitted by applicable regulatory authorities to be utilized for such purpose, at
least equal to the market value of the futures contracts, will be deposited in a segregated account with the Fund’s custodian
to collateralize the position. At any time prior to the expiration of a futures contract, the Fund may elect to close its
position by taking an opposite position which will operate to terminate its position in the futures contract.

Where futures are purchased to hedge against a possible increase in the price of a security before the Fund is able to
fashion its program to invest in the security or in options on the security, it is possible that the market may decline. If the
Fund, as a result, decided not to make the planned investment at that time either because of concern as to the possible
further market decline or for other reasons, the Fund would realize a loss on the futures contract that is not offset by a
reduction in the price of securities purchased.

In addition to the possibility that there may be an imperfect correlation or no correlation at all between movements in the
stock index future and the portion of the portfolio being hedged, the price of stock index futures may not correlate
perfectly with movements in the stock index due to certain market distortions. All participants in the futures market are
subject to margin deposit and maintenance requirements. Rather than meeting additional margin deposit requirements,
investors may close futures contracts through offsetting transactions which could distort the normal relationship between
the index itself and the value of a future. Moreover, the deposit requirements in the futures market are less onerous than
margin requirements in the securities market and may therefore cause increased participation by speculators in the futures
market. Such increased participation may also cause temporary price distortions. Due to the possibility of price distortion
in the futures market and because of the imperfect correlation between movements in stock indices and movements in the
prices of stock index futures, the value of stock index futures contracts as a hedging device may be reduced. In addition, if
the Fund has insufficient available cash, it may at times have to sell securities to meet variation margin requirements.
Such sales may have to be effected at a time when it may be disadvantageous to do so.

BORROWING MONEY. The Fund may borrow up to one-third of its total assets, including the amount of such
borrowing, to maintain necessary liquidity to make payments for redemptions of Fund shares, for temporary emergency
purposes or for other purposes. Borrowing involves the creation of a liability that requires the Fund to pay interest. The
risks of borrowing include a higher volatility of the net asset value of the Fund’s shares and the relatively greater effect on
the net asset value of the shares caused by declines in the prices of the Fund’s investments, adverse market movements and
increases in the cost of borrowing. The effect of borrowing in a declining market could be a greater decrease in net asset
value per share than if the Fund had not borrowed money. In an extreme case, if the Fund’s current investment income
were not sufficient to meet the interest expense of borrowing, it could be necessary for the Fund to liquidate certain of its
investments at an inappropriate time.

MONITORING TOTAL INVESTED POSITION. The Fund expects its total invested position (fixed income plus long
positions plus the absolute value of its short positions) to be below 100% under normal circumstances. However, from
time to time, the Fund’s total invested position may exceed 100% for temporary periods due to timing of Fund purchases
and sales, appreciation or depreciation in the Fund’s portfolio, redemptions of Fund shares or a combination of these or
other factors. The Manager will monitor the Fund’s total invested position and, when it exceeds 100% will take
appropriate steps to reduce the Fund’s total invested position below 100%.
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INVESTMENT RESTRICTIONS

Caldwell & Orkin has adopted the following restrictions and policies relating to the investment of its assets and its
activities, which are fundamental policies and may not be changed without the approval of the holders of a majority of the
Fund’s outstanding voting securities (which for this purpose and under the Investment Company Act means the lesser of
(i) 67% of the shares represented at a meeting at which more than 50% of the outstanding shares are represented or (ii)
more than 50% of the outstanding shares).

Any investment restriction which involves a maximum percentage of securities or assets shall not be considered to be
violated unless an excess over the percentage occurs immediately after, and is caused by, an acquisition of securities or
assets of, or borrowings by, the Fund.

The Fund may not:

1.

10.

11.

As to 75% of its total assets, purchase securities of any one issuer, other than those issued or guaranteed by the
United States government, its agencies or instrumentalities, if immediately after such purchase more than 5% of
the Fund’s total assets would be invested in securities of such issuer or the Fund would own 10% or more of the
outstanding voting securities of such issuer.

Invest 25% or more of its total assets in the securities of issuers in any particular industry. (The Fund’s Board of
Directors has determined that for purposes of this investment restriction, securities of other registered investment
companies are not considered to be issued by issuers in any industry; provided, however, that investments in other
investment companies that track a sector of a broad-based securities market shall be deemed to represent
investments in the securities of issuers in one or more industries represented in that sector, as reasonably
determined by the Manager in its sole discretion.)

Issue senior securities, except as permitted under the Investment Company Act.
Purchase securities of other investment companies, except as permitted under the Investment Company Act.

Purchase or sell real estate or interests in real estate, including real estate limited partnerships; provided that the
Fund may invest in securities secured by real estate or interests therein or issued by companies, including real
estate investment trusts, which invest in real estate or interests therein.

Purchase or sell commodities or commodity contracts, except that the Fund may purchase and sell options,
forward contracts and futures contracts, including, without limitation, those relating to indices, securities or
commaodities, and options on such forward or futures contracts.

Make loans to other persons; provided that the Fund may lend its portfolio securities to the extent permitted by
the 1940 Act, and provided further that, for purposes of this restriction, investments in Government obligations,
short-term commercial paper, certificates of deposit, bankers’ acceptances and repurchase agreements shall not be
deemed to be the making of a loan.

Borrow money, except to the extent permitted under the Investment Company Act (including, without limitation,
borrowing to meet redemptions).

Mortgage, pledge, hypothecate or in any manner transfer, as security for indebtedness, any securities owned or
held by the Fund except as may be necessary (i) in connection with borrowings mentioned in (10) above; (ii) in
connection with writing covered put and call options, the purchase of securities on a when-issued or forward
commitment basis, and collateral and initial or variation margin arrangements with respect to options, short sales,
forward contracts, futures contracts, options on forward contracts and futures contracts; or (iii) otherwise as
permitted under the Investment Company Act.

Invest certain of the Fund’s assets in securities for which there are legal or contractual restrictions on resale,
securities which are not readily marketable, securities of foreign issuers which are not listed on a recognized
domestic or foreign securities exchange, or other illiquid securities, except to the extent permitted under the
Investment Company Act.

Underwrite securities of other issuers except insofar as the Funds may be deemed an underwriter under the
Securities Act of 1933 in selling portfolio securities.
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Additional investment restrictions adopted by the Directors of the Fund which may be changed by the Directors at
their discretion, provide that the Fund may not:

12. Make investments for the purpose of exercising control or management.

13. Purchase any securities on margin, except that the Fund may obtain such short-term credit as may be necessary
for the clearance of purchases and sales of portfolio securities.

14. Purchase or sell interests in oil, gas or other mineral exploration or development programs or leases. The Fund
may, however, purchase or sell securities of entities which invest in such programs.

15. Invest more than 5% of the value of its total assets in marketable warrants to purchase common stock valued at
the lower of cost or market. Included within that amount, but not to exceed 2% of the value of the Fund’s net
assets, may be warrants which are not listed on the New York or American Stock Exchanges. Warrants acquired
by the Fund as part of a unit or attached to securities may be deemed to be without value.

16. Engage in arbitrage transactions.

PORTFOLIO HOLDINGS

The Board of Directors has adopted policies which the Board believes are in the best interests of shareholders to govern
the circumstances under which disclosure regarding securities held by the Fund and disclosure of purchases and sales of
such securities, may be made to shareholders of the Fund or other persons. These policies include the following:

o Public disclosure regarding the Fund’s complete portfolio holdings (“Portfolio Securities”) is made quarterly
through the Fund’s Form N-Q and Semi-Annual and Annual Reports (the “Regulatory Reports”). The Semi-
Annual and Annual Reports are also available on the Fund’s website at http://www.caldwellorkin.com. In
addition, the Manager posts monthly reports on the Fund’s website as described in the Fund’s Prospectus.
Other than the C&O Reports, shareholders and other persons generally may not be provided with information
regarding Portfolio Securities held, purchased or sold by the Fund.

o Notwithstanding the foregoing, information regarding portfolio securities, and other information regarding the
investment activities of the portfolios, may be disclosed to rating and ranking organizations for use in
connection with their rating or ranking of the Fund. In addition, the policy relating to disclosure of the Fund's
holdings of portfolio securities does not prohibit: (i) disclosure of information to the Fund's investment adviser
or to other service providers, including but not limited to the Fund's administrator, distributor, custodian, legal
counsel and auditors, or to brokers and dealers through which the Fund purchases and sells portfolio securities;
and (ii) disclosure of holdings of or transactions in portfolio securities by the Fund that is made on the same
basis to all Fund shareholders.

0 Use of information regarding Portfolio Securities, and other information regarding the investment activities of
the portfolios disclosed as described above is limited by conditions of confidentiality. “Conditions of
confidentiality” include (i) confidentiality clauses in written agreements, (ii) confidentiality implied by the
nature of the relationship (e.g., attorney-client relationship), (iii) confidentiality required by fiduciary or
regulatory principles (e.g., custody relationships) or (iv) understandings or expectations between the parties
that the information will be kept confidential.

0 Any arrangements to disclose information about a Fund’s portfolio securities before public disclosure requires
the approval of the Chief Compliance Officer (“CCO”). In determining whether to approve such an
arrangement, the CCO may consider, among other things, the information to be disclosed, the timing of the
disclosure, the intended use of the information, whether the arrangement is reasonably necessary to aid in
conducting the ongoing business of the Fund, and whether the arrangement will adversely affect the Fund or
its shareholders.
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o Neither the Manager nor the Fund (or any affiliated person, employee, officer, trustee or director of the
Manager) may receive any direct or indirect compensation in consideration of the disclosure of information
relating to portfolio securities held, purchased or sold by the Fund.

Manager employees that are access persons under the Fund's and Manager's Codes of Ethics have access to portfolio
holdings on a regular basis. The Codes of Ethics prohibit use or dissemination of such information by such persons for
unlawful purposes, including insider trading. Compliance with the Codes of Ethics is monitored regularly and reports are
provided quarterly to the Board of Directors.

Notwithstanding the foregoing, there is no guarantee that the Fund's policies on use and dissemination of holdings
information will protect the Fund from the potential misuse of holdings by individuals or firms in possession of such
information.

CODE OF ETHICS

The Fund and the Manager have adopted a Code of Ethics that applies to their respective Officers, Directors and
employees. Although personnel subject to the Code of Ethics may invest in certain securities, Caldwell & Orkin has
policies for personal trading that, among other things, prohibit insider trading. With respect to equity securities that may
be purchased or held by the Fund, the policies generally prohibit purchases, and permit sales only under certain conditions.
Generally, personal trades in equity securities require pre-clearance with the compliance officer. The Fund has also
adopted a Supplemental Code of Ethics that applies to the principal executive officers of the Fund.

PROXY VOTING POLICIES

The Fund has adopted a Proxy Voting Policy used to determine how the Fund votes proxies related to its portfolio
securities. Under the Proxy Voting Policy, the Fund has, subject to the oversight of the Board of Directors, delegated to the
Manager the following duties: (1) to make the proxy voting decisions for the Fund; and (2) to assist the Fund in disclosing
its proxy voting record as required by Rule 30b1-4 under the Investment Company Act. The Manager has adopted a Proxy
Voting Policy which it is uses to vote proxies for its clients, including the Fund.

Copies of the Fund's and the Manager's Proxy Voting Policies are attached as Appendixes B and C.

The Fund’s proxy voting record is available without charge on the SEC’s website at http://www.sec.gov, and, upon
request, by contacting the Fund at (800) 237-7073.

MANAGEMENT OF THE FUND

Reference is made to “Management of the Fund” in the Prospectus. Set forth below is further information about the Funds'
management.

BOARD OF DIRECTORS

Caldwell & Orkin’s Board of Directors is responsible for the overall supervision of the operations of the Fund. The
Directors perform the various duties imposed on the directors of investment companies by the Investment Company Act,
and also have the responsibilities imposed generally on directors of business corporations by General Corporation Law of
Maryland. Each Director serves until his / her successor is duly elected and qualified, or until his / her death, resignation
or removal.

The Directors, in turn, elect the Officers of the Fund to actively supervise day-to-day operations. The term “Officer”
means the president, vice president, secretary, treasurer, controller or any other Officer who performs policy-making
decisions. The following chart lists the Directors and Officers of the Fund. Each Director who is an “interested person” of
the Fund, as defined by the Investment Company Act, is indicated by an asterisk.
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The address for each person named in the table below is 5185 Peachtree Parkway, Suite 370, Norcross, Georgia 30092-
6541.

Caldwell & Orkin Market Opportunity Fund Board of Directors and Officers (as of July 31, 2009)

Name, (Age) and Term of Principal Occupation(s) During Past Number of Other
Position(s) Office and Five Years Funds in Fund Directorships
Held with Fund Length of Complex Held by
Time Served Overseen by Director
Director

DISINTERESTED DIRECTORS

Frederick T. Blumer (50) Since 1990 Mr. Blumer is Vice President of One None
Chairman HUGHES Telematics, Inc., and was

formerly the CEO of X-spand

International, Inc.

David L. Eager (67) Since 1992  Mr. Eager is a Partner at Eager, Davis & One Veracity Mutual
Director Holmes LLC, and was formerly Director Fund

for Product Development for Driehaus

Capital Management and a Global

Partner with William M. Mercer, Inc.

James L. Underwood (59) Since 2006 Mr. Underwood is the President of One None
Tarpley & Underwood, P.C. and Tarpley
& Underwood Financial Advisors LLC.

INTERESTED DIRECTOR

Michael B. Orkin * (49) Since 1990 Mr. Orkin is the CEO and sole One None
Director, President, Portfolio shareholder of Caldwell & Orkin, Inc., of
Manager which the Adviser is a wholly-owned

subsidiary. Mr. Orkin has been a
portfolio manager at Caldwell & Orkin,
Inc. since 1985, and is a Chartered
Financial Analyst.

OFFICERS WHO ARE NOT DIRECTORS

David R. Bockel (32) Since 2006 Mr. Bockel is an Assistant Portfolio N/A None
Secretary, Assistant Treasurer Manager for Caldwell & Orkin, Inc.

William C. Horne (51) Since 2004  Mr. Horne is the Director of Client N/A None
Chief Compliance Officer & Since 2006  Services and Chief Compliance Officer of

Treasurer Caldwell & Orkin, Inc.

-14-



Board Committees. The Board of Directors has established the following committees:

Audit Committee. All of the independent directors are members of the Audit Committee, which oversees the Fund’s
accounting and financial reporting policies, the independent audit of its financial statements, and reviews the fees charged
by the auditors for audit and non-audit services. Mr. Underwood is the chairman of the Audit Committee. The Audit
Committee held one meeting during the last fiscal year, and plans to meet regularly, at least once a year, going forward.
The Audit Committee also acts as the Fund’s Qualified Legal Compliance Committee (“QLCC”), which is responsible for
receiving any reports of material violations of securities laws by any officer, director, employee or agent of the Fund,
investigating those reports, and taking appropriate action. The QLCC has not yet met.

Proxy Voting Committee. All of the independent directors are members of the Proxy Voting Committee. The Proxy
Voting Committee will determine how the Fund should cast its vote, if called upon by the Board or the Manager, when a
matter with respect to which the Fund is entitled to vote presents a conflict between the interests of the Fund’s
shareholders, on the one hand, and those of the Fund’s Manager, principal underwriter or an affiliated person of the Fund,
on the other hand. The Proxy Voting Committee will meet from time to time as it deems necessary to review the Fund’s
Proxy Voting Policy and recommend any changes to the Board as it deems necessary or advisable, and to assist the Fund
in voting any proxies when a conflict of interest arises for the Adviser. The Proxy Voting Committee has not yet met.

The Board of Directors has no nominating or compensation committee or any committee performing similar functions.

Ownership in Fund’s Affiliates. None of the disinterested (independent) Directors beneficially owns any other interest in
any entity directly or indirectly controlling, controlled by, or under common control with the Manager or Distributor.

Directors’ Ownership in Fund Shares. The following table shows each Director's beneficial ownership of shares of the
Fund, which is the only series of shares of Caldwell & Orkin. Information is provided as of December 31, 2008.

Director Dollar Range of
Equity Securities
in the Fund
Frederick T. Blumer Over $100,000
David L. Eager $10,001 - $50,000
Michael B. Orkin Over $100,000

James L. Underwood

$50,001 - $100,000

Director Compensation. The Fund pays each Director who is not affiliated with the Manager an annual fee of $9,000 per
year plus $2,500 for each in-person meeting attended and $1,500 for each other meeting attended. The Fund pays the
Independent Chairman an annual fee of $13,000 per year, plus $4,250 for each in-person meeting attended and $2,250 for
each other meeting attended. The Fund pays the Director serving as Chairman of the Audit Committee an additional
annual fee of $2,500. In addition, the Independent Director responsible for reviewing the Code of Ethics and Personal
Trading Reports for each quarterly meeting is paid an additional fee of $250 per meeting. The annual fees are payable in
four equal quarterly installments and are paid as of the date of each quarterly Board meeting. The Fund also reimburses
Directors' actual out-of-pocket expenses relating to attendance at meetings.

During the fiscal year ended April 30, 2009, the Directors received the following compensation from the Fund:

Director Aggregate Pension or Estimated Total Compensation
Compensation Retirement Annual Benefits for Services to the
from the Fund Benefits Accrued | Upon Retirement Funds

Frederick T. Blumer $27,250 $0 $0 $27,250

David L. Eager $17,500 $0 $0 $17,500

James L. Underwood $20,000 $0 $0 $20,000
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With respect to the compensation information set forth in the above table, the Fund incurred aggregate Directors’ fees and
expenses, net of accruals, of $64,931 in the fiscal year ended April 30, 2009. Note that at the September 13, 2006 Board
meeting, the Directors voted to decrease their annual fee by $2,000 per Director due to the lower asset base of the Fund,
effective with the December 6, 2006 Board meeting. At its March 12, 2008 Board meeting, the Board, noting that the
Fund’s asset base had increased substantially since the September 13, 2006 meeting, voted to increase their annual fee by
$2,000 to its previous level. In addition, at its June 18, 2008 meeting, the Board voted to increase the annual fee of the
Independent Director serving as Chairman of the Audit Committee by $2,500.

Effective June 1997, the Board of Directors agreed to receive their compensation entirely in shares of the Fund.
Accordingly, each Director who is not affiliated with the Manager receives shares of the Fund with a value equal to the
cash compensation they would have otherwise received. For example, if a Non-Chair Director is to receive $3,750 per
meeting attended ($2,250 base fee plus $1,500 meeting fee), he receives $3,750 in shares of the Fund, with the net asset
value of such shares being that which is next determined after the Board meeting is adjourned. Although Directors would
be subject to the 2% redemption fee if they redeem within six months, there are no other restrictions as to their ability to
redeem or otherwise dispose of their shares. Alternatively, Directors may elect to receive their compensation in cash,
provided that they have committed to promptly purchase shares of the Fund for the amount of such compensation at the
next determined net asset value after their order is received.

MANAGEMENT AND ADVISORY ARRANGEMENTS

Reference is made to “Management of the Fund” in the Prospectus for certain information concerning the management and
advisory arrangements of the Fund.

Securities held by the Fund may also be held by other clients of the Manager or its sole shareholder, Caldwell & Orkin,
Inc. (“C&QO”). Securities may be held by or be appropriate investments for the Fund as well as other clients of the
Manager or C&O. Because of different objectives or other factors, a particular security may be bought for one or more
clients when one or more clients are selling the same security. If purchases or sales of securities for the Funds or for its
advisory clients arise for consideration at or about the same time, transactions in such securities will be made, insofar as
feasible, for the respective clients in a manner deemed equitable to all. To the extent that transactions on behalf of more
than one client of the Manager or C&O during the same period may increase the demand for securities being purchased or
the supply of securities being sold, there may be an adverse effect on price.

The principal executive Officer of the Manager is Michael B. Orkin, President. Mr. Orkin is the sole shareholder of C&O,
of which the Manager is a wholly-owned subsidiary.

Management Fee. The Fund has entered into a Management Agreement, as amended (the “Management Agreement”),
with the Manager. As discussed in the Prospectus, the Manager shall receive monthly compensation at annual rates which
vary according to the total assets of the Fund.

On an annual basis, the advisory fee is equal to the following for the Fund: 0.90% of average daily net assets up to $100
million; 0.80% of average daily net assets in excess of $100 million but not more than $200 million; 0.70% of average
daily net assets in excess of $200 million but not more than $300 million; 0.60% of average daily net assets in excess of
$300 million but not more than $500 million; 0.50% in excess of $500 million.

For the years ended April 30, 2009, 2008 and 2007, the Fund paid $1,894,550, $1,659,872 and $1,221,716 respectively, to
the Manager pursuant to the Management Agreement.

Payment of Expenses. The Management Agreement obligates the Manager to provide management and investment
advisory services and to pay all compensation of and furnish office space for Officers and employees of the Fund
connected with investment and economic research, trading and investment management of the Fund, as well as the fees of
all Directors for the Fund who are affiliated persons of the Manager. Notwithstanding the foregoing, the Management
Agreement provides that the Fund’s Board of Directors is authorized to cause the Fund to pay such compensation to the
chief compliance officer of the Company (the “CCQ”) as the Board of Directors shall deem appropriate from time to time,
whether or not the CCO is an affiliated person of the Manager.
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The Fund pays all other expenses incurred in the operation of the Fund, including, among other things, taxes, expenses for
legal and auditing services, costs of printing proxies, stock certificates, shareholder reports, prospectuses and statements of
additional information (except to the extent paid by the Distributor), charges of the Custodian and Transfer Agent,
expenses of redemption of shares, Securities and Exchange Commission fees, expenses of registering the shares under
Federal and state securities laws, fees and expenses of unaffiliated Directors, accounting and pricing costs (including the
daily calculation of net asset value), insurance, interest, brokerage costs, litigation and other extraordinary or non-recurring
expenses, and other expenses properly payable by the Fund. Accounting and pricing services are provided to the Fund by
the Transfer Agent and the Fund reimburses the Transfer Agent for its costs in connection with such services. For
shareholder accounts held through financial intermediaries, the Fund may, in some cases, pay these intermediaries for
providing account maintenance services, including sub-transfer agency services.

In addition to the Management Agreement with the Manager, Caldwell & Orkin has entered into an agreement with C&O
pursuant to which C&O has granted to Caldwell & Orkin and the Fund the right to use the name “Caldwell & Orkin” in
their name. C&O has reserved the right, however, upon 30 days written notice, to terminate the right to such use should
the Manager no longer serve as Manager to the Fund or should the Management Agreement be terminated. Under those
circumstances, C&O has also reserved the right to grant the right to use the name “Caldwell & Orkin” to another
investment company, business or other enterprise.

Duration and Termination. Unless earlier terminated as described above, the Management Agreement will remain in
effect from year to year if approved annually (a) by the Board of Directors of the Fund or by a majority of the outstanding
shares of the Fund and (b) by a majority of the Directors who are not parties to such contract or interested persons (as
defined in the Investment Company Act) of any such party. Such contract terminates automatically upon assignment and
may be terminated without penalty on 14 days written notice at the option of either party thereto or by the vote of the
shareholders of the Fund.

ADDITIONAL INFORMATION ABOUT PORTFOLIO MANAGER
Michael B. Orkin is responsible for the day-to-day portfolio management of the Fund.

OTHER ACCOUNTS MANAGED. As of July 31, 2009, Mr. Orkin is responsible for the day-to-day portfolio
management of separate accounts and one private investment partnership managed by C&O.

Number of Other
Registered Investment Number of Other Pooled Number of Other
Companies Managed Vehicles Managed (assets Accounts Managed
(assets in millions) in millions) (assets in millions)
Michael Orkin 0 ($0) 1 ($40.0)* 34 ($47.4, which includes
$8.8 in the Market
Opportunity Fund)

* As of July 31, 2009, the privately-offered pooled vehicle managed by C&O, the C&O Investment Partnership, L.P. (the
“Partnership™), charges performance fees. Therefore, the assets under management listed in this column are subject to
performance fees.

POTENTIAL CONFLICTS OF INTEREST. Actual or apparent conflicts of interest may arise when a portfolio
manager has day-to-day management responsibilities with respect to more than one fund or other account (each, an
“Account”).

Many of the Accounts managed by C&O and the Manager focus on the same or a similar investment discipline, so that the
Accounts are managed in the same or a similar way and hold many of the same securities at the same time. Nevertheless,
the management of multiple Accounts may give rise to potential conflicts of interest to the extent the Accounts have
different objectives, strategies, benchmarks, time horizons, tax considerations, fees or client restrictions, as Mr. Orkin must
allocate time and investment ideas across these different Accounts. The management of multiple Accounts may also give
rise to potential conflicts of interest as they will devote unequal time and attention to the management of different
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Accounts, either due to the differences among the Accounts listed above, or due to particular concerns or issues that may
arise from time to time with one or more Accounts.

Because Accounts may have different objectives, strategies, benchmarks, time horizons, tax considerations, fees or client
restrictions, there may be times when different Accounts hold different securities. These conditions may give rise to
potential conflicts of interest to the extent Mr. Orkin directs transactions for one Account that may adversely impact the
value of securities held by another Account. Securities selected for Accounts other than the Fund may outperform the
securities selected for the Fund from time to time.

With respect to securities transactions for the Fund, C&O and the Manager generally determine the broker that executes
each order, which determinations shall be made consistent with the duty to seek best execution of the transaction. C&O
and the Manager have adopted a policy that permits the aggregation of trades (each, a “bunched trade™) in the same
security for the same Accounts on the same day. In a bunched trade, each Account receives the same price, but different
commission rates may apply to different Accounts owing either to the size of an Account’s position, the minimum ticket
charges applied by the broker, or both.

Mr. Orkin generally does not trade securities in his personal accounts, and C&O, the Manager and the Fund have adopted
a Code of Ethics that, among other things, generally prohibits personal trading by employees (including the portfolio
managers) without pre-clearance by the CCO. Nevertheless, the management of personal accounts may give rise to
potential conflicts of interest, and there is no assurance that the Code of Ethics will adequately address such conflicts.

In general, C&O and the Manager rarely invest Accounts in private placements, initial public offerings (IPOs) or similar
limited investment opportunities. To the extent that Mr. Orkin recommends a limited investment opportunity for multiple
Accounts, such limited investment opportunities are generally allocated pro rata based on account size, available cash or
any other method determined to be fair.

COMPENSATION. Mr. Orkin is paid a fixed base salary, and is eligible to participate in C&O's 401(k) plan. Mr. Orkin,
as the principal and 100% owner of C&O, will receive all profits of C&O and the Manager after expenses are paid.
Accordingly, since profits are expected to increase as assets increase, Mr. Orkin is expected to receive increased profits
through his ownership of C&O.

OWNERSHIP OF SECURITIES. As of July 31, 2009, the dollar value of the shares of the Fund beneficially owned by
Mr. Orkin is over $1,000,000.

PORTFOLIO TRANSACTIONS AND BROKERAGE ALLOCATION

Subject to policy established by the Board of Directors of the Fund, the Manager is responsible for the Fund's portfolio
decisions, the placing of the Fund's portfolio transactions and the negotiation of the commissions to be paid on such
transactions. In selecting brokers to be used in portfolio transactions, the Manager’s primary guiding principal is to obtain
the best overall execution for each trade, which is a combination of price and execution. As permitted by Section 28(e) of
the Securities Exchange Act of 1934 (“Section 28(e)”) and the Management Agreement with the Fund, the Manager may
cause the Fund to pay a broker that provides brokerage and research services an amount of brokerage commissions in
excess of the amount that other brokers which do not provide such services might have charged for effecting the same
transactions if the Manager determines in good faith that the greater commission is reasonable in relation to the value of
the brokerage and research services provided by the broker viewed in terms of either a particular transaction or the
Manager’s overall responsibilities to accounts over which it exercises investment discretion. In accordance with Section
28(e) and consistent with applicable SEC guidance and interpretation, the term “brokerage and research services” includes
(i) advice as to the value of securities; (ii) the advisability of investing in, purchasing or selling securities; (iii) the
availability of securities or of purchasers or sellers of securities; (iv) furnishing analyses and reports concerning issues,
industries, securities, economic factors and trends, portfolio strategy and the performance of accounts; and (v) effecting
securities transactions and performing functions incidental thereto (such as clearance, settlement and custody) as required
by rule or regulation in connection with such transactions.

The research services described above may make available to the Manager for its analysis and consideration the views and
information of individuals and research staffs of other securities and research firms. These research services may be useful
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to the Manager in connection with advisory clients other than the Fund and not all such services may be useful to the
Manager in connection with the Fund. Similarly, such services received by the Manager on account of clients other than
the Fund may also be useful to the Fund. Although such information is a useful supplement to the Manager's own
investment process in rendering services to the Fund, the management fees payable to the Manager by the Fund are not
reduced by the cost or value of such services. Where a research service has a mixed use, the Manager will make a
reasonable allocation according to its use and will pay for the non-research function in cash using its own funds.

The transactions described above with respect to the receipt of brokerage and research services by the Manager from
certain brokers are generally referred to in the fund industry as “soft dollar” transactions. For several years the Fund’s
Board of Directors has monitored the Manager’s soft dollar practices on a quarterly basis to ensure that they are in full
compliance with applicable legal and regulatory requirements and are beneficial to the Fund. On an annual basis the
Board receives a detailed memorandum that analyzes the Manager’s soft dollar practices and details, among other things,
cost allocations made by the Manager with respect to products and services that have a mixed used as described above. On
a quarterly basis the Board receives a “Commissions and Soft Dollar Usage Report” that details the commissions paid by
the Fund, the research received by the Manager and the cost (to the extent known) of such research. The Manager receives
both proprietary research prepared internally by the brokers and research from independent or third party providers that is
available through the brokers. Brokers generally do not provide any information regarding the cost of proprietary
research; it is simply included or bundled with execution services provided by them in effecting transactions for the Fund.
However, the cost of third party or independent research is not bundled and is easily determinable by reviewing, for
example, the invoices provided by such providers to the broker. During the fiscal years ended April 30, 2009, 2008 and
2007 the Manager received $938,697, $738,310 and $490,226, respectively, of third party research products and services,
as expressed in actual invoice dollars paid. After considering all relevant factors, the Board at this time believes that the
soft dollar arrangements are beneficial to the Fund. However, the Board will continue to monitor soft dollars on a regular
basis in light of industry and regulatory developments and the specific facts and circumstances of the Fund.

The Fund may invest in securities traded in the over-the-counter market. Transactions in the over-the-counter market are
generally principal transactions with dealers and the costs of such transactions involve dealer spreads rather than brokerage
commissions. The Fund, where possible, deals directly with the dealers who make a market in the securities involved
except in those circumstances where better prices and execution are available elsewhere. When a transaction involves
exchange listed securities, the Manager considers the advisability of effecting the transaction with a broker which is not a
member of the securities exchange on which the security to be purchased is listed (i.e., a third market transaction) or
effecting the transaction in the institutional or fourth market. Finally, the Fund may invest in initial public offerings.

The Manager has, and the Fund’s Board of Directors regularly reviews, written brokerage allocation practices and trading
policies and best execution evaluation procedures that govern its trading practices. These policies are generally designed
to minimize conflicts of interest, comply with applicable regulatory requirements, and ensure that Manager clients are
treated fairly over time, subject to exceptions specifically set forth therein. The Manager also has rules of conduct that,
among other things, limit its employees’ interaction with brokers and their representatives in order to avoid impropriety.

For the fiscal years ended April 30, 2009, 2008 and 2007, the Fund paid $4,996,291, $4,438,325 and $2,194,479,
respectively, in brokerage commissions.

DETERMINATION OF NET ASSET VALUE

The net asset value (“NAV”) of the shares of the Fund is determined at the market close, generally 4:00 p.m., on each day
during which The New York Stock Exchange is open for trading. The New York Stock Exchange is not open on New
Year's Day, Martin Luther King, Jr. Day, Presidents' Day, Good Friday, Memorial Day, Independence Day, Labor Day,
Thanksgiving Day and Christmas Day. The NAV will also be determined once daily on each day (other than a day during
which no shares were tendered for redemption and no order to purchase or sell shares was received by the Fund) in which
there is sufficient trading in the Fund’s portfolio of securities that the net asset value might be materially affected. The net
asset value per share is computed by dividing the sum of the value of the securities held by the Fund plus any cash or other
assets (including interest and dividends accrued but not yet received) minus all liabilities (including accrued expenses) by
the total number of shares outstanding at such time, rounded to the nearest cent. Expenses, including the management fee
payable to the Manager, are accrued daily.
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Equity securities listed or traded on a national securities exchange or quoted on the over-the-counter market are valued at
the last sale price on the day the valuation is made or, if no sale is reported, at the last bid price. Valuations of fixed
income securities are supplied by independent pricing services approved by Caldwell & Orkin's Board of Directors.
Money market securities with a remaining maturity of 60 days or less are valued on an amortized cost basis if their original
term to maturity from the date of purchase was 60 days or less, or by amortizing their value on the 61st day prior to
maturity, if their term to maturity from the date of purchase exceeded 60 days, unless the Board of Directors determines
that such valuation does not represent fair value. Other assets and securities for which market quotations are not readily
available are valued at fair value as determined in good faith by or under the direction of Caldwell & Orkin's Board of
Directors.

THE DISTRIBUTOR

Set forth below is further information about distribution of Fund Shares, the Fund’s Distributor and the Fund's Distribution
Agreement. Reference is made to “Purchasing Shares” and “Redeeming Your Shares” in the Prospectus.

The Fund has entered into a Distribution Agreement with IFS Fund Distributors, Inc. (the “Distributor”). The Distribution
Agreement obligates the Distributor to provide certain services to the Fund in connection with the offering of the shares of
the Fund.

The Distribution Agreement will remain in effect from year to year but only so long as such continuance is approved at
least annually by a vote of the Directors of Caldwell & Orkin or by vote of a majority of the outstanding voting securities
of the Fund and of the Directors who, except for their positions as Directors of Caldwell & Orkin, are not “interested
persons” of Caldwell & Orkin (as defined in the Investment Company Act). In addition, either party may terminate the
Distribution Agreement upon 120 days written notice and it terminates automatically if “assigned” (as defined in the
Investment Company Act). The Distribution Agreement is subject to the same renewal requirements and termination
provisions as the Management Agreement described under “Management of the Fund - Management Arrangement.”

PURCHASE OF SHARES

Reference is made to “How to Purchase Shares” in the Prospectus. Set forth below is further information about the
purchase of shares of the Fund.

The Distributor is also the principal underwriter of the Fund's shares. Eligible purchases of Fund shares may be made
directly from the Distributor or from member firms of the Financial Industry Regulatory Authority (“FINRA”) that have
entered into dealer agreements with the Distributor, so long as the account is opened in the name of the investor (i.e., not
opened through an Omnibus account for the benefit of the firm's clients) and the account satisfies any applicable minimum
purchase requirements below. See “Eligible Purchases of Fund Shares.” FINRA firms may charge a reasonable
transaction fee for their services. Such transaction fees can be avoided by investing directly with the Fund through the
Distributor which acts as agent for the Fund.

Investors opening a new account must complete an application, which can be obtained through the Distributor or a dealer.
If the purchase is made through a dealer, the dealer will supply the Fund with the required account information. Orders for
the purchase of Fund shares placed directly with the Fund are executed at their next determined net asset value after receipt
of the application form by the Distributor and receipt by the Fund's Custodian of the investment. Dealers other than the
Distributor have the responsibility for promptly transferring an investor's application and investment to the Fund and the
Fund's Custodian. Orders for the purchase of Fund shares placed through a dealer are executed at their next determined
net asset value after receipt by the dealer.

The Board of Directors of Caldwell & Orkin has determined that it is in the best interest of the Fund to offer its shares, in
lieu of cash payment, for securities approved by the Manager to be purchased by the Fund. This will enable an investor to
purchase shares of the Fund by exchanging securities owned by the investor for shares of the Fund. The Directors believe
that such a transaction can benefit the Fund by allowing it to acquire securities for its portfolio without paying brokerage
commissions. For the same reason, the transaction may also be beneficial to investors. Securities will be exchanged for
shares of any of the Funds all in the absolute discretion of the Manager. Cash equivalent securities may be contributed to
the Fund in accordance with the wishes of the investor and the consent of the Manager. The exchange of securities in an
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investor's portfolio for shares of any of the Funds is treated for federal income tax purposes as a sale of such securities and
the investor may, therefore, realize a taxable gain or loss.

The Fund shall not enter into such transactions, however, unless the securities to be exchanged for Fund shares are
securities whose values are readily ascertainable and are readily marketable, comply with the investment policies of the
Fund, are of the type and quality which would normally be purchased for the Fund's portfolio, are securities which the
Fund would otherwise purchase, and are acquired for investment and not for immediate resale. The value of the Fund's
shares used to purchase portfolio securities as stated herein will be determined at such time as the Fund next determines its
net asset value. Such securities will be valued in accordance with the same procedure used in valuing the Fund's portfolio
securities. (See the “Fund Determination of Net Asset Value.”) If you wish to acquire the Fund's shares in exchange for
securities you should contact at the address or telephone number shown on the cover page of the Prospectus. The Board of
Directors of Caldwell & Orkin reserves the right to terminate this privilege at any time.

Investors may currently purchase shares of the Fund without a sales charge; however, the Fund reserves the right, upon
sixty (60) days written notice to shareholders, to impose a sales load or other conditions on further purchases.

REDEMPTION OF SHARES

GENERAL. Shareholders may request redemption of their shares at any time by mail or telephone as provided below. In
order to discourage short-term trading and market timing, shareholders will be charged a 2% redemption fee upon the
redemption of Fund shares where the redemption occurs within a six-month period following the issuance of such shares.
The redemption fee will be deducted from redemption proceeds and retained by the Fund for the benefit of the Fund's
remaining shareholders. The redemption fee will not be paid to the Fund's Manager. In determining whether a redemption
fee is payable and; if so, the amount of such fee, it will be assumed that shares held the longest period of time by a
shareholder are the first to be redeemed. The redemption fee will not apply to shares purchased through reinvested
distributions (dividends and capital gains) or held in employer-sponsored retirement plans, such as 401(k) plans. The fee
will apply to shares held through financial intermediaries (such as broker/dealer Omnibus accounts), IRA accounts and
shares sold through a Systematic Withdrawal Plan, however.

If you purchased shares through a financial intermediary, you should contact the intermediary for information about how a
redemption fee would be applied to your shares. Note that your intermediary may charge additional or different fees for
redeeming shares not described in the Prospectus. Those fees are not imposed by the Fund, and are not paid to the Fund.

The Fund reserves the right to waive, modify or discontinue the redemption fee at any time or from time to time, provided
that such action will not materially harm the Fund and is consistent with the Fund’s efforts to deter short-term trading.

Payment will ordinarily be by check and mailed within three (3) business days of receipt of the proper notice of
redemption, either by mail or telephone. Payment may also be wired to the shareholder's account if the procedures set
forth below are satisfied. However, wire transfer fees will be subtracted from the amount of the redemption.

The value of shares redeemed may be more or less than their original cost, depending on the Fund's then current net asset
value.

REDEMPTION PRICE. The redemption price is the net asset value next determined after the receipt of the redemption
request by the Transfer Agent. Shares purchased by telephone may not be redeemed until after the Fund has received good
payment.

By electing telephone purchase and redemption privileges, FINRA member firms, on behalf of themselves and their
clients, agree that neither the Fund, the Distributor nor the Transfer Agent shall be liable for following instructions
communicated by telephone and reasonably believed to be genuine. The Fund and its agents provide written confirmations
of transactions initiated by telephone as a procedure designed to confirm that telephone instructions are genuine. In
addition, all telephone transactions with the Transfer Agent are recorded. As a result of these and other policies, the
FINRA member firms may bear the risk of any loss in the event of such a transaction. However, if the Transfer Agent or
the Fund fails to employ this and other established procedures, the Transfer Agent or the Fund may be liable. The Fund
reserves the right to modify or terminate these telephone privileges at any time.
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The right to redeem shares or to receive payment with respect to any such redemptions may be suspended for more than
seven days only for periods during which trading on the New York Stock Exchange is restricted as determined by the
Securities and Exchange Commission or such Exchange is closed (other than customary weekend and holiday closings), or
any period during which an emergency exists, as defined by the Securities and Exchange Commission, as a result of which
disposal of portfolio securities or determination of the net asset value of the Fund is not reasonably practicable, and for
such other periods as the Securities and Exchange Commission may by order permit for the protection of shareholders of
the Fund.

The Fund has made an election with the Securities and Exchange Commission to pay in cash all redemptions requested by
any shareholder of record limited in amount during any 90-day period to the lesser of $250,000 or 1% of the net assets of
the Fund at the beginning of such period. Such commitment is irrevocable without the prior approval of the Securities and
Exchange Commission. Redemptions in excess of the above limits may be paid in whole or in part, in investment
securities or in cash, as the Board of Directors may deem advisable; however, payment will be made wholly in cash unless
the Board of Directors believes that economic or market conditions exist which would make such a practice detrimental to
the best interests of the Fund. If redemptions are paid in investment securities, such securities will be valued as set forth in
the Prospectus under “Determination of Net Asset Value” and a redeeming shareholder would normally incur brokerage
expenses if he converted these securities to cash.

The Fund will generally first sell any cash equivalent securities it holds to meet redemptions and, to the extent these
proceeds are insufficient to meet redemptions, the Fund will sell other portfolio securities at the discretion of the Manager.
See “Redemption of Shares” in the Prospectus.

The value of shares at the time of redemption may be more or less than the shareholder's cost, depending on the market
value of the securities held by the Fund at such time.

SHAREHOLDER SERVICES
The Fund offers the following shareholder services designed to facilitate investment in its shares.

INVESTMENT ACCOUNT. Each shareholder who purchases shares directly from the Fund through the Distributor has
an investment account and will receive quarterly statements from the Transfer Agent as well as confirmation statements
after each transaction. The quarterly statement will show the cumulative activity in the account since the beginning of the
year. After the end of each year, shareholders will receive Federal income tax information regarding dividend and capital
gain distributions.

REINVESTMENT OF DIVIDENDS AND CAPITAL GAINS DISTRIBUTION. Unless specific instructions are
given as to the method of payment of dividends and capital gains distributions, dividends and distributions will
automatically be reinvested in additional shares of the Fund. Such reinvestment will be at the net asset value of shares of
the Fund, without sales charge, as of the close of business on the ex-dividend date of the dividend or distribution.
Shareholders may elect in writing to receive either their income dividends or capital gains distributions, or both, in cash, in
which event payment will be mailed on the payment date.

Shareholders may, at any time, notify the Transfer Agent in writing that they no longer wish to have their dividends and/or
distributions reinvested in shares of the Fund or vice versa and, commencing ten days after the receipt by the Transfer
Agent of such notice, those instructions will be effected.

MARKET TIMING ARRANGEMENTS

The Fund has not entered into any arrangements with any person that would permit frequent purchases and frequent
redemptions. The Board of Directors has determined to discourage market timing and disruptive trading in the Fund and
has adopted policies and procedures with respect to market timing and disruptive trading.

DIVIDENDS, DISTRIBUTIONS AND TAXES
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DIVIDENDS AND DISTRIBUTIONS. The Fund intends to distribute all of its net investment income and net realized
long- and short-term capital gains, if any, to its shareholders at least annually after the close of the Fund's fiscal year. See
“Shareholder Services - Reinvestment of Dividends and Capital Gains Distributions” for information concerning the
manner in which dividends and distributions may be automatically reinvested in shares of the Fund. Shareholders may
elect in writing to receive any such dividends or distributions, or both, in cash. Dividends and distributions are taxable to
shareholders as discussed below whether they are reinvested in shares of the Fund or received in cash.

TAXES

Tax Treatment at the Fund Level. The Fund intends to elect, as it has done previously, to qualify for the special tax
treatment afforded regulated investment companies under Subchapter M of the Internal Revenue Code of 1986, as
amended (the "Code™). If it qualifies, the Fund will not be subject to federal income tax for its net ordinary income and net
realized capital gains which it distributes to shareholders.

In order to preserve its tax status under Subchapter M of the Code, the Fund must comply with certain requirements. If it
fails to meet these requirements in any taxable year, it will be subject to tax on its taxable income at corporate rates, and all
distributions from earnings and profits, including any distributions of net tax-exempt income and net long-term capital
gains, will be taxable to shareholders as ordinary income. In addition, the Fund could be required to recognize unrealized
gains, pay substantial taxes and interest, and make substantial distributions before regaining its tax status as a regulated
investment company.

The Code requires each regulated investment company to pay a nondeductible 4% excise tax to the extent the company
does not distribute, during each calendar year, 98% of its ordinary income, determined on a calendar year basis, and 98%
of its capital gains, determined, in general, on an October 31 year-end, plus any undistributed amount from prior years.
The Fund anticipates that it will make sufficient timely distributions to avoid imposition of the excise tax.

Tax Treatment at the Shareholder Level. Dividends and Capital Gains Distributions. The following discussion on
dividends and capital gains distributions pertains to non-tax-exempt investors. Distributions from the Fund's net realized
long-term capital gains are taxable as long-term capital gains regardless of the length of time you have owned the shares.
Also, qualifying dividends received by the Fund and distributed to shareholders are taxable at the same rate as long-term
capital gains. Dividends paid by the Fund from its ordinary income (other than qualifying dividends), and distributions of
the Fund's net realized short-term capital gains, are taxable as ordinary income. Ordinary income dividends may generally
be eligible for the 70% dividends received deduction allowed to corporations under the Code, if certain requirements are
met.

Any capital gains or losses realized by the Fund that are derived from short sale activity will generally be considered short-
term capital gains or losses for income tax purposes, regardless of how long the short position was maintained in the
Fund's portfolio.

Certain options, futures contracts and options on futures contracts are “section 1256 contracts.” Any gain or losses on
section 1256 contracts are generally considered 60% long-term and 40% short-term capital gains or losses ("60/40").
Also, each section 1256 contract held by the Fund at the end of each taxable year are "mark-to-market" with the result that
unrealized gains or losses are treated as though they were realized and the resulting gain or loss is treated as 60/40 gain or
loss. Investors should consult their own tax advisers in this regard.

When income dividends or capital gains distributions are paid to shareholders, the Fund's net asset value per share is
reduced automatically by the amount paid. If the net asset value per share is reduced below your cost basis as a result, the
distribution might still be taxable to you as ordinary income or capital gain (as the case may be), although in effect it
represents a return of invested capital. For this reason, you should generally avoid purchasing shares immediately prior to
a distribution date.

Redemptions. If you redeem Fund shares, you will generally realize a capital gain or loss equal to the difference between
the redemption price and the adjusted cost basis of the shares redeemed. If the redemption is in-kind, gain or loss will be
measured by the difference between the fair market value of securities received and the adjusted cost basis of the shares
redeemed.
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Capital gains or losses generally will constitute short-term capital gains or losses if the shares redeemed were held for
twelve months or less, and long-term capital gains or losses if the shares redeemed were held for more than twelve months.
If, however, shares of the Fund were redeemed within six months of their purchase, and if a long-term capital gain
distribution was paid with respect to those shares during that six-month holding period, then any loss realized will be
treated as a long-term capital loss to the extent of the long-term capital gain distribution.

Income dividends and capital gains distributions are taxable in the manner described above regardless of whether they are
received in cash or automatically reinvested in additional shares. If the Fund pays a distribution in January which was
declared in the previous October, November or December, then such dividend or distribution will be treated and will be
taxable as if it were paid on December 31 of the year it was declared. You will receive a Form 1099 annually detailing the
amount and nature of income and capital gains to assist you in reporting the distributions on your federal income tax
return.

Under certain provisions of the Code, some shareholders may be subject to 28% withholding on reportable dividends,
capital gains distributions and redemption payments (“back-up withholding™). Generally, shareholders subject to back-up
withholding will be those for whom a taxpayer identification number is not on file with the Fund or who, to the Fund's
knowledge, have furnished an incorrect number. When establishing an account, you must certify under penalty of perjury
that the number is correct and that you are not otherwise subject to back-up withholding. A shareholder may also be
subject to backup withholding if the Internal Revenue Service or a broker notifies the Fund that the shareholder is subject
to backup withholding.

Dividends from ordinary income and distributions of net realized short-term capital gains paid to non-resident aliens and
foreign entities might be subject to a 30% United States withholding tax under existing provisions of the Code, unless a
reduced rate or exemptions apply under applicable treaty laws. Non-resident aliens and foreign entities are urged to
consult their own tax advisors about the applicability of the United States withholding tax.

Conclusion. The foregoing is a general and abbreviated summary of the applicable provisions of the Code and Treasury
regulations and is generally focused on the consequences to non-tax-exempt investors. The Code and Treasury provisions
are subject to change by legislative, judicial or administrative action. For a full, updated discussion, consult the Code and
applicable Treasury regulations.

The discussion above does not address any particular tax considerations you might have. For example, dividends and
capital gains distributions may also be subject to state and local taxes, and foreign investors may be subject to applicable
foreign taxes. You are urged to consult your tax advisors as to the particular tax consequences of the acquisition,
ownership and disposition of shares of the Fund, including the application of state, local and foreign tax laws and possible
future changes in federal tax laws.

GENERAL INFORMATION

DESCRIPTION OF SHARES. Caldwell & Orkin Funds, Inc. was incorporated under Maryland law on August 15,
1989. It has an authorized capital of 45,000,000 shares of Common Stock, par value $0.10 per share, 30,000,000 shares of
which have been classified as shares of Market Opportunity Fund common stock. The Board of Directors has the power to
authorize and issue additional classes of stock, without stockholder approval, by classifying or reclassifying unissued
stock, subject to the requirements of applicable Maryland law and the Investment Company Act. In the event of
liquidation, each share of Common Stock is entitled to a pro rata portion of the Fund's assets after payment of the Fund’s
debts and expenses. Shareholders of the Fund are entitled to one vote for each share held and fractional votes for
fractional shares held and will vote on the election of Directors and any other matter submitted to a shareholder vote. In
addition, Shareholders have the right to remove Directors. The Fund does not intend to hold meetings of shareholders in
any year in which applicable Maryland law does not require shareholders to act upon any of the following matters: (i)
election of Directors; (ii) approval of an investment advisory agreement; (iii) approval of a distribution agreement; and (iv)
ratification of selection of independent auditors. Voting rights for Directors are not cumulative. Shares issued are fully
paid and non-assessable and have no preemptive or conversion rights.

-24-



INDEMNIFICATION OF OFFICERS AND DIRECTORS. A Director or Officer of Caldwell & Orkin shall not be
liable to the Fund or its shareholders for monetary damages. See the Article of Incorporation and Bylaws on file with the
Securities and Exchange Commission for the full text of these provisions.

PRINCIPAL SHAREHOLDERS. As of July 31, 2009, the following entities were known by the Market Opportunity
Fund to be record owners of five percent or more of the outstanding stock of the Market Opportunity Fund:

Name and Address of
Beneficial Owner Number of Shares  Percent of Class

Charles Schwab & Co., Inc.
101 Montgomery Street 6,477,509.419 34.10%
San Francisco, CA 94104

National Financial Services
200 Liberty Street 4,881,644.213 25.70%
New York, NY 10281

Ameritrade, Inc.
P.O. Box 2226 1,594,458.360 8.39%
Omaha, NE 68103

Trust Company of Illinois
1901 Butterfield Road, Suite 1000
Downers Grove, IL 60515 1,188,108.770 6.26%

As of July 31, 2009, the Officers and Directors of Caldwell & Orkin and the Manager, as a group, own 1.90% of the
outstanding shares of the Fund.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM. Tait, Weller & Baker LLP, the principal address
of which is 1818 Market Street, Suite 2400, Philadelphia, PA 19103-3638, has been selected as the independent registered
public accounting firm of the Fund. The independent registered public accounting firm is responsible for auditing the
financial statements of the Fund.

CUSTODIAN. J.P. Morgan Chase Bank, N.A., the principal address of which is 1111 Polaris Parkway, Suite 3J,
Columbus, OH 43240, acts as Custodian of the Fund's assets. The Custodian is responsible for safeguarding and
controlling the Fund's cash and securities, handling the delivery of securities and collecting interest on the Fund's
investments.

TRANSFER, REDEMPTION, AND DIVIDEND DISBURSING AGENT. JPMorgan, the principal address of which
is 303 Broadway, Suite 1100, Cincinnati, OH 45202, acts as the Fund's Transfer, Redemption and Dividend Disbursing
Agent (the “Transfer Agent”). The Transfer Agent is responsible for the issuance, transfer and redemption of shares and
the operating, maintenance and servicing of shareholder accounts.

LEGAL COUNSEL. Paul, Hastings, Janofsky & Walker LLP, the principal address of which is 600 Peachtree Street,
N.E., Suite 2400, Atlanta, GA 30308, has been selected as counsel for the Fund. Paul, Hastings, Janofsky & Walker LLP
will pass on legal matters for the Fund in connection with the offering of its shares. Paul, Hastings, Janofsky & Walker
LLP also represents the Manager and would represent the Manager in the event of a dispute between the Manager and the
Fund.

INDEPENDENT DIRECTOR COUNSEL. Arnall Golden Gregory LLP, the principal address of which is 171 17"
Street, NW, Suite 2100, Atlanta, GA 30363, has been selected by the Board of Directors as legal counsel to the
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Independent Directors of the Fund. Arnall Golden Gregory LLP will advise the independent members of the Board on
legal matters related to the Fund. Arnall Golden Gregory LLP has no affiliation with the Manager or Caldwell & Orkin,
Inc., and would represent the Fund in the event of a dispute between the Manager and the Fund.

DISTRIBUTOR. IFS Fund Distributors, Inc., the principal address of which is 303 Broadway, Suite 1100, Cincinnati,
OH 45202, is the Fund’s Distributor. The Distributor is primarily responsible for the distribution of Fund shares.

REPORTS TO SHAREHOLDERS. The Fund’s fiscal year ends on April 30 of each year. The Fund sends to its
shareholders at least semi-annually reports showing the Fund's portfolio and other information. An Annual Report,
containing financial statements audited by the Fund’s independent auditors, is sent to shareholders each year.

ADDITIONAL INFORMATION. The Prospectus and this Statement of Additional Information do not contain all the
information set forth in the Registration Statement and the exhibits relating thereto, which Caldwell & Orkin has filed with
the Securities and Exchange Commission, Washington, D.C., under the Securities Act of 1933 and the Investment
Company Act, to which reference is hereby made.

AUTOMATED TELEPHONE ACCESS TO FUND INFORMATION. The Fund’s current closing NAV is available
24 hours a day, 7 days a week from any touch-tone telephone by calling (800) 467-7903. Additionally, shareholders who
purchase Fund shares directly from the Distributor can also obtain their account value, share balance, recent transaction
information, distribution information and request a fax of their account statement by calling (800) 467-7903.

FINANCIAL STATEMENTS AND REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM. The financial statements of the Fund for the fiscal year ended April 30, 2009 were audited by Tait, Weller & Baker
LLP, the Fund's independent registered public accounting firm, and are incorporated by reference from the Fund's 2009
Annual Report to Shareholders. A copy of such report accompanies this Statement of Additional Information. Additional
copies are available, without charge, by calling the Fund at (800) 237-7073.
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APPENDIX A
Ratings of Corporate Debt Obligations
The characteristics of debt obligations rated by Moody's are generally as follows:

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

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

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

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

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

B - Bonds and preferred stock which are rated B generally lack characteristics of the desirable investment. Assurance of
interest and principal payments or of maintenance of other terms of the contract over any long period of time may be
small.

Caa - Bonds and preferred stock which are rated Caa are of poor standing. Such issues may be in default or there may be
present elements of danger with respect to principal or interest.

Ca - Bonds and preferred stock which are rated Ca represent obligations which are speculative in a high degree. Such
issues are often in default or have other marked shortcomings.

C - Bonds and preferred stock which are rated C are the lowest rated class of bonds, and issues so rated can be regarded as
having extremely poor prospects of ever attaining any real investment standing.

Moody’s applies numerical modifiers 1, 2, and 3 in each generic rating classification from Aa through Caa. The modifier 1
indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range
ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.

The characteristics of debt obligations rated by Standard & Poor's are generally as follows:

AAA - An insurer rated ‘AAA’” has EXTREMELY STRONG capacity to meet its financial commitments. ‘AAA’ is the
highest Insurer Financial Enhancement Rating assigned by Standard & Poor’s.

AA - An insurer rated ‘AA’ has VERY STRONG capacity to meet its financial commitments. It differs from the highest-
rated insurers only in small degree.



A - An insurer rated ‘A’ has STRONG capacity to meet its financial commitments but is somewhat more susceptible to the
adverse effects of changes in circumstances and economic conditions than higher-rated insurers.

BBB - An insurer rated ‘BBB’ has ADEQUATE capacity to meet its financial commitments. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the insurer to meet its financial
commitments.

Insurers rated ‘BB’, 'B', 'CCC', and 'CC" are regarded as having significant speculative characteristics. ‘BB’ indicates the
least degree of speculation and ‘CC’ the highest. While such insurers will likely have some quality and protective
characteristics, these may be outweighed by large uncertainties or major exposures to adverse conditions.

BB - An insurer rated ‘BB’ is LESS VULNERABLE in the near term than other lower-rated insurers. However, it faces
major ongoing uncertainties and exposure to adverse business, financial, or economic conditions that could lead to the
insurer's inadequate capacity to meet its financial commitments.

B - An insurer rated ‘B’ is MORE VULNERABLE than the insurers rated 'BB', but the insurer currently has the capacity
to meet its financial commitments. Adverse business, financial, or economic conditions will likely impair the insurer's
capacity or willingness to meet its financial commitments.

CCC - An insurer rated 'CCC' is CURRENTLY VULNERABLE, and is dependent upon favorable business, financial, and
economic conditions to meet its financial commitments.

CC - An insurer rated 'CC' is CURRENTLY HIGHLY VULNERABLE.

Plus (+) or minus (-): Ratings from 'AA' to 'CCC' may be modified by the addition of a plus or minus sign to show relative
standing within the major rating categories.

R - An insurer rated 'R’ is under regulatory supervision owing to its financial condition. During the pendency of the
regulatory supervision the regulators may have the power to favor one class of obligations over others or pay some
obligations and not others. Please see Standard & Poor's issue credit ratings for a more detailed description of the effects of
regulatory supervision on specific issues or classes of obligations.

N.R. - An issuer designated N.R. is not rated.

A bond rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not comment as to market
price or suitability for a particular investor.

Ratings of Commercial Paper

The Fund’s purchases of commercial paper are limited to those instruments rated A-1 or A-2 by Standard & Poor's or
Prime- 1 or Prime-2 by Moody's — the highest commercial paper ratings assigned by the respective ratings services.
Descriptions of the ratings follow:

A-1 - A short-term obligation rated 'A-1" is rated in the highest category by Standard & Poor's. The obligor's capacity to
meet its financial commitment on the obligation is strong. Within this category, certain obligations are designated with a
plus sign (+). This indicates that the obligor's capacity to meet its financial commitment on these obligations is extremely
strong.

A-2 - A short-term obligation rated 'A-2" is somewhat more susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher rating categories. However, the obligor's capacity to meet its financial
commitment on the obligation is satisfactory.

Prime-1 - Issuers rated Prime-1 (or supporting institutions) have a superior ability for repayment of senior short-term debt
obligations. Prime-1 repayment ability will often be evidenced by many of the following characteristics: leading market
positions in well-established industries, high rates of return on funds employed, conservative capitalization structure with
moderate reliance on debt and ample asset protection, broad margins in earnings coverage of fixed financial charges and
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high internal cash generation, and well-established access to a range of financial markets and assured sources of alternate

liquidity.

Prime-2 - Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay senior short-term debt
obligations. This will normally be evidenced by many of the characteristics cited above, but to a lesser degree. Earnings
trends and coverage ratios, while sound, may be more subject to variation than is the case for Prime-2 securities.
Capitalization characteristics, while still appropriate, may be more affected by external conditions. Ample alternate
liquidity is maintained.

A commercial paper rating is not a recommendation to purchase, sell or hold a particular instrument, inasmuch as it does
not comment as to market price or suitability for a particular investment.

APPENDIX B

THE CALDWELL & ORKIN FUNDS, INC.
FORM OF
PROXY VOTING AND DISCLOSURE POLICY

Introduction

Effective April 14, 2003, the SEC adopted rule and form amendments under the Securities Act of 1933, the
Securities Act of 1934, and the Investment Company Act of 1940, as amended (the “Investment Company Act”)
to require registered management investment companies to provide disclosure about how they vote proxies for
their portfolio securities (collectively, the rule and form amendments are referred to herein as the “IC
Amendments”).

The IC Amendments require that The Caldwell & Orkin Funds, Inc. (the “Company”) and its sole series of
shares, the Caldwell & Orkin Market Opportunity Fund (the “Fund”), disclose the policies and procedures that it
uses to determine how to vote proxies for portfolio securities. The IC Amendments also require the Fund to file
with the SEC and to make available to its shareholders the specific proxy votes cast for portfolio securities.

This Proxy Voting and Disclosure Policy (the “Policy”) is designed to ensure that the Fund complies with the
requirements of the IC Amendments, and otherwise fulfills its obligations with respect to proxy voting,
disclosure, and recordkeeping. The overall goal is to ensure that the Fund’s proxy voting is managed in an effort
to act in the best interests of its shareholders. While decisions about how to vote must be determined on a case-
by-case basis, proxy voting decisions will be made considering these guidelines and following the procedures
recited herein.

Specific Proxy Voting Policies and Procedures

A General
The Company and the Fund believe that the voting of proxies is an important part of portfolio
management as it represents an opportunity for shareholders to make their voices heard and to influence
the direction of a company. The Company and the Fund are committed to voting corporate proxies in
the manner that best serves the interests of the Fund’s shareholders.

B. Delegation to Fund’s Adviser
The Company’s Board of Directors (“Board”) believes that C&O Fund Advisers, Inc. (“C&0”), as the
Fund’s investment adviser, is in the best position to make individual voting decisions for the Fund
consistent with this Policy. Therefore, subject to the oversight of the Board, C&O is hereby delegated
the following duties:

1) to make the proxy voting decisions for the Fund; and

-3-



2 to assist the Fund in disclosing the Fund’s proxy voting record as required by Rule 30b1-4
under the Investment Company Act, including providing the following information for each
matter with respect to which the Fund was entitled to vote: (a) information identifying the
matter voted on; (b) whether the matter was proposed by the issuer or by a security holder; (c)
whether and how the Fund cast its vote; and (d) whether the Fund cast its vote for or against
management.

The Board, including a majority of the independent directors of the Board, must approve C&QO’s Proxy
Voting and Disclosure Policy (“C&Q’s Voting Policy™) as it relates to the Fund. The Board must also
approve any material changes to C&O’s Voting Policy no later than six (6) months after adoption by
C&O.

Conflicts

In cases where a matter with respect to which the Fund was entitled to vote presents a conflict between
the interest of the Fund’s shareholders, on the one hand, and those of the Fund’s investment adviser,
principal underwriter, or an affiliated person of the Fund, its investment adviser, or principal
underwriter, on the other hand, the Fund shall always vote in the best interest of the Fund’s shareholders.
For purposes of this Policy a vote shall be considered in the best interest of the Fund’s shareholder when
a vote is cast consistent with (a) a specific voting policy as set forth in C&O’s Voting Policy, provided
such specific voting policy was approved by the Board; or (b) the decision of the Company’s Proxy
Voting Committee (as defined below).

1. Fund Disclosure

A

Disclosure of Fund Policies and Procedures With Respect to Voting Proxies Relating to Portfolio
Securities

Beginning with the Fund’s next annual update to its Statement of Additional Information (“SAI”) on
Form N-1A after July 1, 2003, the Fund shall disclose this Policy to its shareholders. The Fund will
notify shareholders in the SAI and the Fund’s shareholder reports that a description of this Policy is
available upon request, without charge, by calling a specified toll-free telephone number, by reviewing
the Fund’s website, if applicable, and by reviewing filings available on the SEC’s website at
http://www.sec.gov. The Fund will send this description of the Fund’s Policy within three business days
of receipt of any shareholder request, by first-class mail or other means designed to ensure equally
prompt delivery.

Disclosure of the Fund’s Complete Proxy Voting Record

Beginning after June 30, 2004, the Fund shall disclose to its shareholders, in accordance with Rule 30b1-
4 of the Investment Company Act of 1940, as amended, on Form N-PX, the Fund’s complete proxy
voting record for the twelve month period ended June 30 by no later than August 31 of each year.

The Fund shall disclose the following information on Form N-PX for each matter relating to a portfolio
security considered at any shareholder meeting held during the period covered by the report and with
respect to which to the Fund was entitled to vote:

(i) The name of the issuer of the portfolio security;

(i) The exchange ticker symbol of the portfolio security (if available through reasonably
practicable means);

(iii) The Council on Uniform Security Identification Procedures (“CUSIP”) number for the portfolio
security (if available through reasonably practicable means);

(iv) The shareholder meeting date;

(v) A brief identification of the matter voted on;

(vi) Whether the matter was proposed by the issuer or by a security holder;

(vii) Whether the Fund cast is vote on the matter;
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VI.

(viii)  How the Fund cast its vote (e.g., for or against proposal, or abstain; for or withhold regarding
election of directors); and
(ix) Whether the Fund cast its vote for or against management.

The Fund shall make its proxy voting record available to shareholders either upon request or by making
available an electronic version on or through the Fund’s website, if applicable. If the Fund discloses its
proxy voting record on or through its website, the Fund shall post the information disclosed in the
Fund’s most recently filed report on Form N-PX on the website beginning the same day it files such
information with the SEC.

The Fund shall also include in its annual reports, semi-annual reports, and SAI a statement that
information regarding how the Fund voted proxies relating to portfolio securities during the most recent
twelve-month period ended June 30 is available (a) without charge upon request by calling a specified
toll-free (or collect) telephone number, or, if applicable, on or through the Fund’s website at a specified
Internet address; and (2) on the SEC’s website. If the Fund discloses that its proxy voting record is
available by calling a toll-free (or collect) telephone number, it must send the information disclosed in
the Fund’s most recently filed report on Form N-PX within three business days of receipt of a request for
this information, by first-class mail or other means designed to ensure equally prompt delivery.

Recordkeeping

The Company shall keep the following records for a period of at least five years, the first two in an easily
accessible place:

(M A copy of this Policy;

(i) Proxy Statements received regarding Fund’s securities;

(iii) Records of votes cast on behalf of Fund; and

(iv) A record of each shareholder request for proxy voting information and the Fund’s response,
including the date of the request, the name of the shareholder, and the date of the response.

The foregoing records may be kept as part of C&QO’s records.

The Fund may rely on proxy statements filed on the SEC EDGAR system instead of keeping its own copies, and
may rely on proxy statements and records of proxy votes cast by C&O that are maintained with a third party such
as a proxy voting service, provided that an undertaking is obtained from the third party to provide a copy of the
documents promptly upon request.

Proxy Voting Committee

A

General

The Proxy Voting Committee of the Company shall be composed entirely of independent directors of the
Board and may be comprised of one or more such independent directors as the Board may, from time to
time, decide. The purpose of the Proxy Voting Committee shall be to determine how the Fund should
cast its vote, if called upon by the Board or C&O, when a matter with respect to which the Fund is
entitled to vote presents a conflict between the interest of the Fund’s shareholders, on the one hand, and
those of the Fund’s investment adviser, principal underwriter, or an affiliated person of the Fund, its
investment adviser, or principal underwriter, on the other hand.

Powers and Methods of Operation

The Proxy Voting Committee shall have all the powers necessary to fulfill its purpose as set forth above
and shall have such other powers and perform such other duties as the Board may, from time to time,
grant and/or assign the Proxy Voting Committee. The Proxy Voting Committee shall meet at such times
and places as the Proxy Voting Committee or the Board may, from time to time, determine. The act of a
majority of the members of the Proxy Voting Committee in person, by telephone conference or by
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V.

consent in writing without a meeting shall be the act of the Proxy Voting Committee. The Proxy Voting
Committee shall have the authority to utilize Company counsel at the expense of the Company if
necessary. The Proxy Voting Committee shall prepare minutes of each meeting and keep such minutes
with the Company’s records. The Proxy Voting Committee shall review this Policy as it deems
necessary and recommend any changes to the Board.

Other

This Policy may be amended, from time to time, as determined by the Board.

APPENDIX C

CALDWELL & ORKIN, INC.
C&O FUNDS ADVISOR, INC.

PROXY VOTING AND DISCLOSURE POLICY

Introduction

Effective March 10, 2003, the U.S. Securities and Exchange Commission (the “SEC”) adopted rule and form
amendments under the Investment Advisers Act of 1940 (the “Advisers Act”) that address an investment
adviser’s fiduciary obligation to its clients when the Advisor has the authority to vote their proxies (collectively,
the rule and form amendments are referred to herein as the “Advisers Act Amendments”).

The Advisers Act Amendments require that Caldwell & Orkin, Inc. and C&O Funds Advisor, Inc. (collectively,
“C&0”) adopt and implement policies and procedures for voting proxies in the best interest of clients, to describe
the procedures to clients, and to tell clients how they may obtain information about how C&O has actually voted
their proxies.

This Proxy Voting and Disclosure Policy (the “Policy”) is designed to ensure that C&O complies with the
requirements of the Advisers Act Amendments, and otherwise fulfills its obligations with respect to proxy voting,
disclosure, and recordkeeping. The overall goal is to ensure that proxy voting is managed in an effort to act in the
best interests of clients or, with respect to the Caldwell & Orkin Funds, Inc. (the “Fund”), its shareholders. While
decisions about how to vote must be determined on a case-by-case basis, proxy voting decisions will be made
considering these guidelines and following the procedures recited herein.

Specific Proxy Voting Policies and Procedures
C&O believes that the voting of proxies is an important part of portfolio management as it represents an
opportunity for shareholders to make their voices heard and to influence the direction of a company. C&O is
committed to voting corporate proxies in the manner that serves the best interests of their clients.
The following details C&Q’s philosophy and practice regarding the voting of proxies.
A General

C&O believes that each proxy proposal should be individually reviewed to determine whether the

proposal is in the best interests of its clients. As a result, similar proposals for different companies may
receive different votes because of different corporate circumstances.



B. Procedures

To implement C&QO’s proxy voting policies, C&O has developed the following procedures for voting
proxies.

1. C&O’s chief compliance officer (CCO) is responsible for overseeing these proxy voting
procedures for client accounts (including, without limitation, the Fund) and designating C&QO’s
proxy voting manager (the “Proxy Manager”). Upon receipt of a corporate proxy by C&O, the
special or annual report and the proxy shall be submitted to the Proxy Manager. The Proxy
Manager will then vote the proxy in accordance with this policy.

Note: For any proxy proposal not clearly addressed by this policy, the Proxy Manager will
consult with C&Q’s President.

2. The Proxy Manager shall be responsible for reviewing the special or annual report, proxy
proposals, and proxy proposal summaries. The reviewer shall take into consideration what vote
is in the best interests of clients and the provisions of C&QO’s Voting Guidelines in Section C
below. The Proxy Manager will then vote the proxies.

3. The Proxy Manager shall be responsible for maintaining copies of each annual report, proposal,
proposal summary, actual vote, and any other information required to be maintained for a proxy
vote under Rule 204-2 of the Advisers Act (see discussion in Section V below) or (for the
Fund) under Rule 30b1-4 of the Investment Company Act. With respect to proxy votes on
topics deemed, in the opinion of the Proxy Manager, to be controversial or particularly
sensitive, the Proxy Manager will provide a written explanation for the proxy vote which will
be maintained with the record of the actual vote in C&QO’s files.

C. Absence of Proxy Manager

In the event that the Proxy Manager is unavailable to vote a proxy, then the President or the CCO shall
perform the Proxy Manager’s duties with respect to such proxy in accordance with the policies and
procedures detailed above.

D. Option to Vote or Not Vote

Notwithstanding anything to the contrary in this policy, in situations where the Proxy Manager,
President or CCO determines that refraining from voting a proxy is in the client's best interest, such as
when C&O has determined that the cost of voting the proxy exceeds the expected benefit to the client,
C&O may determine not to vote a proxy.

Voting Guidelines
While C&O’s policy is to review each proxy proposal on its individual merits, C&O has adopted guidelines for
certain types of matters to assist the Proxy Manager in the review and voting of proxies. These guidelines are set
forth below:
A. Corporate Governance
1. Election of Directors and Similar Matters
In an uncontested election, C&O will generally vote in favor of management’s proposed
directors. In a contested election, C&O will evaluate proposed directors on a case-by-case

basis. With respect to proposals regarding the structure of a company’s Board of Directors,
C&O will review any contested proposal on its merits.



Notwithstanding the foregoing, C&O expects generally to support proposals to:

e Eliminate cumulative voting; and
e Limit directors’ liability and broaden directors’ indemnification rights;

And expects generally to vote against proposals to:

e  Adopt the use of cumulative voting;

e Change the size, manner of selection, and removal of the board, where the Portfolio
Manager believes such changes would likely have anti-takeover effects; and

e Add special interest directors to the board of directors (e.g., efforts to expand the board of
directors to control the outcome of a particular decision).

Audit Committee Approvals

C&O generally supports proposals that help ensure that a company’s auditors are independent
and capable of delivering a fair and accurate opinion of a company’s finances. C&O will
generally vote to ratify the selection of auditors.

Shareholder Rights

C&O0 may consider all proposals that will have a material effect on shareholder rights on a case-
by-case basis. Notwithstanding the foregoing, C&O expects generally to support proposals to:

e Adopt confidential voting and independent tabulation of voting results; and
e Require shareholder approval of poison pills;

And expects generally to vote against proposals to:

e  Adopt super-majority voting requirements; and
e Restrict the rights of shareholders to call special meetings, amend the bylaws or act by
written consent.

Anti-Takeover Measures, Corporate Restructurings and Similar Matters

C&O may review any proposal to adopt an anti-takeover measure, to undergo a corporate
restructuring (e.g., change of entity form or state of incorporation, mergers or acquisitions) or to
take similar action by reviewing the potential short and long-term effects of the proposal on the
company. These effects may include, without limitation, the economic and financial impact the
proposal may have on the company, and the market impact that the proposal may have on the
company’s stock.

Notwithstanding the foregoing, C&O expects generally to support proposals to:

e Prohibit the payment of greenmail (i.e., the purchase by the company of its own shares to
prevent a hostile takeover);

e Adopt fair price requirements (i.e., requirements that all shareholders be paid the same
price in a tender offer or takeover context), unless the Proxy Manager deems them
sufficiently limited in scope;

e Require shareholder approval of “poison pills”; and

e  Opt-out of statutory provisions that permit a company to consider the non-financial effects
of mergers and acquisitions.

And expects generally to vote against proposals to:
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e Adopt classified boards of directors;

e Reincorporate a company where the primary purpose appears to be the creation of takeover
defenses; and

e Require a company to consider the non-financial effects of mergers or acquisitions.

Capital Structure Proposals

C&O will seek to evaluate capital structure proposals on their own merits on a case-by-case basis. C&O will
generally support the following proposals, if the Proxy Manager has determined that the proposal has a legitimate
business purpose and is otherwise in shareholders’ best interests:

e Proposals to create new classes of common and preferred stock, unless they appear to the
Proxy Manager be an anti-takeover measure; and
e Proposals to eliminate preemptive rights.

B. Compensation

1.

General

C&O generally supports proposals that encourage the disclosure of a company’s compensation
policies. In addition, C&O generally supports proposals that fairly compensate executives,
particularly those proposals that link executive compensation to performance. C&O may
consider any contested proposal related to a company’s compensation policies on a case-by-
case basis.

Notwithstanding the foregoing, C&O generally expects to support proposals to:

e Require shareholders approval of golden parachutes; and
e Adopt golden parachutes that do not exceed three times the base compensation of the
applicable executives.

And expects generally to vote against proposals to:

e Adopt golden parachute plans that exceed three times base compensation; and
e Adopt measures that appear to arbitrarily limit executive or employee benefits.

Stock Option Plans

C&O evaluates proposed stock option plans and issuances on a case-by-case basis. In
reviewing proposals regarding stock option plans and issuances, C&0O may consider, without
limitation, the potential dilutive effect on shareholders’ shares, the potential short and long-term
economic effects on the company and shareholders and the actual terms of the proposed
options. The Proxy Manager shall, with the assistance of C&0O management, determine and
maintain certain minimum required criteria regarding eligibility, price (including re-pricing of
underwater options) and dilution for stock option plans (the “Criteria”), which Criteria shall be
used to evaluate stock option plan proposals.

Given the controversial nature of stock-option grants in the current market environment as well
as the numerous reports of “stock option backdating” that have generally been perceived
negatively by investors, C&O will generally vote against stock option proposals, though the
Adviser still retains the right to make an exception to vote in favor of such a proposal as
circumstances may warrant in the Adviser’s discretion.



VI.

C. Corporate Responsibility and Social Issues

C&O generally believes that ordinary business matters (including, without limitation, positions on
corporate responsibility and social issues) are primarily the responsibility of a company’s management
that should be addressed solely by the company’s management. Accordingly, C&O will generally
abstain from voting on proposals involving corporate responsibility and social issues. Notwithstanding
the foregoing, C&0O may vote against corporate responsibility and social issue proposals that C&O
believes will have substantial adverse economic or other effects on a company, and C&O may vote for
corporate responsibility and social issue proposals that C&O believes will have substantial positive
economic or other effects on a company.

Conflicts

In cases where C&O is aware of a conflict between the interests of a client and the interests of C&O or an
affiliated person of C&O (e.g., a portfolio company is a client or an affiliate of a client of C&QO), C&O will notify
the client of such conflict and will vote the client’s shares in accordance with the client’s instructions. In the
event that C&O does not receive instructions from the client within three business days of the notice, C&O may
abstain from voting or vote the proxy in what it believes (in its sole discretion) is the client’s best interests.

C&O Disclosure of How to Obtain Voting Information

On or before August 6, 2003, Rule 206(4)-6 requires C&O to disclose in response to any client request how the
client can obtain information from C&O on how its securities were voted. C&O will disclose in Part 11 of its
Form ADV that clients can obtain information on how their securities were voted by making a written request to
C&O0. Upon receiving a written request from a client, C&O will provide the information requested by the client
within a reasonable amount of time.

Rule 206(4)-6 also requires C&O to describe its proxy voting policies and procedures to clients, and upon
request, to provide clients with a copy of those policies and procedures. C&O will provide such a description in
Part 11 of its Form ADV. Upon receiving a written request from a client, C&O will provide a copy of this policy
within a reasonable amount of time.

If approved by the client, this policy and any requested records may be provided electronically.
Recordkeeping
C&O shall keep the following records for a period of at least five years, the first two in an easily accessible place:

(v) A copy of this Policy;

(vi) Proxy Statements received regarding client securities;

(vii) Records of votes cast on behalf of clients;

(viii)  Any documents prepared by C&O that were material to making a decision how to vote, or that
memorialized the basis for the decision;

(ix) Records of client requests for proxy voting information, and

(x) With respect to the Fund, a record of each shareholder request for proxy voting information and
the Fund’s response, including the date of the request, the name of the shareholder, and the date
of the response.

The Fund shall maintain a copy of each of the foregoing records that is related to proxy votes on behalf of the
Fund by C&O. These records may be kept as part of C&O’s records.

C&O may rely on proxy statements filed on the SEC EDGAR system instead of keeping its own copies, and may
rely on proxy statements and records of proxy votes cast by C&O that are maintained with a third party such as a
proxy voting service, provided that C&O has obtained an undertaking from the third party to provide a copy of
the documents promptly upon request.
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Adopted as of this 6™ day of December, 2006

/s/ William C. Horne
William C. Horne
Chief Compliance Officer

PART C. OTHER INFORMATION
Financial Statements

FINANCIAL STATEMENTS OF THE MARKET OPPORTUNITY FUND INCORPORATED BY REFERENCE IN
PART B:

Annual Report to Shareholders for the fiscal year ended April 30, 2009:
Report of Independent Registered Public Accounting Firm
Schedule of Investments
Statement of Assets and Liabilities
Statement of Operations
Statements of Changes in Net Assets
Statement of Cash Flows
Financial Highlights
Notes to Financial Statements

Item 23. Exhibits:

Exhibit Number

A Amended and Restated Articles of Incorporation of Registrant, incorporated by reference from PEA No. 2 filed
June 25, 1992.

Al Avrticles of Amendment, incorporated by reference from PEA No. 8 filed August 25, 1996.

B. By-Laws of Registrant, incorporated by reference from Pre-effective Amendment No. 1 filed August 8, 1990.
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D.2.

D.3.

G.1.

G.2.

G.3.

G4.

G.5.

G.6.

H.1.

H.2.

H.3.

H.4.

H.5.

H.6

H.7

None.

Management Agreement between the Market Opportunity Fund of Registrant and C & O Funds Advisor, Inc.
dated August 20, 1992, incorporated by reference from PEA No. 3 filed August 21, 1992.

Amendment No. 1 to the Management Agreement between the Caldwell & Orkin Market Opportunity Fund, a
series of the Registrant, and C & O Funds Advisor, Inc. dated November 3, 2006, filed herewith.

Amendment No. 2 to the Management Agreement between the Caldwell & Orkin Market Opportunity Fund, a
series of the Registrant, and C & O Funds Advisor, Inc. dated December 10, 2008, filed herewith.

Distribution Agreement (Underwriting Agreement) between Registrant and CW Fund Distributors, Inc. (now IFS
Fund Distributors, Inc.), dated October 29, 1999, incorporated by reference from PEA No. 21 filed August 30,
2004.

None.

Custodian Agreement between and J.P. Morgan Chase Bank, N.A. dated September 5, 1990, incorporated by
reference from PEA No. 2 filed December 24, 1990.

First Amendment to Custodian Agreement between Registrant and J.P. Morgan Chase Bank, N.A., incorporated
by reference from PEA No. 3 filed August 21, 1992.

Agreement for Prime Brokerage Clearance Services between ABN AMRO, Inc. (formerly Furman Selz LLC) and
Caldwell & Orkin, Inc., dated March 22, 1996, incorporated by reference from PEA No. 13 filed June 30, 1999.

Agreement for Prime Brokerage Clearance Services between Merrill Lynch Pierce Fenner and Smith, and
Caldwell & Orkin, Inc., dated May 1, 1998, incorporated by reference from PEA No. 13 filed June 30, 1999.

Form of Special Custody Account Agreement by and among Merrill Lynch, Pierce, Fenner & Smith Incorporated,
J.P. Morgan Chase Bank, N.A. and Registrant, incorporated by reference from PEA No. 16 filed September 1,
1999.

Special Custody Account Agreement dated February 14, 2000, by and among J.P. Morgan Chase Bank, N.A.,
Registrant and ING Barings LLC, incorporated by reference from PEA No. 17 filed August 29, 2000.

Transfer Agency Agreement between Registrant and MGF Services Corp. (aka JPMorgan) dated March 3, 1995,
incorporated by reference from PEA No. 3 filed August 21, 1992.

Agreement between Registrant and Caldwell & Orkin, Inc. dated August 20, 1992, incorporated by reference
from PEA No. 2 filed June 25, 1992.

Distribution Plan of Market Opportunity Fund of the Registrant, incorporated by reference from initial
registration statement filed May 30, 1990.

Form of Distribution Plan Sub-Agreement, incorporated by reference from initial registration statement filed May
30, 1990.

Schedule for Computation of performance quotation, incorporated by reference from PEA No. 3 filed August 21,
1992.

Power of Attorney appointing H. Eugene Caldwell and Michael B. Orkin (see Signature Page to this
Amendment), incorporated by reference from PEA No. 6 filed August 29, 1994.

Power of Attorney appointing Michael B. Orkin, incorporated by reference from PEA No. 17 filed August 29,
2000.
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H.8 Power of Attorney appointing Michael B. Orkin, incorporated by reference from PEA No. 24 filed August 29,
2006.

H.9. Accounting Services Agreement dated February 2, 1998, by and between Caldwell & Orkin and Countrywide
Fund Services, Inc. (now JPMorgan), as supplemented and amended by that certain Addendum to Accounting
Services Agreement dated July 1, 2002, incorporated by reference from PEA No. 19 filed August 29, 2002.

l. Opinion and consent of counsel, as to legality of shares, incorporated by reference from PEA No. 3 filed August
21, 1992.

J1 Consent of Tait, Weller & Baker LLP, filed herewith.
J.2 Consent of Paul, Hastings, Janofsky & Walker LLP, filed herewith.
K. None.

L. Agreement concerning initial capital of Registrant (Market Opportunity Fund), incorporated by reference from
initial registration statement filed May 30, 1990.

M. None.
N. None.
0. None.
P. Amended Code of Ethics, dated March 31, 2006.

Item 24. Persons Controlled by or under Common Control with Registrant.

The Fund’s Manager, C & O Funds Advisor, Inc., a Georgia corporation, is a wholly-owned subsidiary of, and may be
deemed to be controlled by, Caldwell & Orkin, Inc., which is also a Georgia corporation.

Item 25. Indemnification.

Section 2-418 of the Maryland General Corporation Law, Article VI of Registrant's Charter filed as Exhibit A and A.1.,
Avrticle VII of Registrant's By-Laws filed as Exhibit B, and the Distribution Agreement filed as Exhibit E provide, or will
provide, for indemnification.

Registrant's Articles of Incorporation (Article VI) provide that Registrant shall indemnify its Directors and Officers to the
fullest extent permitted by law.

Registrant's By-laws (Article VI, Section 1) provide that Registrant shall indemnify any Director and/or Officer who was
or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil,
criminal, administrative or investigative, by reason of the fact that he is or was a Director or Officer of Registrant, or is or
was serving at the request of Registrant as a Director or Officer of another corporation, partnership, joint venture, trust or
other enterprise, against all expenses (including attorneys' fees), judgments, fines and amounts paid in settlement actually
and reasonably incurred by him in connection with such action, suit or proceeding to the maximum extent permitted by
law.

With respect to indemnification of Officers and Directors, Section 2-418 of the Maryland General Corporation Law
provides that a corporation may indemnify any Director who is made a party to any threatened, pending or completed
action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the right of
Registrant) by reason of service in that capacity, or is or was serving at the request of the corporation as a Director,
Officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise against expenses
(including attorneys' fees), judgments, fines and amounts paid in settlement and expenses actually and reasonably incurred
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by him in connection with such action, suit or proceeding unless (1) it is established that the act or omission of the Director
was material to the matter giving rise to the proceeding, and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty; or (2) the Director actually received an improper personal benefit of money, property, or
services; or (3) in the case of any criminal action or proceeding, had reasonable cause to believe that the act or omission
was unlawful. A court of appropriate jurisdiction may, however, except in proceedings by or in the right of Registrant or
in which liability has been adjudged by reason of the person receiving an improper personal benefit, order such
indemnification as the court shall deem proper if it determines that the Director is fairly and reasonably entitled to
indemnification in view of all the relevant circumstances, whether or not the Director has met the requisite standard of
conduct. Under Section 2-418, Registrant may also indemnify Officers, employees and agents of Registrant who are not
Directors to the same extent that it shall indemnify Directors and Officers, and to such further extent, consistent with law,
as may be provided by general or specific action of the Board of Directors or contract. Pursuant to Section 2-418 of the
Maryland General Corporation Law, the termination of any proceeding by judgment, order or settlement does not create a
presumption that the person did not meet the requisite standard of conduct required by Section 2-418. The termination of
any proceeding by conviction, or a plea of nolo contendere or its equivalent, or an entry of an order of probation prior to
judgment, creates a rebuttable presumption that the person did not meet the requisite standard of conduct.

Reference is also made to Section 9 of the Distribution Agreement filed as Exhibit E to this Registration Statement.
Section 9 of the Distribution Agreement provides that Registrant, subject to certain conditions and limitations, shall
indemnify, defend and hold harmless the Underwriter, its Officers and directors and any person who controls the
Underwriter within the meaning of the Securities Act of 1933 from and against any and all claims, demands, liabilities and
expenses which they may incur under the Federal securities laws, the common law or otherwise, arising out of or based
upon any alleged untrue statement of a material fact contained in the Registration Statement or any related Prospectus
and/or Statement of Additional Information or arising out of or based upon any alleged omission to state a material fact
required to be stated therein or necessary to make the statements therein not misleading.

Reference is also made to Article IV of the Management Agreement, as amended, filed as Exhibit D to this Registration
Statement. Article IV provides that the Manager shall not be liable for any error of judgment or mistake of law or for any
loss arising out of any investment or for any act or omission in the management of the Registrant, except for willful
misfeasance, bad faith or from negligence in the performance of its duties, or by reason of reckless disregard of its
obligations and duties under the Management Agreement, as amended.

The Registrant may purchase insurance on behalf of an Officer or Director protecting such person to the full extent
permitted under the General Laws of the State of Maryland, from liability arising from his activities as Officer or Director
of the Registrant. The Registrant, however, may not purchase insurance on behalf of any Officer or Director of the
Registrant that protects or purports to protect such person from liability to the Registrant or to its shareholders to which
such Officer would otherwise be subject by reason of willful misfeasance, bad faith, gross negligence, reckless disregard
of the duties involved in the conduct of his office, active or deliberate dishonesty, receipt of an improper personal benefit,
or in the case of a criminal proceeding that such person had reasonable cause to believe the act or omission was unlawful.
The corporation may provide similar protection, including a trust fund, letter of credit, or surety bond, not inconsistent
with this section. Insurance or similar protection may also be provided by a subsidiary or affiliate of the corporation.

Item 26. Business and Other Connections of Investment Advisor
None.
Item 27. Principal Underwriters.

(@) IFS Fund Distributors, Inc. (the "Distributor™) also acts as principal underwriter for other open-end
investment companies: The Appleton Funds and the Navellier Performance Funds.

(b) The following list sets forth the directors and executive officers of the Distributor. Unless otherwise noted

with an asterisk (*), the address of the persons named below is 303 Broadway, Suite 1100, Cincinnati, Ohio
45202.
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Position Position

with with
Name Distributor Registrant

Jill T. McGruder President and Director None
Terrie A. Wiedenheft Senior Vice President, Chief Financial Officer and Treasurer None
Brian E. Hirsch Senior Vice President None
Richard Taulbee Vice President None
Joseph G. Melcher Chief Compliance Officer None
Rhonda S. Malone Secretary None

(c) The following table sets forth the compensation received by the Distributor, directly or indirectly, during the
Fund’s last fiscal year. The compensation paid to the Distributor is an obligation of the Manager under the
Distribution Agreement, and is paid by the Manager out of its resources..

Net Underwriting Compensation on
Name of Principal Discounts and Redemption and Brokerage Commission
Underwriter Commissions Repurchase Other Compensation
IFS Fund Distributors N/A N/A N/A $6,000

Item 28. Location of Accounts and Records.

Registrant maintains the records required to be maintained by it under Rules 31a-1(a), 31a-1(b) and 31a-2(a) under the
Investment Company Act at its principal executive offices at 5185 Peachtree Parkway, Suite 370, Norcross, Georgia
30092, except for those records that may be maintained pursuant to Rule 31a-3 at the offices of Registrant's Custodian, J.
P. Morgan Chase Bank, N.A., 1111 Polaris Parkway, Suite 3J, Columbus, OH 43240, and Transfer Agent, JPMorgan, 303
Broadway, Suite 1100, Cincinnati, OH 45202.

Item 29. Management Services.

None.

Item 30. Undertakings.

None.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933 and the Investment Company Act of 1940, as amended, the
Registrant certifies that it meets all of the requirements for effectiveness of this registration statement under 485(b) of the
Securities Act of 1933 and has duly caused this Amendment to its Registration Statement to be signed on its behalf by the
undersigned, thereunto duly authorized, in the City of Norcross, and State of Georgia, on the 28th day of August, 2009.

THE CALDWELL & ORKIN FUNDS, INC.
(Registrant)

By: _/s/ Michael B. Orkin
Michael B. Orkin
President

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following
persons in the capacities and on the dates indicated:

Signature Title Date

[s/ Michael B. Orkin Director and President August 28, 2009
Michael B. Orkin

/s/ William C. Horne Treasurer August 28, 2009
William C. Horne

/sl Frederick T. Blumer* Director and Chairman August 28, 2009
Frederick T. Blumer

/s/ David L. Eager* Director August 28, 2009
David L. Eager

/s/ James L. Underwood* Director August 28, 2009
James L. Underwood

By: /s/ Michael B. Orkin *Attorney-in-Fact August 28, 2009
Michael B. Orkin

* Executed by Michael B. Orkin as Attorney-in-Fact



INDEX TO EXHIBITS

D.2.

D.3.

J1

J.2

Amendment No. 1 to the Management Agreement between the Caldwell & Orkin Market Opportunity Fund, a
series of the Registrant, and C & O Funds Advisor, Inc. dated November 3, 2006.

Amendment No. 2 to the Management Agreement between the Caldwell & Orkin Market Opportunity Fund, a
series of the Registrant, and C & O Funds Advisor, Inc. dated December 10, 2008.

Consent of Tait, Weller & Baker LLP

Consent of Paul, Hastings, Janofsky & Walker LLP.



