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Five-Year Financial Summary

Years Ended October 31,

(in thousands, except per share data) 2007 2006 2005 2004 2003

Income Statement Data

Revenue:
   Investment advisory and administration fees 773,612$        594,632$        503,085$        413,102$      296,344$      
   Distribution and underwriter fees 148,369          139,111          138,485          150,018        146,907        
   Service fees 154,736          124,025          105,202          92,087          74,605          
   Other revenue 7,383              4,426              6,403              6,606            5,277            
     Total revenue 1,084,100       862,194          753,175          661,813        523,133        

Expenses:
   Compensation of officers and employees 316,963          244,620          205,663          172,411        130,011        
   Distribution expense 253,344          114,052          101,661          80,356          54,157          
   Service fee expense 121,748          98,262            87,983            77,823          64,918          
   Amortization of deferred sales commissions 55,060            52,048            63,535            81,202          85,192          
   Fund expenses 19,974            16,589            12,019            4,034            5,413            
   Other expenses 84,074            71,657            49,707            45,347          34,880          
     Total expenses 851,163          597,228          520,568          461,173        374,571        

Operating income 232,937          264,966          232,607          200,640        148,562        

Other Income (Expense):
   Interest income 10,511            8,033              4,354              2,799            4,848            
   Interest expense (2,894)            (12,850)           (1,464)            (5,898)          (5,761)          
   Gains/(losses) on investments (1,943)            3,667              38                   275               2,346            
   Foreign currency gains (losses) (262)               (222)               (32)                 (85)               18                
   Impairment loss on investments -                     (592)               (2,120)            -                   -                   

Income before income taxes, minority interest, equity in net income of affiliates 
   and cumulative effect of change in accounting principle 238,349          263,002          233,383          197,731        150,013        
Income taxes (93,200)           (102,245)         (90,871)           (72,493)        (53,781)        
Minority interest (6,258)            (5,103)            (5,037)            (4,559)          (1,593)          
Equity in net income of affiliates, net of tax 3,920              4,349              1,231              1,283            171               

Income before cumulative effect of change in accounting principle 142,811          160,003          138,706          121,962        94,810          

Cumulative effect of change in accounting principle, net of tax -                     (626)               -                     -                   -                   

Net income 142,811$        159,377$        138,706$        121,962$      94,810$        

Earnings per share before cumulative effect of change in accounting principle:
     Basic 1.15$              1.25$              1.05$              0.90$            0.69$            

     Diluted 1.06$              1.18$              0.99$              0.87$            0.67$            

Earnings per share:
     Basic 1.15$              1.25$              1.05$              0.90$            0.69$            

     Diluted 1.06$              1.17$              0.99$              0.87$            0.67$            

Dividends declared, per share 0.51$              0.42$              0.34$              0.28$            0.20$            

Weighted average shares outstanding:
     Basic 124,527 127,807 131,591 134,938 137,832

     Diluted 135,252 137,004 140,520 144,313 145,917

Balance Sheet Data

Total assets 966,831$        668,195$        702,544$        743,566$      658,702$      
Long-term debt 500,000$        -$                   75,467$          74,347$        118,736$      
Shareholders' equity 229,168$        496,485$        476,296$        464,328$      426,511$      
Shareholders' equity per share 1.94$              3.93$              3.68$              3.48$            3.12$            

13
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Management’s Discussion and Analysis of Financial Condition and Results of Operations 

This Item includes statements that are “forward-looking statements” within the meaning of Section 
27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 
1934, as amended, including statements regarding our expectations, intentions or strategies regarding 
the future. All statements, other than statements of historical facts, included in this Form 10-K 
regarding our financial position, business strategy and other plans and objectives for future operations 
are forward-looking statements. Although we believe that the assumptions and expectations reflected in 
such forward-looking statements are reasonable, we can give no assurance that such expectations 
reflected in such forward-looking statements will prove to have been correct or that we will take any 
actions that may presently be planned. Certain important factors that could cause actual results to 
differ materially from our expectations are disclosed in Item 1A, “Risk Factors.” All subsequent 
written or oral forward-looking statements attributable to us or persons acting on our behalf are 
expressly qualified in their entirety by such factors. 

General 

Our principal business is managing investment funds and providing investment management and 
counseling services to high-net-worth individuals and institutions. Our long-term strategy is to develop 
and sustain value-added core competencies in a range of investment disciplines and to offer industry-
leading investment products and services across multiple distribution channels. In executing this strategy, 
we have developed a broadly diversified product line and a powerful marketing, distribution and customer 
service capability. 

We are a market leader in a number of investment areas, including tax-managed equity, value equity, 
equity income, emerging market equity, floating-rate bank loan, municipal bond, investment grade and 
high-yield bond investing. Our diversified product line offers fund shareholders, retail managed account 
investors, institutional investors and high-net-worth clients a wide range of products and services 
designed and managed to generate attractive risk-adjusted returns over the long term. 

Our principal retail marketing strategy is to distribute funds and separately managed accounts through 
financial intermediaries in the advice channel. We have a broad reach in this marketplace, with 
distribution partners including national and regional broker/dealers, independent broker/dealers, 
independent financial advisory firms, banks and insurance companies.  We support these distribution 
partners with a team of more than 140 Boston-based and regional sales professionals across the U.S. and 
internationally. Specialized sales and marketing professionals in our Wealth Management Solutions 
Group serve as a resource to financial advisors seeking to help high-net-worth clients address wealth 
management issues and support the marketing of our products and services tailored to this marketplace.  

We also commit significant resources to serving institutional and high-net-worth clients who access 
investment advice outside of traditional retail broker/dealer channels. Through our wholly owned 
affiliates and consolidated subsidiaries Atlanta Capital Management Company, LLC (“Atlanta Capital”), 
Fox Asset Management LLC (“Fox Asset Management”), Parametric Portfolio Associates LLC 
(“Parametric Portfolio Associates”) and Parametric Risk Advisors LLC (“Parametric Risk Advisors”), we 
manage investments for a broad range of clients in the institutional and high-net-worth marketplace, 
including corporations, endowments, foundations, family offices and public and private employee 
retirement plans. Specialized sales teams at our affiliates develop relationships in this market and deal 
directly with these clients.  

14
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Our revenue is derived primarily from investment advisory, administration, distribution and service fees 
received from Eaton Vance funds and investment advisory fees received from separate accounts. Our fees 
are based primarily on the value of the investment portfolios we manage and fluctuate with changes in the 
total value and mix of assets under management. Such fees are recognized over the period that we manage 
these assets. Our major expenses are employee compensation, distribution-related expenses and 
amortization of deferred sales commissions. 

Our discussion and analysis of our financial condition and results of operations are based upon our 
consolidated financial statements, which have been prepared in accordance with accounting principles 
generally accepted in the United States of America. The preparation of these financial statements requires us 
to make estimates and judgments that affect the reported amounts of assets, liabilities, revenue and expenses 
and related disclosures of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, 
including those related to deferred sales commissions, goodwill and intangible assets, income taxes, 
investments, stock-based compensation and litigation. We base our estimates on historical experience and on 
various assumptions that we believe to be reasonable under current circumstances, the results of which form 
the basis for making judgments about the carrying values of assets and liabilities that are not readily available 
from other sources. Actual results may differ from these estimates under different assumptions or conditions. 

Assets Under Management 

Assets under management of $161.7 billion on October 31, 2007 were 25 percent higher than the $128.9 
billion reported a year earlier. Long-term fund net inflows contributed $19.2 billion to growth in assets under 
management over the last twelve months, including $10.0 billion of closed-end fund net inflows and $9.2 
billion of open-end and private fund net inflows. Retail managed account net inflows contributed $3.7 billion 
to growth in assets under management, while institutional and high-net-worth acquisitions contributed an 
additional $0.3 billion. Market price appreciation, reflecting favorable equity markets, contributed $11.9 
billion, while a decrease in cash management assets reduced assets under management by $2.1 billion. 

Ending Assets Under Management by Investment Category(1)

October 31, 2007 vs. 2006 vs. 
(in billions) 2007 2006 2005 2006 2005
Equity assets  $ 108.4  $ 76.8  $ 66.2  41%  16% 
Fixed income assets  31.9 30.8 23.2  4%  33% 
Floating-rate bank loan assets 21.4 21.3 19.1  0%  12% 
Total  $ 161.7  $ 128.9  $ 108.5  25%  19% 

(1) Includes funds and separate accounts. 

Equity assets represented 67 percent of total assets under management on October 31, 2007, compared to 60 
percent on October 31, 2006 and 61 percent on October 31, 2005. Assets in equity funds managed for after-
tax returns totaled $55.1 billion, $39.1 billion and $34.6 billion on October 31, 2007, 2006 and 2005, 
respectively. Fixed income assets, including cash management funds, represented 20 percent of total assets 
under management on October 31, 2007, compared to 24 percent on October 31, 2006 and 21 percent on 
October 31, 2005. Fixed income assets included $17.7 billion, $14.8 billion and $11.7 billion of tax-exempt 
municipal bond assets and $1.6 billion, $3.7 billion and $0.7 billion of cash management fund assets on 
October 31, 2007, 2006 and 2005, respectively. Floating-rate bank loan assets represented 13 percent of total 
assets under management on October 31, 2007, compared to 16 percent on October 31, 2006 and 18 percent 
October 31, 2005. 

15
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Long-Term Fund and Separate Account Net Flows

For the Years Ended October 31, 
2007
vs.

2006
vs.

(in billions) 2007 2006 2005 2006 2005

Long-term funds: 
    Closed-end funds $10.0 $0.3 $5.0  NM (3)  -94% 
    Open-end funds (1) 7.6 5.6 2.2  36%  155% 
    Private funds 1.6 2.2 1.2  -27%  83% 
Total long-term fund net inflows 19.2 8.1 8.4  137%  -4% 
Institutional/HNW(2) accounts - (2.1) (0.6)  NM  -250% 
Retail managed accounts 3.7 1.4 1.6  164%  -13% 
Total separate account net inflows 
  (outflows) 3.7 (0.7) 1.0  NM  -170% 
Total net inflows $22.9 $7.4 $9.4  209%  -21% 

(1) Includes net flows of bank loan interval funds. 
(2)  High-net-worth (“HNW”) 
(3) Not meaningful (“NM”) 

Long-term fund net inflows totaled $19.2 billion in fiscal 2007 compared to $8.1 billion in fiscal 2006 and 
$8.4 billion in fiscal 2005. Closed-end fund offerings contributed significantly to net inflows in fiscal 2007, 
with $10.0 billion in closed-end fund assets added compared to contributions of $0.3 billion and $5.0 billion 
in fiscal 2006 and fiscal 2005, respectively. Open-end fund net inflows of $7.6 billion, $5.6 billion and $2.2 
billion for fiscal 2007, 2006 and 2005, respectively, reflect gross inflows of $21.1 billion, $15.0 billion and 
$10.4 billion and redemptions of $13.5 billion, $9.4 billion and $8.2 billion in fiscal 2007, 2006 and 2005, 
respectively. Private funds, which include privately offered equity and bank loan funds as well as 
collateralized debt obligation entities, had net inflows of $1.6 billion, $2.2 billion and $1.2 billion in fiscal 
2007, 2006 and 2005, respectively.  

Separate accounts contributed net inflows of $3.7 billion in fiscal 2007, compared to net outflows of $0.7 
billion in fiscal 2006 and net inflows of $1.0 billion fiscal 2005. Retail managed account net inflows 
increased to $3.7 billion in fiscal 2007 from $1.4 billion and $1.6 billion in fiscal 2006 and 2005, 
respectively, reflecting strong net sales of Parametric Portfolio Associates’ overlay and tax-efficient core 
equity products and Eaton Vance Management’s (“EVM’s”) large cap value product. Institutional and high-
net-worth gross inflows of $4.4 billion in fiscal 2007 were offset by outflows of $4.4 billion, reflecting 
primarily withdrawals from  certain low-fee institutional relationships at Atlanta Capital. Institutional and 
high-net-worth net outflows totaled $2.1 billion and $0.6 billion in fiscal 2006 and 2005, respectively.  

Cash management fund assets, which are not included in long-term fund net flows because of their short-term 
characteristics, decreased to $1.6 billion on October 31, 2007 from $3.7 billion on October 31, 2006 and $0.7 
billion on October 31, 2005. The decrease in cash management fund assets in fiscal 2007 can be primarily 
attributed to an increase in short-term treasury fund redemptions by institutional clients. The increase in cash 
management fund assets in fiscal 2006 can be primarily attributed to investments by institutional clients in 
our sponsored short-term income funds and the introduction of a cash collateral fund accompanying a 
securities lending program in which certain of our sponsored funds participate. 

16

175734.FIN.CS3.indd   16175734.FIN.CS3.indd   16 1/15/08   7:17:43 PM1/15/08   7:17:43 PM



The following table summarizes the asset flows by investment category for fiscal years ended October 31, 
2007, 2006 and 2005: 

Asset Flows
For the Years Ended 

October 31, 

(in billions) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005

Equity fund assets – beginning  $ 53.2   $ 45.2  $ 36.9  18%  22% 
 Sales/inflows 21.7 7.8 9.7  178%  -20% 
 Redemptions/outflows (6.9) (5.4) (4.3)  28%  26% 
 Exchanges - - -  -  -
 Market value change 7.5 5.6 2.9  34%  93% 
Equity fund assets – ending 75.5 53.2 45.2  42%  18% 

Fixed income fund assets – beginning 21.5 18.2 17.4  18%  5% 
 Sales/inflows 7.5 5.1 3.2  47%  59% 
 Redemptions/outflows (3.5) (2.2) (2.0)  59%  10% 
 Exchanges (0.1) - (0.1)  NM  -100% 
 Market value change (0.8) 0.4 (0.3)  NM  NM 
Fixed income fund assets – ending 24.6 21.5 18.2  14%  18% 

Floating-rate bank loan fund assets – 
 beginning 20.0 16.8 15.0  19%  12% 
 Sales/inflows 6.6 7.0 5.2  -6%  35% 
 Redemptions/outflows (6.2) (4.2) (3.3)  48%  27% 
 Exchanges (0.1) (0.1) -  0%  NM 
 Market value change 0.1 0.5 (0.1)  -80%  NM 
Floating-rate bank loan fund assets – 
 ending 20.4 20.0 16.8  2%  19% 

Total long-term fund assets – beginning 94.7 80.2 69.3  18%  16% 
 Sales/inflows 35.8 19.9 18.1  80%  10% 
 Redemptions/outflows (16.6) (11.8) (9.6)  41%  23% 
 Exchanges (0.2) (0.1) (0.1)  100%  0% 
 Market value change 6.8 6.5 2.5  5%  160% 
Total long-term fund assets – ending 120.5 94.7 80.2  27%  18% 

Separate accounts – beginning 30.5 27.6 24.4  11%  13% 
 Inflows – HNW and institutional 4.4 2.3 2.9  91%  -21% 
 Outflows – HNW and institutional (4.4) (4.4) (3.5)  0%  26% 
 Inflows – retail managed accounts 6.1 3.6 3.2  69%  13% 
 Outflows – retail managed accounts (2.4) (2.2) (1.6)  9%  38% 
 Market value change 5.1 3.1 2.1  65%  48% 
 Assets acquired 0.3 0.5 0.1  -40%  400% 
Separate accounts – ending 39.6 30.5 27.6  30%  11% 

Cash management fund assets – ending  1.6 3.7 0.7  -57%  429% 
Assets under management – ending $ 161.7  $ 128.9  $ 108.5  25%  19% 
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Ending Assets Under Management by Asset Class 

October 31, 2007 vs. 2006 vs. 
(in billions) 2007 2006 2005 2006 2005
Open-end funds:

Class A (1)  $ 35.4  $ 27.0  $ 18.8 31% 44% 
Class B (1) 6.0 6.8 7.7 -12% -12% 
Class C (1) 10.1 8.4 7.4 20% 14% 
Class I (1) 3.7 4.5 1.5 -18% 200% 
Other (2) 3.3 2.8 2.6 18% 8% 

Total open-end funds 58.5 49.5 38.0 18% 30% 
Private funds (3) 30.0 26.4 21.8 14% 21% 
Closed-end funds 33.6 22.5 21.1 49% 7% 
Total fund assets 122.1 98.4 80.9 24% 22% 
HNW and institutional account assets 24.8 21.0 20.5 18% 2%
Retail managed account assets 14.8 9.5 7.1 56% 34%
Total separate account assets 39.6 30.5 27.6 30% 11% 
Total  $ 161.7  $ 128.9  $ 108.5 25% 19% 

(1) Includes bank loan interval funds with similar pricing structures. 
(2) Includes other classes of Eaton Vance open-end funds and non-Eaton Vance funds subadvised by Atlanta 

Capital, Fox Asset Management and Parametric Portfolio Associates. 
(3) Includes privately offered equity and bank loan funds and CDO entities. 

We currently sell our sponsored open-end mutual funds under four primary pricing structures: front-end load 
commission (“Class A”); spread-load commission (“Class B”); level-load commission (“Class C”); and 
institutional no-load (“Class I”). We waive the sales load on Class A shares under certain circumstances. In 
such cases, the shares are sold at net asset value.  

Fund assets represented 76 percent of total assets under management at October 31, 2007, compared to 76 
percent and 75 percent at October 31, 2006 and 2005, respectively. Class A share assets increased to 22 
percent of total assets under management at October 31, 2007 from 21 percent and 17 percent at October 
31, 2006 and 2005, respectively, while Class B shares dropped to 4 percent at October 31, 2007 from 5 
percent and 7 percent at October 31, 2006 and 2005, respectively. The shift from Class B share assets to 
Class A share assets reflects the overall increasing popularity of Class A shares and the declining 
popularity of Class B shares in broker/dealer distribution systems. Class C share assets represented 6 
percent of total assets under management on October 31, 2007, and 7 percent on both October 31, 2006 
and 2005, while Class I share assets represented 2 percent of total assets under management on October 
31, 2007, compared to 3 percent on October 31, 2006 and 1 percent on October 31, 2005. Private funds 
represented 19 percent of total assets under management at October 31, 2007, compared to 20 percent on 
both October 31, 2006 and 2005. Closed-end funds increased to 21 percent of the Company’s total assets 
under management on October 31, 2007, up from 17 percent on October 31, 2006 and 19 percent on 
October 31, 2005.  

Separate account assets, including high-net-worth, institutional and retail managed account assets, totaled 
$39.6 billion at October 31, 2007, up from $30.5 billion and $27.6 billion at October 31, 2006 and 2005, 
respectively. High-net-worth and institutional account assets increased by 18 percent and 2 percent in fiscal 
2007 and 2006, respectively, while retail managed account assets increased by 56 percent and 34 percent in 
the same periods. Retail managed account assets were positively impacted in both fiscal 2007 and 2006 by 
strong net sales of Parametric Portfolio Associates’ overlay and tax-efficient core equity products and EVM’s 
large-cap value product. 
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The average assets under management presented in the following table represent a monthly average by 
asset class. This table is intended to provide useful information in the analysis of our asset-based revenue 
and distribution expenses. With the exception of our separate account investment advisory fees, which are 
generally calculated as a percentage of either beginning, average or ending quarterly assets, our 
investment advisory, administration, distribution and service fees are calculated as a percentage of 
average daily assets.  

Average Assets Under Management by Asset Class (1) 

For the Years Ended 
October 31, 2007 vs. 2006 vs. 

(in billions) 2007 2006 2005 2006 2005
Open-end funds: 

Class A (2)  $ 31.8   $ 22.7  $ 17.2  40%  32% 
Class B (2)  6.4  7.3  8.3  -12%  -12% 
Class C (2)  9.4  7.8  7.3  21%  7% 
Class I (2)  3.0  2.4  1.2  25%  100% 
Other (3)  2.8  2.5  2.3  12%  9% 

Total open-end funds  53.4  42.7  36.3  25%  18% 
Private funds (4)  28.5  23.7  20.9  20%  13% 
Closed-end funds  29.9  21.8  18.2  37%  20% 
Total fund assets  111.8  88.2  75.4  27%  17% 
HNW and institutional account assets  22.2  21.0  20.0  6%  5% 
Retail managed account assets  12.0  8.2  6.1  46%  34% 
Total separate account assets  34.2  29.2  26.1  17%  12% 
Total  $ 146.0  $ 117.4  $ 101.5  24%  16% 

(1) Assets under management attributable to acquisitions that closed during the relevant periods are included on 
a weighted average basis for the period from their respective closing dates.  

(2) Includes bank loan interval funds with similar pricing structures. 
(3) Includes other classes of Eaton Vance open-end funds and non-Eaton Vance funds subadvised by Atlanta 

Capital, Fox Asset Management and Parametric Portfolio Associates. 
(4) Includes privately offered equity and bank loan funds and CDO entities. 

Results of Operations

We reported net income of $142.8 million, or $1.06 per diluted share, in fiscal 2007 compared to $159.4 
million, or $1.17 per diluted share, in fiscal 2006 and $138.7 million, or $0.99 per diluted share, in fiscal 
2005. Operating results for fiscal 2007 reflect the payment of $76.0 million in one-time structuring fees and 
$14.8 million in marketing incentives related to three closed-end funds offered during the fiscal year. These 
one-time structuring fees and marketing incentives, which are included in distribution expense and 
compensation expense, respectively, reduced fiscal 2007 earnings by $0.41 per diluted share. Operating 
results for fiscal 2007 also include payments totaling $52.2 million to Merrill, Lynch, Pierce, Fenner & 
Smith and A.G. Edwards & Sons, Inc. to terminate compensation agreements in respect of certain of our 
previously offered closed-end funds under which we were obligated to make payments over time based 
on the assets of the respective closed-end funds.  These one-time termination payments, which are 
included in distribution expense, reduced diluted earnings for fiscal 2007 by approximately $0.24 per 
share. Earnings for the fiscal year were also reduced by $3.9 million, or $0.02 per diluted share, by costs 
associated with the management reorganization of Eaton Vance Distributors, Inc. (“EVD”) announced in 
October and a loss of $6.7 million, or $0.03 per diluted share, realized on an interest rate lock entered into 
in connection with the offering of senior notes.  
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Fiscal 2006 results include the acceleration of non-cash amortization to write off intangible assets of $8.9 
million, or $0.04 per diluted share, relating to the termination of certain institutional and high-net-worth 
asset management contracts at Fox Asset Management, as well as the recognition of $9.8 million in 
interest expense and the write-off of $1.5 million of deferred financing fees associated with the retirement 
of EVM’s zero-coupon exchangeable notes in August 2006. The additional interest expense and the write-
off of the deferred financing fees reduced fiscal 2006 earnings by $0.06 per diluted share. 

In conjunction with the adoption of Statement of Financial Accounting Standards (“SFAS”) No. 123R, 
“Share-Based Payment,” in the first quarter of fiscal 2006, we recognized a cumulative effect of change in 
accounting principle. In our calculations of stock option expense for the purposes of pro forma disclosure 
in previous filings, we chose to recognize forfeitures when they occurred rather than estimate them at 
grant date. Upon adoption of SFAS No. 123R, we were required to recognize the difference between 
actual forfeitures of awards granted prior to adoption and the calculation of expected forfeitures for these 
awards as an adjustment to compensation cost. The cumulative effect, net of tax, was $0.6 million. 

Results of Operations 

For the Years Ended 
October 31, 

(in thousands, except per share data) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005

Net income  $142,811  $159,377  $138,706  -10%  15% 
Earnings per share before cumulative 
   effect of change in accounting 
   principle: 
     Basic  $1.15  $1.25  $1.05  -8%  19% 
     Diluted  $1.06  $1.18  $0.99  -10%  19% 
Earnings per share: 
  Basic  $1.15  $1.25  $1.05  -8%  19% 
  Diluted  $1.06  $1.17  $0.99  -9%  18% 
Operating margin  21%  31%  31%  NM  NM 

In evaluating operating performance we consider operating income and net income, which are calculated 
on a basis consistent with accounting principles generally accepted in the United States of America 
(“GAAP”), as well as adjusted operating income, an internally derived non-GAAP performance measure. 
We define adjusted operating income as operating income plus closed-end fund structuring fees and one-
time payments, stock-based compensation and any write-off of intangible assets or goodwill. We believe 
that adjusted operating income is a key indicator of our ongoing profitability and therefore use this 
measure as the basis for calculating performance-based management incentives. Adjusted operating 
income is not, and should not be construed to be, a substitute for operating income computed in 
accordance with GAAP. However, in assessing the performance of the business, our management and the 
Board of Directors look at adjusted operating income as a measure of underlying performance, since 
amounts resulting from one-time events (e.g., the offering of a closed-end fund) do not necessarily 
represent normal results of operations. In addition, when assessing performance, management and the 
Board look at performance both with and without stock-based compensation. 
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The following table provides a reconciliation of operating income to adjusted operating income: 

For the Years Ended 
October 31,

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005

Operating income $ 232,937 $ 264,966 $ 232,607 -12% 14% 
 Closed-end fund structuring fees  75,998  1,610  9,290 NM -83% 
 Payments to terminate closed- 
 end fund compensation 
 agreements  52,178  -  -  NM NM
 Write-off of intangible assets  -  8,876  - NM NM 
 Stock-based compensation  43,304  36,314  28,655 19% 27% 
Adjusted operating income $ 404,417 $ 311,766 $ 270,552 30% 15% 
Adjusted operating margin  37%  36%  36% 

Revenue 

Our average effective fee rate (total revenue as a percentage of average assets under management) was 74 
basis points in fiscal 2007 compared to 73 basis points in fiscal 2006 and 74 basis points in fiscal 2005.   

Revenue 
For the Years Ended 

October 31, 

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005

Investment advisory and 
 administration fees $ 773,612 $ 594,632 $ 503,085  30%  18% 
Distribution and underwriter fees (1)  148,369  139,111  138,485  7%  0% 
Service fees (1)  154,736  124,025  105,202  25%  18% 
Other revenue  7,383  4,426  6,403  67%  -31% 
Total revenue $ 1,084,100 $ 862,194 $ 753,175  26%  14% 

(1) Certain amounts from prior years have been reclassified to conform to the current year presentation. See 
footnote 1 in Item 8 for further discussion of this change. 

Investment advisory and administration fees 
Investment advisory and administration fees are determined by contractual agreements with our sponsored 
funds and separate accounts and are generally based upon a percentage of the market value of assets under 
management. Net asset flows and changes in the market value of managed assets affect the amount of 
managed assets on which investment advisory and administration fees are earned, while shifts in asset mix 
affect the Company’s average effective fee rate. 

The increase in investment advisory and administration fees of 30 percent and 18 percent in fiscal 2007 and 
2006, respectively, over the same periods a year earlier can be attributed primarily to an increase in average 
assets under management, which increased by 24 percent and 16 percent in fiscal 2007 and 2006, 
respectively, and a modest increase in our average effective investment advisory and administration fee rates. 
Fund average effective fee rates increased to 59 basis points in fiscal 2007 from 57 basis points and 56 basis 
points in fiscal 2006 and 2005, respectively. Separately managed account average effective fee rates were 32 
basis points in fiscal 2007, 2006 and 2005.  
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Distribution and underwriter fees 
Distribution plan payments, which are made under contractual agreements with our sponsored funds, are 
calculated as a percentage of average assets under management in specific share classes of our mutual funds, 
as well as certain private funds.  These fees fluctuate with both the level of average assets under management 
and the relative mix of assets. Underwriter commissions are earned on the sale of shares of our sponsored 
mutual funds on which investors pay a sales charge at the time of purchase (Class A share sales). Sales 
charges and underwriter commissions are waived or reduced on sales that exceed specified minimum 
amounts and on certain categories of sales. Underwriter commissions fluctuate with the level of Class A share 
sales and the mix of Class A shares offered with and without sales charges. 

Distribution plan payments increased 6 percent, or $7.1 million, to $133.3 million in fiscal 2007, reflecting an 
increase in average Class A, Class C and certain private fund assets subject to distribution fees, partially 
offset by a decrease in average Class B share assets. Class A share distribution fees increased by 124 percent 
to $2.3 million, reflecting a 131 percent increase in average Class A share assets that are subject to 
distribution fees (primarily in funds advised by Lloyd George Management).  Class C and certain private 
fund distribution fees increased by 21 percent and 15 percent to $67.5 million and $13.7 million, respectively, 
reflecting increases in average assets subject to distribution fees of 20 percent and 12 percent, respectively. 
Class B share distribution fees decreased by 14 percent to $49.5 million, reflecting a decrease in average 
Class B share assets under management of 12 percent year-over-year. Underwriter fees and other distribution 
income increased 17 percent, or $2.2 million, to $15.0 million in fiscal 2007, primarily reflecting an increase 
of $0.4 million in underwriter fees received on sales of Class A shares and an increase of $1.3 million in 
contingent deferred sales charges received on certain Class A share redemptions. 

Distribution plan payments decreased 4 percent, or $4.8 million, to $126.3 million in fiscal 2006, reflecting a 
decrease in average Class B share assets subject to distribution fees, partially offset by an increase in average 
Class A, Class C and certain private fund assets subject to distribution fees. Class B share distribution fees 
decreased by 13 percent to $57.7 million, reflecting a decrease in average Class B share assets under 
management of 12 percent. Class A share distribution fees increased by 44 percent to $1.0 million, reflecting 
a 56 percent increase in average Class A share assets under management subject to distribution fees. Class C 
and certain private fund distribution fees increased by 5 percent and 14 percent to $55.6 million and $11.9 
million, respectively, reflecting increases in average assets subject to distribution fees of 6 percent and 7 
percent, respectively. Underwriter fees and other distribution income increased 61 percent, or $4.8 million, to 
$12.8 million in fiscal 2006, primarily reflecting an increase of $3.3 million in underwriter fees received on 
sales of Class A shares and an increase of $1.0 million in contingent deferred sales charges received on 
certain Class A share redemptions. 

Service fees 
Service plan payments, which are made under contractual agreements with our sponsored funds, are 
calculated as a percent of average assets under management in specific share classes of our mutual funds 
(principally Classes A, B and C) as well as certain private funds. Service fees represent payments made by 
sponsored funds to EVD as principal underwriter for service and/or the maintenance of shareholder accounts. 

Service fee revenue increased by 25 percent in fiscal 2007, primarily reflecting a 23 percent increase in 
average assets under management in Class A, B, and C shares and private funds that pay service fees. Service 
fee revenue increased by 18 percent in fiscal 2006, reflecting a 15 percent increase in average Class A, B, C 
and certain private fund assets under management.   
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Other revenue 
Other revenue, which consists primarily of shareholder service fees, miscellaneous dealer income, custody 
fees, and investment income earned by consolidated funds, increased by 67 percent in fiscal 2007. The 
increase in other revenue in fiscal 2007 can be attributed primarily to realized and unrealized gains and losses 
on securities classified as trading. The 31 percent decrease in other revenue in fiscal 2006 can be attributed 
primarily to a decrease in investment income related to Eaton Vance Institutional Short Term Income Fund 
and Eaton Vance Institutional Short Term Treasury Fund, which we stopped consolidating in April 2005 and 
April 2006, respectively. Other revenue for fiscal 2007, 2006 and 2005 includes $1.5 million, $1.2 million 
and $2.2 million, respectively, of investment income related to consolidated funds and certain limited 
partnerships for the periods during which they were consolidated.  

Expenses 

Operating expenses increased by 43 percent in fiscal 2007, primarily reflecting increases in compensation and 
distribution expense driven by the offering of $10.0 billion in new closed-end funds in fiscal 2007, current 
year payments to terminate certain closed-end fund compensation agreements, an increase in adjusted 
operating income-based incentives driven by increased profitability, an increase in asset-based distribution 
expenses driven by an increase in average assets under management and an increase in other operating 
expenses as described below. Operating expenses increased by 15 percent in fiscal 2006, primarily reflecting 
increases in stock-based compensation associated with the implementation of SFAS No. 123R, increases in 
asset-based distribution expenses associated with an increase in average assets under management and 
increases in fund and other operating expenses as described below. 

Expenses 
For the Years Ended 

October 31, 

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005
Compensation of officers 
 and employees: 
 Cash compensation  $ 273,659  $ 208,306  $ 177,008  31%  18% 
 Stock-based compensation 43,304 36,314 28,655  19%  27% 
Total compensation of 
  officers and employees 316,963 244,620 205,663  30%  19% 
Distribution expense (1) 253,344 114,052 101,661  122%  12% 
Service fee expense (1) 121,748 98,262 87,983  24%  12% 
Amortization of deferred 
 sales commissions  55,060 52,048 63,535  6%  -18% 
Fund expenses 19,974 16,589 12,019  20%  38% 
Other expenses 84,074 71,657 49,707  17%  44% 
Total expenses  $ 851,163  $ 597,228  $ 520,568  43%  15% 

(1) Certain amounts from prior years have been reclassified to conform to the current year presentation. See 
footnote 1 in Item 8 for further discussion of this change. 

Compensation of officers and employees 
Compensation expense increased by 30 percent in fiscal 2007, reflecting increases in both cash and stock-
based compensation expense. The increase in cash compensation expense of 31 percent, or $65.4 million, can 
be primarily attributed to $14.8 million in closed-end fund incentive compensation paid; an increase in other 
sales incentives of $10.0 million, reflecting the increase in open-end fund and retail managed account sales; 
an increase in base compensation, employee benefits and payroll taxes of 14 percent, or $14.0 million, 
reflecting an 11 percent increase in average headcount; an increase in severance costs of $3.9 million 
associated with the reorganization of EVD in October 2007; and an increase in adjusted operating income-
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based incentives of 36 percent or, $23.5 million, primarily reflecting a 30 percent increase in adjusted 
operating income. The increase in headcount in fiscal 2007 reflects additions to our investment management, 
marketing and operations teams.  Stock-based compensation increased by 19 percent or $7.0 million, 
reflecting an 11 percent increase in average headcount and the acceleration of the recognition of stock-based 
compensation expense associated with option grants made to retirement-eligible employees.  

Compensation expense increased by 19 percent in fiscal 2006 reflecting an 18 percent, or $31.3 million, 
increase in cash compensation expense and a 27 percent, or $7.7 million, increase in stock-based 
compensation expense. The increase in cash compensation expense can be primarily attributed to an increase 
in base compensation, employee benefits and income taxes of 19 percent, or $12.6 million, reflecting a 15 
percent increase in average headcount and an increase in adjusted operating income-based incentives of 29 
percent, or $14.7 million, reflecting in part a 15 percent increase in adjusted operating income. Stock-based 
compensation increased by 27 percent, or $7.7 million, reflecting in part a 15 percent increase in average 
headcount and the acceleration of the recognition of stock-based compensation associated with option grants 
made to retirement-eligible employees. 

Our retirement policy provides that an employee is eligible for retirement at age 65, or for early retirement 
when the employee reaches age 55 and has a combined age plus years of service of at least 75 years or with 
our consent. Because many of our outstanding stock options allow for nonforfeiture of options upon 
retirement, the adoption of SFAS No. 123R on November 1, 2005 resulted in the immediate recognition of 
compensation expense at grant date for all awards granted to retirement-eligible employees on or after the 
adoption of SFAS No. 123R. For awards granted to employees approaching retirement eligibility, the 
adoption of SFAS No. 123R resulted in compensation expense on a straight-line basis over the period from 
the grant date through the retirement eligibility date. Stock-based compensation expense for employees who 
will not become retirement eligible during the vesting period of the options (five years) is recognized on a 
straight-line basis. Prior to the implementation of SFAS No. 123R, and consistent with SFAS No. 123, it had 
been our policy to recognize all stock-based compensation expense over the vesting period without regard to 
retirement eligibility. 

The accelerated recognition of compensation cost for employees who are retirement-eligible or are nearing 
retirement eligibility under our retirement policy is applicable for all grants made on or after our adoption of 
SAFS No. 123R (November 1, 2005). The accelerated recognition of compensation expense associated with 
stock option grants to retirement-eligible employees in the quarter when the options are granted (the first 
quarter of each fiscal year) reduces the associated stock-based compensation expense recognized in 
subsequent quarters. 

Distribution expense 
Distribution expense consists primarily of ongoing payments made to distribution partners pursuant to 
third-party distribution arrangements for certain Class C share and closed-end fund assets, calculated as a 
percentage of average assets under management, commissions paid to broker/dealers on the sale of Class 
A shares at net asset value, structuring fees paid on new closed-end fund offerings and other marketing 
expenses, including marketing expenses associated with revenue sharing arrangements with our 
distribution partners. 

Distribution expense increased by 122 percent, or $139.3 million, in fiscal 2007, primarily reflecting the 
payment of $76.0 million in one-time structuring fees associated with the offering of three closed-end 
funds: Eaton Vance Tax-Managed Diversified Equity Fund in the first quarter of fiscal 2007, Eaton Vance 
Tax-Managed Global Diversified Equity Income Fund in the second quarter of fiscal 2007, and Eaton 
Vance Risk-Managed Diversified Equity Income Fund in the third quarter of fiscal 2007. Distribution 
expense for fiscal 2007 also includes $52.2 million in payments made to Merrill Lynch, Pierce, Fenner & 
Smith and A.G. Edwards & Sons, Inc. to terminate certain closed-end fund compensation agreements 
under which we were obligated to make recurring payments over time based on the assets of the 
respective closed-end funds. Class C distribution fees increased by $6.2 million to $46.1 million in fiscal  
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2007, reflecting the increase in Class C share sales and assets year-over-year. Marketing expenses 
associated with revenue sharing arrangements with our distribution partners increased by $6.7 million to 
$26.1 million in fiscal 2007, reflecting the increase in sales and assets under management that are subject 
to these arrangements.  

Distribution expense increased by 12 percent in fiscal 2006, largely as a result of increases in average 
closed-end fund assets and other assets subject to third-party distribution and revenue-sharing 
arrangements. 

Service fee expense 
Service fees we receive from sponsored funds are generally retained in the first year and paid to 
broker/dealers after the first year pursuant to third-party service arrangements. These fees are calculated 
as a percent of average assets under management in specific share classes of our mutual funds (principally 
Classes A, B, and C) as well as certain private funds. Service fee expense increased by 24 percent in fiscal 
2007 and 12 percent in fiscal 2006, reflecting increases in average fund assets retained more than one year 
in funds and share classes that are subject to service fees. 

Amortization of deferred sales commissions 
Amortization expense is affected by ongoing sales and redemptions of mutual fund Class B shares, Class 
C shares and certain private funds. Amortization of deferred sales commissions increased by 6 percent in 
fiscal 2007 due to the increase in Class C share deferred sales commissions, which are amortized over a 
12 month period, offset by a decrease in Class B share deferred sales commissions, which are amortized 
over a period not to exceed six years. Class C share sales increased by 38 percent in fiscal 2007, while 
Class B share sales declined by 24 percent. As a result of this change in product mix, amortization of 
deferred sales commissions as a percentage of average deferred sales commission assets increased to 51 
percent in fiscal 2007 from 44 percent in fiscal 2006.  

Amortization expense in fiscal 2006 decreased by 18 percent, primarily reflecting a decrease in Class B 
share deferred sales commissions. 

Fund expenses 
Fund expenses consist primarily of fees paid to subadvisors, compliance costs and other fund-related 
expenses we incurred. Fund expenses increased by 20 percent in fiscal 2007 and 38 percent in fiscal 2006, 
primarily reflecting increases in subadvisory fees and other fund-related expenses. The increase in 
subadvisory fees can be attributed to the increase in average assets under management in funds for which 
external investment advisors act as subadvisors. The increase in other fund-related expenses can be 
attributed to an increase in fund expenses for certain institutional funds for which we are paid an all-in 
management fee and bear the funds’ non-advisory expenses. 

Other expenses 
Other expenses consist primarily of travel, facilities, information technology, consulting, communications 
and other corporate expenses, including the amortization of intangible assets.  

Other expenses increased by 17 percent, or $12.4 million, in fiscal 2007, primarily reflecting increases in 
travel expense of $2.8 million, facilities-related expenses of $5.9 million, information technology expense of 
$8.9 million and consulting expense of $3.2 million offset by a decrease in the amortization of intangible 
assets of $9.0 million. The increase in travel expense can be attributed primarily to additional travel costs 
incurred in connection with the three closed-end fund offerings during the fiscal year. The increase in 
facilities-related expenses can be attributed to an increase in rent and insurance associated with additional 
office space leased to support the growth in headcount and accelerated amortization of leasehold 
improvements in anticipation of our move to new corporate headquarters in Boston in fiscal 2009. The 
increase in information technology expense can be attributed to an increase in outside data services and 
consulting costs incurred in conjunction with several significant system implementations. The increase in 
consulting costs can be attributed primarily to increases in recruiting, other general consulting and audit costs 
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in fiscal 2007. The decrease in the amortization of intangible assets reflects the $8.9 million write-off of 
intangible assets relating to the termination of certain institutional and high-net-worth asset management 
contracts at Fox Asset Management in fiscal 2006. 

Other expenses increased by 44 percent, or $22.0  million, in fiscal 2006, primarily reflecting increases in 
facilities-related expenses of $3.7 million, information technology expense of $8.4 million and 
amortization of intangible assets of $7.7 million. The increase in facilities-related expenses can be 
attributed to an increase in rent associated with additional office space leased in our existing facilities to 
support the increase in headcount, additional building expenses associated with the build-out of that office 
space and related increases in insurance and depreciation. The increase in information technology expense 
can be attributed to an overall increase in data services and costs incurred in fiscal 2006 in conjunction 
with several significant system implementations.  

The increase in the amortization of intangible assets in fiscal 2006 reflects the write-off of intangible assets 
relating to the termination of certain institutional and high-net-worth asset management contracts at Fox 
Asset Management. The write-off, which totaled $8.9 million, or $0.04 per diluted share, was computed by 
comparing the net present value of the projected future client cash flows to the carrying value of the 
intangible asset at April 30, 2006.  

Other Income and Expense 

For the Years Ended 
October 31, 

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005

Interest income  $10,511   $ 8,033  $ 4,354  31%  84% 
Interest expense  (2,894) (12,850) (1,464)  -77%  778% 
Gains (loss) on investments (1,943) 3,667 38  NM  NM 
Foreign currency losses (262) (222) (32)  18%  594% 
Impairment loss on investments - (592) (2,120)  NM  -72% 
Total other income (expense)  $ 5,412  $ (1,964)  $ 776  NM  NM 

Interest income increased by $2.5 million, or 31 percent, in fiscal 2007, primarily reflecting additional 
interest income earned on proceeds from our $500.0 million senior notes offering that funded on October 
2, 2007. Interest income increased by 84 percent in fiscal 2006, primarily due to an increase in short-term 
interest rates offset by a decrease in interest income earned on our minority equity investments in CDO 
entities.

Interest expense decreased by $10.0 million, or 77 percent, in fiscal 2007, primarily due to EVM’s 
redemption of its zero-coupon exchangeable senior notes (“Exchangeable Notes”) in August 2006 offset 
by interest accrued on our senior notes issued in October. 

Interest expense increased by $11.4 million, or 778 percent, in fiscal 2006, primarily due to EVM’s 
redemption of the Exchangeable Notes in August 2006. Upon receipt of EVM’s notice of its intent to 
redeem the Exchangeable Notes for cash, noteholders had the option to exchange the Exchangeable Notes 
into Eaton Vance Corp. Non-Voting Common Stock. EVM ultimately had the right to settle the exchange 
in cash in lieu of shares. As a result of the redemption and resultant settlement in cash, EVM recognized 
$9.8 million in additional interest expense representing the premium value of the shares that would have 
been issued upon exchange in excess of the accreted value of the Exchangeable Notes on the redemption 
date. EVM recognized an additional $1.5 million in interest expense representing the write-off of related 
remaining debt issuance costs. 
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In fiscal 2007, we incurred net realized losses on investments totaling $1.9 million, consisting of a $6.7 
million loss on the termination of an interest rate lock offset by net investment gains of $3.0 million 
realized on the disposition of certain investments in sponsored funds and $1.8 million realized on the 
liquidation of an investment in a collateralized debt obligation entity, respectively. The interest rate lock 
was entered into as a hedge against adverse movements in Treasury rates in anticipation of the issuance of 
senior notes with a maturity in excess of ten years. When we determined that we would not issue senior 
notes with a maturity in excess of ten years, the interest rate lock was terminated and the net settlement 
amount was recorded as a loss on investments. 

In fiscal 2006, we recognized net gains of $2.2 million upon the disposition of certain investments in 
sponsored funds and $1.4 million in gains on liquidation of investments in two CDO entities. 

In addition, we recognized an impairment loss of $0.6 million in fiscal 2006 related to our investments in 
two CDO entities. The impairment loss resulted from the effect of tightening credit spreads and higher 
than forecasted prepayment rates on the entities’ investments.  

Income Taxes 

Our effective tax rate (income taxes as a percentage of income before income taxes, minority interest, 
equity in net income of affiliates, and the cumulative effect of a change in accounting principle) was 39 
percent in fiscal 2007, 2006 and 2005.   

Our policy for accounting for income taxes includes monitoring our business activities and tax policies to 
ensure that we are in compliance with federal, state and foreign tax laws. In the ordinary course of 
business, various taxing authorities may not agree with certain tax positions we have taken, or applicable 
law may not be clear. We periodically review these tax positions and provide for and adjust as necessary 
estimated liabilities relating to such positions as part of our overall tax provision. There were no 
significant changes to our overall tax position during fiscal 2007. 

Minority Interest 

Minority interest increased by 23 percent, 1 percent and 10 percent in fiscal 2007, 2006 and 2005, 
respectively, primarily due to the increased profitability of majority-owned subsidiaries Atlanta Capital 
and Parametric Portfolio Associates.  

Minority interest is not adjusted for taxes due to the underlying tax status of our consolidated subsidiaries. 
Atlanta Capital, Fox Asset Management, Parametric Portfolio Associates and Parametric Risk Advisors 
are limited liability companies that are treated as partnerships for tax purposes. Funds we consolidate are 
registered investment companies or private funds that are treated as pass-through entities for tax purposes. 

Equity in Net Income of Affiliates, Net of Tax 

Equity in net income of affiliates, net of tax, at October 31, 2007 reflects our 20 percent minority equity 
interest in Lloyd George Management and a 7 percent minority equity interest in a private equity 
partnership. Equity in net income of affiliates, net of tax, decreased by $0.4 million, or 10 percent, in 
fiscal 2007 primarily due to our sale of certain investments in sponsored mutual funds that were 
accounted for under the equity method in prior periods, offset by increases in equity in net income of both 
Lloyd George Management and the private equity partnership. Equity in net income of affiliates, net of 
tax, increased by $3.1 million, or 253 percent, in fiscal 2006, primarily due to a $2.8 million increase in 
net income (after tax) attributed to our minority equity investment in Eaton Vance Institutional Short 
Term Income Fund.  
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Changes in Financial Condition and Liquidity and Capital Resources 

The following table summarizes certain key financial data relating to our liquidity and capital resources 
on October 31, 2007, 2006 and 2005 and for the years then ended: 

Balance Sheet and Cash Flow Data 

October 31,

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005
Balance sheet data: 
 Cash and cash equivalents  $434,957  $206,705  $146,389  110%  41% 
 Short-term investments  50,183  20,669  127,858  143%  -84% 
 Long-term investments  86,111  73,075  61,766  18%  18% 
 Deferred sales commissions  99,670  112,314  126,113  -11%  -11%

 Long-term debt  500,000  -  75,467  NM  -100% 
 Deferred income taxes  11,740  22,520  29,804  -48%  -24% 

For the Years Ended 
October 31,

(in thousands) 2007 2006 2005
2007 vs. 

2006
2006 vs. 

2005
Cash flow data: 
 Operating cash flows  $266,357  $262,851  $104,052  1%  153% 
 Investing cash flows  (75,354) (26,197)  (30,868)  188%  -15% 
 Financing cash flows  37,196  (176,407)  (73,856)  NM  139% 

Our financial condition is highly liquid, with a significant percentage of our assets represented by cash 
and cash equivalents. Short-term investments include investments in our sponsored cash management 
funds. Long-term investments consist principally of investments in certain of our sponsored mutual funds, 
investments in affiliates and investments in CDO entities.  

We had significant demands on our cash flow during fiscal 2007.  Cash outflows included $52.2 million 
in one-time payments made by the Company to terminate certain closed-end fund compensation 
agreements, $76.0 million in structuring fee payments related to new closed-end fund offerings and $14.8 
million in sales-based incentives related to new closed-end fund offerings.  

Deferred sales commissions paid to broker/dealers in connection with the distribution of the Company’s 
Class B and Class C fund shares, as well as certain private funds, decreased by 11 percent in both fiscal 2007 
and fiscal 2006, primarily reflecting the ongoing decline in Class B share sales and assets. Deferred income 
taxes, which relate principally to the deferred tax liability for deferred sales commissions offset by the 
deferred tax benefit for stock-based compensation, decreased by 48 percent in fiscal 2007 and 24 percent in 
fiscal 2006. Upon adoption of SFAS No. 123R in the first quarter of fiscal 2006, the Company established a 
deferred tax asset of $21.3 million. 

In October 2007, we issued $500.0 million in aggregate principal amount of 6.5% ten-year senior notes due 
2017.

28

175734.FIN.CS3.indd   28175734.FIN.CS3.indd   28 1/15/08   7:17:44 PM1/15/08   7:17:44 PM



The following table details our future contractual obligations as of October 31, 2007: 

Contractual Obligations Payments due 

(in millions) Total 
Less than 1 

Year 
1-3

Years 
4-5

Years 
After 5 
Years 

Operating leases – facilities 
   and equipment $198.9  $10.4  $25.4  $26.1 $137.0
Senior notes 500.0  -  -  - 500.0
Investment in private equity 
   partnership 7.4  -  7.4  - -
Total $706.3  $10.4  $32.8  $26.1 $637.0

In July 2006, we committed to invest $15.0 million in a private equity partnership that invests in companies 
in the financial services industry. As of October 31, 2007, we had invested $7.6 million of the total $15.0 
million of committed capital.  

In September 2006, we signed a long-term lease to move the Company’s corporate headquarters to a new 
location in Boston. The lease will commence in May 2009. 

Excluded from the table above are future payments to be made by us to purchase the interests retained by 
minority investors in Atlanta Capital, Fox Asset Management, Parametric Portfolio Associates and Parmetric 
Risk Advisors. The acquisition agreements provide the minority shareholders the right to require us to 
purchase these retained interests at specific intervals over time. These agreements also provide us with the 
right to require the minority shareholders to sell their retained equity interests to us at specific intervals over 
time, as well as upon the occurrence of certain events such as death and permanent disability. These 
purchases and sales can occur at varying times in varying amounts over the next six years, and will generally 
be based upon a multiple of earnings before interest and taxes, a measure that is intended to represent fair 
market value. Although the timing and amounts of these purchases cannot be predicted with certainty, we 
anticipate that the purchase of minority interests in our consolidated subsidiaries may be a significant use of 
cash in future years. 

In the third quarter of fiscal 2007, minority shareholders of Parametric Portfolio Associates exercised a put 
option whereby units representing a 2 percent capital interest in Parametric Portfolio Associates were sold to 
us for $6.1 million, increasing our capital ownership interest from 82 to 84 percent. In addition, we purchased 
a 3 percent interest in Atlanta Capital from minority interest holders for $2.9 million upon exercise of a 
minority investor put option in the third quarter of fiscal 2007, increasing the Company’s ownership interest 
from 77 percent to 80 percent.  The additional purchase price in each case was allocated between intangible 
assets and goodwill based on an independent valuation. Minority interest decreased by $0.3 million as a result 
of these transactions. 

In April 2007, Parametric Portfolio Associates announced the signing of a definitive agreement with 
Managed Risk Advisors, LLC, an investment management and derivatives investment advisory firm 
based in Westport, Connecticut, to merge with Parametric Risk Advisors LLC, a newly formed 
Parametric Portfolio Associates’ affiliate. The transaction was completed on May 1, 2007. Parametric 
Risk Advisors is owned 60 percent by its principals and 40 percent by Parametric Portfolio Associates. 
Pursuant to the acquisition agreements, Parametric Portfolio Associates will have the right to require the 
other shareholders in Parametric Risk Advisors to sell their equity interests to Parametric Portfolio 
Associates at specific intervals over time at a price based upon a multiple of earnings before interest and 
taxes, a measure that is intended to represent fair market value.   

In fiscal 2006, the Company exercised a call option and purchased an additional 2 percent interest in 
Parametric Portfolio Associates from minority interest holders for $4.0 million, increasing the Company’s 
capital ownership interest from 80 percent to 82 percent. In addition, the Company purchased an additional 7 
percent interest in Atlanta Capital from minority interest holders for $7.2 million upon exercise of a minority 
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investor put option, increasing the Company’s ownership from 70 to 77 percent. The additional purchase 
price in each case was allocated between intangible assets and goodwill based on independent valuations. 
Minority interest decreased by $0.3 million as a result of these transactions. 

On July 28, 2006, EVM announced its intention to redeem for cash all of its outstanding Exchangeable Notes 
($110.9 million principal amount at maturity with an accreted value on redemption date of $76.4 million). 
Upon receipt of EVM’s notice of its intent to redeem, holders of the Exchangeable Notes had the option to 
exchange the Exchangeable Notes into Eaton Vance Corp. Non-Voting Common Stock at a rate of 28.7314 
shares of common stock per $1,000 principal amount at maturity. All but $6,000 principal amount at maturity 
of the Exchangeable Notes were tendered for exchange into the Company’s Non-Voting Common Stock. 
EVM elected to pay the holders cash in lieu of delivering stock as provided for in the indenture agreement 
governing the Exchangeable Notes. As a result, EVM paid $86.2 million to holders who presented their 
Exchangeable Notes for exchange. The remaining Exchangeable Notes with a principal amount at maturity of 
$6,000 were redeemed by the Company for cash in the aggregate amount of $4,130. 

The redemption of the Exchangeable Notes described above resulted in the elimination of all of the 
Company’s then-outstanding long-term debt and reduced its diluted shares outstanding by 3.2 million shares. 
The $9.8 million premium value of the shares in excess of the accreted value of the Exchangeable Notes was 
recorded as interest expense, as was $1.5 million of related debt issuance costs that was written off. 
Approximately $2.6 million of the premium value was not deductible for tax purposes. 

We maintain a revolving credit facility with several banks, which expires on August 13, 2012.  The 
facility, which was extended in August 2007, provides that we may borrow up to $200.0 million at 
LIBOR-based rates of interest that vary depending on the level of usage of the facility and our credit 
ratings. The agreement contains financial covenants with respect to leverage and interest coverage and 
requires us to pay an annual commitment fee on any unused portion. On October 31, 2007, we had no 
outstanding borrowings under our revolving credit facility. 

Operating Cash Flows 

Our operating cash flows are calculated by adjusting net income to reflect changes in assets and liabilities, 
deferred sales commissions, stock-based compensation, deferred income taxes and investments classified as 
trading. Cash provided by operating activities totaled $266.4 million, $262.9 million and $104.1 million in 
the fiscal years ended October 31, 2007, 2006 and 2005, respectively. The increase in cash provided by 
operating activities in fiscal 2007 can be attributed primarily to an increase in cash provided by the purchase 
and sale of trading securities by consolidated mutual funds, which regularly purchase and sell securities. In 
fiscal 2007, net proceeds received from the purchase and sale of trading securities by our consolidated funds 
increased cash by $16.0 million. Net cash provided by (used for) the purchase and sale of trading securities 
totaled $30.6 million and ($68.8) million in fiscal 2006 and 2005. Operating cash flows in 2007 were reduced 
by $52.2 million in payments made to terminate certain closed-end fund compensation agreements and $76.0 
million in structuring fee payments related to the offering of three closed-end funds.  

Operating cash flows in 2007 also include the payment of $4.5 million to settle an interest rate lock 
transaction associated with our ten-year senior note offering. We entered into the interest rate lock to hedge 
against movement in ten-year Treasury prices between the time at which the decision was made to issue the 
debt and the pricing of the securities. At the time the debt was issued, we terminated the interest rate lock and 
settled the transaction in cash. At termination, the interest rate lock was determined to be a fully effective 
cash flow hedge and the $4.5 million settlement cost was recorded as a component of other comprehensive 
income. The amount recorded in other comprehensive income will ultimately be amortized over the life of 
the senior notes and recorded as a component of interest expense. 

30

175734.FIN.CS3.indd   30175734.FIN.CS3.indd   30 1/15/08   7:17:44 PM1/15/08   7:17:44 PM



Capitalized sales commissions paid to financial intermediaries for the distribution of our Class B and Class C 
fund shares and certain private funds increased by $1.9 million in fiscal 2007, due primarily to a 38 percent 
increase in Class C share sales. Capitalized sales commissions increased by $6.9 million in fiscal 2006 due 
primarily to a 23 percent increase in Class C share sales. We anticipate that the payment of capitalized sales 
commissions will continue to be a significant use of cash in the future.  

Investing Cash Flows 

Investing activities consist primarily of the purchase of equipment and leasehold improvements, the 
purchase of equity interests from minority investors in our majority owned subsidiaries, and the purchase 
and sale of investments in our sponsored mutual funds and other sponsored investment products that we 
do not consolidate. Cash used for investing activities totaled $75.4 million, $26.2 million and $30.9 
million in fiscal 2007, 2006 and 2005, respectively.  

In fiscal 2007, additions to equipment and leasehold improvements totaled $12.7 million, compared to 
$12.7 million in fiscal 2006 and $3.4 million in fiscal 2005. Fiscal 2007 and 2006 additions reflect 
leasehold improvements made in conjunction with additional office space leased to accommodate the 
increase in headcount in those years. Investing cash flows in fiscal 2007 also reflect the purchase of an 
additional 2 percent interest in Parametric Portfolio Associates and an additional 3 percent interest in 
Atlanta Capital for a total of $9.1 million. These purchases increased our ownership interests in 
Parametric Portfolio Associates and Atlanta Capital to 84 percent and 80 percent, respectively. Fiscal 
2006 and 2005 purchases of additional interests in majority-owned subsidiaries totaled $11.3 million and 
$0.4 million, respectively. In fiscal 2007, the purchase and sale of available-for-sale investments resulted 
in a net use of cash totaling $52.9 million. In fiscal 2006 and 2005, the purchase and sale of available-for-
sale investments reduced investing cash flows by $0.5 million and $26.6 million, respectively.  

Financing Cash Flows 

Financing cash flows primarily reflect the issuance and repayment of long-term debt, the issuance and 
repurchase of our Non-Voting Common Stock, excess tax benefits associated with stock option exercises and 
the payment of dividends to our shareholders. Financing cash flows also include proceeds from the issuance 
of capital stock by consolidated investment companies and cash paid to meet redemptions by minority 
shareholders of these funds.  Cash provided by (used for) financing activities totaled $37.2 million, ($176.4) 
million and ($73.9) million in fiscal 2007, 2006 and 2005. 

In fiscal 2007, we repurchased a total of 10.8 million shares of our Non-Voting Common Stock for $442.3 
million under our authorized repurchase programs and issued 2.5 million shares of Non-Voting Common 
Stock in connection with the exercise of stock options and other employee stock purchases for total proceeds 
of $41.9 million. We have authorization to purchase an additional 7.2 million shares under our current share 
repurchase authorization and anticipate that future repurchases will continue to be a significant use of cash. 
Our dividends per share were $0.51 in fiscal 2007, $0.42 in fiscal 2006 and $0.34 in fiscal 2005.  We 
increased our quarterly dividend by 25 percent to $0.15 per share in the fourth quarter of fiscal 2007. We 
currently expect to continue to declare and pay comparable dividends on our Voting and Non-Voting 
Common Stock on a quarterly basis. 

In October 2007, we issued $500.0 million in aggregate principal amount of 6.5% ten year senior notes due 
2017. In conjunction with the senior note offering, we paid approximately $5.2 million in debt offering costs 
that will be amortized over the life of the notes and recognized as a component of interest expense.  

In August 2006, EVM retired in full its then outstanding Exchangeable Notes with an accreted value on 
redemption date of $76.4 million. We made no long-term debt payments in fiscal 2005.  
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We believe that proceeds from our $500.0 million senior note offering, cash provided by current 
operating activities and borrowings available under our $200.0 million credit facility will provide us with 
sufficient liquidity to meet our short-term and long-term operating needs. 

Off-Balance Sheet Arrangements

We do not invest in any off-balance sheet vehicles that provide financing, liquidity, market or credit risk 
support or engage in any leasing activities that expose us to any liability that is not reflected in the 
Consolidated Financial Statements.   

Critical Accounting Policies 

We believe the following critical accounting policies, among others, affect our more significant 
judgments and estimates used in the preparation of our consolidated financial statements. Actual results 
may differ from these estimates. 

Deferred Sales Commissions

Sales commissions paid to broker/dealers in connection with the sale of certain classes of shares of open-
end funds and private funds are generally capitalized and amortized over the period during which 
redemptions by the purchasing shareholder are subject to a contingent deferred sales charge, which does 
not exceed six years from purchase. Distribution plan payments received from these funds are recorded in 
revenue as earned. Contingent deferred sales charges and early withdrawal charges received from 
redeeming shareholders of these funds are generally applied to reduce the Company’s unamortized 
deferred sales commission assets. Should we lose our ability to recover such sales commissions through 
distribution plan payments and contingent deferred sales charges, the value of these assets would 
immediately decline, as would future cash flows. We periodically review the recoverability of deferred 
sales commission assets as events or changes in circumstances indicate that the carrying amount of 
deferred sales commission assets may not be recoverable and adjust the deferred sales commission assets 
accordingly. 

Goodwill and Intangible Assets  

Goodwill represents the excess of the cost of our investment in the net assets of acquired companies over 
the fair value of the underlying identifiable net assets at the dates of acquisition. We attribute all goodwill 
associated with the acquisitions of Atlanta Capital, Fox Asset Management and Parametric Portfolio 
Associates to a single reporting unit. Goodwill is not amortized but is tested at least annually for 
impairment by comparing the fair value of the reporting unit to its carrying amount, including goodwill. 
We establish fair value for the purpose of impairment testing using discounted cash flow analyses and 
appropriate market multiples. In this process, we make assumptions related to projected future earnings 
and cash flow, market multiples and applicable discount rates. Changes in these estimates could 
materially affect our impairment conclusion. 

Identifiable intangible assets generally represent the cost of client relationships and management contracts 
acquired. In valuing these assets, we make assumptions regarding useful lives and projected growth rates, 
and significant judgment is required. In most instances, we engage third party consultants to perform 
these valuations. We periodically review identifiable intangibles for impairment as events or changes in 
circumstances indicate that the carrying amount of such assets may not be recoverable. If the carrying 
amounts of the assets exceed their respective fair values, additional impairment tests are performed to 
measure the amount of the impairment loss, if any.  
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Accounting for Income Taxes 

Our effective tax rate reflects the statutory tax rates of the many jurisdictions in which we operate.  
Significant judgment is required in determining our effective tax rate and in evaluating our tax positions. 
In the ordinary course of business, many transactions occur for which the ultimate tax outcome is 
uncertain, and we adjust our income tax provision in the period in which we determine that actual 
outcomes will likely be different from our estimates. Contingent tax liabilities are established when, 
despite our belief that the tax return positions are fully supportable, there is the potential that they may be 
successfully challenged. These contingent tax liabilities, as well as the related interest, are adjusted 
regularly to reflect changing facts and circumstances. While we have considered future taxable income 
and ongoing tax planning in assessing our taxes, changes in tax laws may result in a change to our tax 
position and effective tax rate.  The Company classifies any interest or penalties incurred as a component 
of income tax expense. 

Deferred income taxes reflect the expected future tax consequences of temporary differences between the 
carrying amounts and tax bases of our assets and liabilities. Our deferred taxes relate principally to stock-
based compensation expense and capitalized sales commissions paid to broker/dealers. Under IRS 
regulations, stock-based compensation is deductible for tax purposes at the time the employee recognizes 
the income (upon vesting of restricted stock, exercise of non-qualified stock option grants and any 
disqualifying dispositions of incentive stock options).  Capitalized sales commission payments are 
deductible for tax purposes at the time of payment.  

As discussed in “Accounting Developments” below, our accounting for income taxes will be impacted by 
the adoption of FASB Interpretation No. 48, “Accounting for the Uncertainty in Income Taxes – an 
interpretation of FASB Statement No. 109” (“FIN 48”). 

Investments in CDO Entities  

We act as collateral or investment manager for a number of CDO entities pursuant to management 
agreements between us and each CDO entity.  At October 31, 2007, combined assets under management 
in these CDO entities upon which we earn a management fee were approximately $3.3 billion. We had 
combined investments of $19.0 million in five of these entities on October 31, 2007.  

We account for our investments in CDO entities under Emerging Issues Task Force (“EITF”) 99-20, 
“Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in 
Securitized Financial Assets.”  The excess of future cash flows over the initial investment at the date of 
purchase is recognized as interest income over the life of the investment using the effective yield method. 
We review cash flow estimates throughout the life of each CDO investment pool to determine whether an 
impairment of its investments should be recognized. Cash flow estimates are based on the underlying 
pool of collateral securities and take into account the overall credit quality of the issuers of the collateral 
securities, the forecasted default rate of the collateral securities and our past experience in managing 
similar securities. If the updated estimate of future cash flows (taking into account both timing and 
amounts) is less than the last revised estimate, an impairment loss is recognized based on the excess of the 
carrying amount of the investment over its fair value. Fair value is determined using current information, 
notably market yields and projected cash flows based on forecasted default and recovery rates that a 
market participant would use in determining the current fair value of the interest. Market yields, default 
rates and recovery rates used in our estimate of fair value vary based on the nature of the investments in 
the underlying collateral pools. In periods of rising credit default rates and lower debt recovery rates, the 
fair value, and therefore carrying value, of our investments in these CDO entities may be adversely 
affected. Our risk of loss in the CDO entities is limited to the $19.0 million carrying value of the 
investments on our Consolidated Balance Sheet at October 31, 2007. 
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A CDO entity issues non-recourse debt and equity securities, which are sold in a private offering to 
institutional and high-net-worth investors.  The CDO debt securities issued by the CDO entity are secured 
by collateral in the form of floating-rate bank loans, high-yield bonds and/or other types of approved 
securities that the CDO entity purchases. We manage the collateral securities for a fee and, in most cases, 
are a minority investor in the equity interests of the CDO entity. An equity interest in a CDO entity is 
subordinated to all other interests in the CDO entity and entitles the investor to receive the residual cash 
flows, if any, from the CDO entity. As a result, our equity investment in a CDO entity is highly sensitive 
to changes in the credit quality of the issuers of the collateral securities, including changes in the 
forecasted default rates and any declines in anticipated recovery rates. Our financial exposure to the CDO 
entities we manage is limited to our interests in the CDO entities as reflected in our Consolidated Balance 
Sheet.

Stock-Based Compensation 

Stock-based compensation expense reflects the fair value of stock-based awards measured at grant date, is 
recognized over the relevant service period, and is adjusted each period for anticipated forfeitures. The 
fair value of each option award is estimated on the date of grant using the Black-Scholes option valuation 
model. The Black-Scholes option valuation model incorporates assumptions as to dividend yield, 
volatility, an appropriate risk-free interest rate and the expected life of the option. Many of these 
assumptions require management’s judgment. Management must also apply judgment in developing an 
expectation of awards that may be forfeited. If actual experience differs significantly from these 
estimates, stock-based compensation expense and our results of operations could be materially affected. 

Loss Contingencies

We continually review any investor, employee or vendor complaints and pending or threatened litigation. 
The likelihood that a loss contingency exists is evaluated under the criteria of SFAS No. 5, “Accounting 
for Contingencies,” through consultation with legal counsel and a loss contingency is recorded if the 
contingency is probable and reasonably estimable at the date of the financial statements. There are no 
losses of this nature that are currently deemed probable and reasonably estimable, and thus none have 
been recorded in the financial statements included in this report. 

Inflation

Our assets are, to a large extent, liquid in nature and therefore we do not believe that inflation has had a 
material impact on our results of operations. To the extent that inflation or the expectation thereof results 
in rising interest rates, it may adversely affect our financial condition and results of operations. A 
substantial decline in the value of fixed-income or equity investments could adversely affect the net asset 
value of funds and accounts we manage, which in turn would result in a decline in revenue. 

Accounting Developments 

In December 2007, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 160, 
“Noncontrolling Interests in Consolidated Financial Statements, an Amendment of ARB No. 51.” SFAS 
No. 160 amends ARB No. 51 to establish accounting and reporting standards for noncontrolling interests 
in subsidiaries and for the deconsolidation of subsidiaries. It clarifies that a noncontrolling interest in a 
subsidiary is an ownership interest that should be reported as equity in the consolidated financial 
statements. The provisions of SFAS No. 160 are effective for fiscal years beginning on or after December 
15, 2008, and interim periods within those fiscal years.  SFAS No. 160 is effective for the Company’s 
fiscal year that begins on November 1, 2009.  We are currently evaluating the potential impact, if any, on 
our consolidated financial statements. 
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In December 2007, the FASB amended SFAS No. 141, “Business Combinations.” SFAS No. 141, as 
amended, establishes principles and requirements for how an acquirer recognizes and measures in its 
financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling 
interest in the acquiree. The provisions of SFAS No. 141, as amended, are effective for fiscal years 
beginning on or after December 15, 2008.  SFAS No. 141, as amended, is effective for the Company’s 
fiscal year that begins on November 1, 2009.  We are currently evaluating the potential impact, if any, on 
our consolidated financial statements. 

In June 2007, the FASB ratified the consensus reached by the EITF in EITF Issue No. 06-11, 
“Accounting for Income Tax Benefits of Dividends on Share-Based Payment Awards” (“EITF 06-11”).  
Under the provisions of EITF 06-11, a realized income tax benefit from dividends or dividend equivalents 
that are charged to retained earnings and are paid to employees for equity classified non-vested equity 
shares, non-vested equity share units, and outstanding equity share options should be recognized as an 
increase to additional paid-in capital.  The amount recognized in additional paid-in capital for the realized 
income tax benefit from dividends on those awards should be included in the pool of excess tax benefits 
available to absorb tax deficiencies on share-based payment awards.  EITF 06-11 should be applied 
prospectively to the income tax benefits that result from dividends on equity-classified employee share-
based payment awards that are declared in fiscal years beginning after December 15, 2007, and interim 
periods within those fiscal years.  EITF 06-11 is effective for the Company’s fiscal year that begins on 
November 1, 2008.  We are currently evaluating the potential impact of EITF 06-11, if any, on our 
consolidated financial statements. 

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities.” SFAS No. 159 permits entities to choose to measure many financial instruments 
and certain other items at fair value. The objective of the statement is to improve financial reporting by 
providing entities with the opportunity to mitigate volatility in reported earnings caused by measuring 
related assets and liabilities differently without having to apply complex hedge accounting provisions. 
The provisions of SFAS No. 159 are effective for fiscal years beginning after November 15, 2007. SFAS 
No. 159 is effective for the Company’s fiscal year that begins on November 1, 2008.  We are currently 
evaluating this standard and its impact, if any, on our consolidated financial statements.  

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 defines 
fair value, establishes a framework for measuring fair value, and expands disclosure requirements about 
fair value measurements. SFAS No. 157 applies under other accounting pronouncements that require or 
permit fair value measurements but does not in itself require any new fair value measurements. The 
provisions of SFAS No. 157 are effective for fiscal years beginning after November 15, 2007 and interim 
periods within those fiscal years. SFAS No. 157 is effective for the Company’s fiscal year that begins on 
November 1, 2008.  We are currently evaluating this standard and its impact, if any, on our consolidated 
financial statements.  

In June 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes—an 
interpretation of FASB Statement No. 109” (“FIN 48”), to clarify certain aspects of accounting for 
uncertain tax positions. FIN 48 clarifies the accounting for income taxes by prescribing a minimum 
recognition threshold for tax positions, “more-likely-than-not” (i.e. greater than 50 percent), before being 
recognized in the financial statements. FIN 48 is effective for fiscal years beginning after December 15, 
2006. We will adopt FIN 48 as of November 1, 2007, as required. 

FIN 48 provides that interest recognized as a result of the application of FIN 48 may be classified as 
either income taxes or interest expense. FIN 48 further provides that any penalties recognized as a result 
of applying FIN 48 may be classified in the financial statements as either income taxes or another expense 
classification. The classification of these items is based upon the accounting policy election of the 
company. Our historical accounting policy with respect to interest and penalties recognized for tax 
uncertainties has been to classify these amounts as income taxes. We will continue this classification upon 
the adoption of FIN 48. 
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We are continuing to evaluate the impact of FIN 48 on our financial statements, and currently anticipate 
recognizing a charge to retained earnings of approximately $5.0 million upon adoption.  In addition, we 
anticipate that, upon adoption, our deferred tax assets and income taxes payable will increase by 
approximately $85.0 million on the Company’s Consolidated Balance Sheet. 

Quantitative and Qualitative Disclosures about Market Risk 

In the normal course of business, our financial position is subject to different types of risk, including 
market risk.   Market risk is the risk that we will incur losses due to adverse changes in equity and bond 
prices, interest rates, credit risk or currency exchange rates.  Management is responsible for identifying, 
assessing and managing market and other risks. 

In evaluating market risk, it is important to note that most of our revenue is based on the market value of 
assets under management. As noted in “Risk Factors” in Item 1A, declines of financial market values will 
negatively impact our revenue and net income. 

Our primary direct exposure to equity price risk arises from our investments in sponsored equity funds, our 
equity interest in affiliates and equity securities held by sponsored funds we consolidate. Our investments in 
sponsored equity funds and equity securities are carried at fair value on our Consolidated Balance Sheets. 
Equity price risk as it relates to these investments represents the potential future loss of value that would 
result from a decline in the fair values of the fund shares or underlying equity securities. The following is a 
summary of the effect that a 10 percent increase or decrease in equity prices would have on our investments 
subject to equity price fluctuation at October 31, 2007: 

(in thousands) 
Carrying 

Value 

Carrying 
Value 

assuming a 
10%

increase 

Carrying 
Value 

assuming a 
10%

decrease 

Trading: 
   Equity securities  $14,368  $15,805  $12,931 
Available-for-sale securities: 
    Sponsored funds  82,627  90,890  74,364 
    Investment in affiliates  16,297  17,927  14,667 
Total  $113,292  $124,622  $101,962 
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Our primary direct exposure to interest rate risk arises from our investment in fixed and floating-rate income 
funds sponsored by us and debt securities held by sponsored funds we consolidate. We considered the 
negative effect on pre-tax interest income of a 50 basis point (0.50 percent) decline in interest rates as of 
October 31, 2007. A 50 basis point decline in interest rates is a hypothetical scenario used to demonstrate 
potential risk and does not represent our management’s view of future market changes.  The following is a 
summary of the effect that a 50 basis point percent (0.50 percent) decline in interest rates would have on our 
pre-tax net income as of October 31, 2007: 

(in thousands) 
Carrying 

Value 

Pre-tax interest 
income impact of a 

50 basis point decline 
in interest rates 

Trading: 
 Debt securities  $ 770  $ 4 
Available-for-sale securities: 
 Sponsored funds  2,320 12
Total $ 3,090 $ 16

From time to time, we seek to offset our exposure to changing interest rates associated with our debt 
financing.  In October 2007, we issued $500.0 million in aggregate principal amount of 6.5 percent ten year 
senior notes due 2017. In conjunction with the offering, we entered into an interest rate lock intended to 
hedge against adverse Treasury rate movements between the time at which the decision was made to issue the 
debt and the pricing of the securities. At the time the debt was issued, we terminated the lock and settled the 
transaction in cash. At termination, the lock was determined to be a fully effective cash flow hedge and the 
$4.5 million settlement cost was recorded as a component of other comprehensive income. There can be no 
assurance that our hedge instruments will meet their overall objective of reducing our interest expense or that 
we will be successful in obtaining hedging contracts on any future debt offerings. 

Our primary direct exposure to credit risk arises from our interests in CDO entities that are included in long-
term investments in our Consolidated Balance Sheets.  As an investor in a CDO entity, we are entitled to only 
a residual interest in the CDO entity, making these investments highly sensitive to the default rates of the 
underlying issuers of the high-yield bonds or floating-rate income instruments held by the CDO entity. Our 
investments are subject to an impairment loss in the event that the cash flows generated by the collateral 
securities are not sufficient to allow equity holders to recover their investments. If there is deterioration in the 
credit quality of the issuers underlying the collateral securities and a corresponding increase in the number of 
defaults, cash flows generated by the collateral securities may be adversely impacted and we may be unable 
to recover our investment. Our total investment in interests in CDO entities is approximately $19.0 million at 
October 31, 2007, which represents our total value at risk with respect to such entities as of October 31, 2007. 

We operate primarily in the United States, and accordingly most of our consolidated revenue and 
associated expenses are denominated in U.S. dollars.  We also provide services and earn revenue outside 
of the United States; therefore, the portion of our revenue and expenses denominated in foreign currencies 
may be impacted by movements in currency exchange rates.  This situation may change in the future as 
our business continues to grow outside of the United States. We do not enter into foreign currency 
transactions for speculative purposes and currently have no material investments that would expose us to 
foreign currency exchange risk. 
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Risk Factors 

We are subject to substantial competition in all aspects of our investment management business and 
there are few barriers to entry. Our funds and separate accounts compete against an increasing number of 
investment products and services sold to the public by investment management companies, investment 
dealers, banks, insurance companies and others. Many institutions we compete with have greater financial 
resources than us. We compete with other providers of investment products on the basis of the products 
offered, the investment performance of such products, quality of service, fees charged, the level and type 
of financial intermediary compensation, the manner in which such products are marketed and distributed, 
reputation and the services provided to investors. In addition, our ability to market investment products is 
highly dependent on access to the various distribution systems of national and regional securities dealer 
firms, which generally offer competing affiliated and externally managed investment products that could 
limit the distribution of our investment products.  There can be no assurance that we will be able to retain 
access to these channels. The inability to have such access could have a material adverse effect on our 
business. To the extent that existing or potential customers, including securities broker/dealers, decide to 
invest in or broaden distribution relationships with our competitors, the sales of our products as well as 
our market share, revenue and net income could decline.  

We derive almost all of our revenue from investment advisory and administration fees, distribution 
income and service fees received from the Eaton Vance funds and separate accounts. As a result, we 
are dependent upon management contracts, administration contracts, distribution contracts, underwriting 
contracts or service contracts under which these fees and income are paid. Generally, these contracts are 
terminable upon 30 to 60 days’ notice without penalty.  If any of these contracts are terminated, not 
renewed, or amended to reduce fees, our financial results could be adversely affected.  

Our assets under management, which impact revenue, are subject to significant fluctuations. Our 
major sources of revenue (i.e., investment advisory, administration, distribution, and service fees) are 
calculated as percentages of assets under management. A decline in securities prices or the sale of 
investment products or an increase in fund redemptions or client withdrawals generally would reduce fee 
income. Financial market declines or adverse changes in interest rates would generally negatively impact 
the level of our assets under management and consequently our revenue and net income. A recession or 
other economic or political events could also adversely impact our revenue if it led to a decreased demand 
for products, a higher redemption rate, or a decline in securities prices. Any decrease in the level of assets 
under management resulting from price declines, interest rate volatility or uncertainty or other factors 
could negatively impact our revenue and net income. 

Poor investment performance of our products could affect our sales or reduce the amount of assets 
under management, potentially negatively impacting revenue and net income. Investment performance, 
along with achieving and maintaining superior distribution and client service, is critical to our success. 
While strong investment performance could stimulate sales of our investment products, poor investment 
performance as compared to third-party benchmarks or competitive products could lead to a decrease in 
sales and stimulate higher redemptions, thereby lowering the amount of assets under management and 
reducing the investment advisory fees we earn.  Past or present performance in the investment products 
we manage is not indicative of future performance. 

Our success depends on key personnel and our financial performance could be negatively affected by 
the loss of their services. Our success depends upon our ability to attract, retain and motivate qualified 
portfolio managers, analysts, investment counselors, sales and management personnel and other key 
professionals including our executive officers. Investment professionals are in high demand, and we face 
strong competition for qualified personnel. Our key employees do not have employment contracts and 
may voluntarily terminate their employment at any time. Certain senior executives and directors are 
subject to our mandatory retirement policy. The loss of the services of key personnel or our failure to 
attract replacement or additional qualified personnel could negatively affect our financial performance.  
An increase in compensation made to attract or retain personnel could result in a decrease in net income.
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Our expenses are subject to fluctuations that could materially affect our operating results.  Our results 
of operations are dependent on the level of expenses, which can vary significantly. Our expenses may 
fluctuate as a result of variations in the level of total compensation expense, expenses incurred to support 
distribution of our investment products, expenses incurred to enhance our infrastructure (including 
technology and compliance) and impairments of intangible assets or goodwill.  

Our reputation could be damaged. We have spent over 80 years building a reputation based on strong 
investment performance, a high level of integrity and superior client service.  Our reputation is extremely 
important to our success. Any damage to our reputation could result in client withdrawals from funds or 
separate accounts that are advised by us and ultimately impede our ability to attract and retain key 
personnel. The loss of either client relationships or key personnel could reduce the amount of assets under 
management and cause us to suffer a loss in revenue or net income. 

We are subject to federal securities laws, state laws regarding securities fraud, other federal and state 
laws and rules, and regulations of certain regulatory and self-regulatory organizations, including, 
among others, the SEC, FINRA, the FSA and the New York Stock Exchange. In addition, financial 
reporting requirements are comprehensive and complex. While we have focused significant attention and 
resources on the development and implementation of compliance policies, procedures and practices, non-
compliance with applicable laws, rules or regulations, either in the United States or abroad, or our 
inability to adapt to a complex and ever-changing regulatory environment could result in sanctions against 
us, which could adversely affect our reputation, prospects, revenue, and earnings. 

We could be impacted by changes in tax policy due to our tax-managed focus. Changes in U.S. tax 
policy may affect us to a greater degree than many of our competitors because we emphasize managing 
funds and separate accounts with an after-tax return objective. We believe an increase in overall tax rates 
could have a positive impact on our municipal income and tax-managed equity businesses that seek to 
minimize realized capital gains and/or maximize realized capital losses. An increase in the tax rate on 
qualified dividends could have a negative impact on our tax-advantaged equity income business. Changes 
in tax policy could also affect our ability to introduce new privately offered equity funds.  

Evaluation of Disclosure Controls and Procedures 

We evaluated the effectiveness of our disclosure controls and procedures as of October 31, 2007.  Disclosure 
controls and procedures are designed to ensure that the information we are required to disclose in the reports 
that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the 
time period specified in the SEC’s rule and forms. Disclosure controls and procedures include, without 
limitation, controls and procedures accumulated and communicated to our management, including our Chief 
Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), to allow timely decisions regarding 
required disclosure.  Our CEO and CFO participated in this evaluation and concluded that, as of the date of 
their evaluation, our disclosure controls and procedures were effective.  

There have been no changes in our internal control over financial reporting that occurred during our fourth 
fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal control 
over financial reporting. 
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Consolidated Statements of Income
Years Ended October 31, 

(in thousands, except per share data) 2007 2006 2005

Revenue:

 Investment advisory and administration fees  $ 773,612  $ 594,632  $ 503,085 

 Distribution and underwriter fees 148,369 139,111 138,485 

 Service fees 154,736 124,025 105,202 

 Other revenue 7,383 4,426 6,403 

 Total revenue 1,084,100 862,194 753,175 

Expenses: 

 Compensation of officers and employees 316,963 244,620 205,663 

 Distribution expense 253,344 114,052 101,661 

 Service fee expense 121,748 98,262 87,983 

 Amortization of deferred sales commissions 55,060 52,048 63,535 

 Fund expenses 19,974 16,589 12,019 

 Other expenses 84,074 71,657 49,707 

  Total expenses 851,163 597,228 520,568 

Operating income 232,937 264,966 232,607 

Other Income (Expense): 

 Interest income 10,511 8,033 4,354 

 Interest expense (2,894) (12,850) (1,464) 

 Gains/(losses) on investments (1,943) 3,667 38

 Foreign currency losses (262) (222) (32) 

 Impairment loss on investments - (592) (2,120) 

Income before income taxes, minority interest, equity in net income of affiliates 
  and cumulative effect of change in accounting principle 238,349 263,002 233,383 

Income taxes  (93,200) (102,245) (90,871) 

Minority interest (6,258) (5,103) (5,037) 

Equity in net income of affiliates, net of tax 3,920 4,349 1,231

Income before cumulative effect of change in accounting principle 142,811 160,003 138,706 

Cumulative effect of change in accounting principle, net of tax   -   (626) -

Net income  $ 142,811  $ 159,377  $ 138,706 

Earnings per share before cumulative effect of change in accounting principle: 

 Basic  $ 1.15  $ 1.25  $ 1.05 

 Diluted  $ 1.06  $ 1.18  $ 0.99 

Earnings per share: 

 Basic  $ 1.15  $ 1.25  $ 1.05 

 Diluted  $ 1.06  $ 1.17  $ 0.99 

Weighted average shares outstanding: 

 Basic   124,527   127,807   131,591 

 Diluted   135,252   137,004   140,520 

See notes to consolidated financial statements. 
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Consolidated Balance Sheets
October 31, 

(in thousands, except share data) 2007 2006

ASSETS

Current Assets: 

   Cash and cash equivalents  $ 434,957  $ 206,705 

   Short-term investments 50,183 20,669 

   Investment advisory fees and other receivables 116,979 94,669

   Other current assets 8,033 7,324 

      Total current assets 610,152 329,367 

Other Assets: 

   Deferred sales commissions 99,670 112,314 

   Goodwill 103,003 96,837 

   Other intangible assets, net 35,988 34,549 

   Long-term investments 86,111 73,075 

   Equipment and leasehold improvements, net 26,247 21,495 

   Other assets 5,660 558

       Total other assets 356,679 338,828 

Total assets  $ 966,831  $ 668,195 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current Liabilities: 

   Accrued compensation  $ 106,167  $ 80,975 

   Accounts payable and accrued expenses 66,955 33,660

   Dividends payable 17,780 15,187 

   Other current liabilities 26,797 9,823 

      Total current liabilities 217,699 139,645 

Long-Term Liabilities: 

   Long-term debt 500,000 - 

   Deferred income taxes 11,740 22,520 

      Total long-term liabilities 511,740 22,520 

      Total liabilities 729,439 162,165 

Minority interest 8,224 9,545 

Commitments and contingencies (See Note 7) - - 

Shareholders' Equity: 

   Voting Common Stock, par value $0.00390625 per share: 

      Authorized, 1,280,000 shares 

      Issued and outstanding, 371,386 and 309,760 shares, respectively 1 1

   Non-Voting Common Stock, par value $0.00390625 per share: 

      Authorized, 190,720,000 shares 

      Issued and outstanding, 117,798,378 and 126,125,717 shares, respectively 460 493

   Notes receivable from stock option exercises (2,342) (1,891)

   Accumulated other comprehensive income 3,193 4,383 

   Retained earnings 227,856 493,499 

      Total shareholders' equity 229,168 496,485 

Total liabilities and shareholders' equity  $ 966,831  $ 668,195 

See notes to consolidated financial statements. 

41

175734.FIN.CS3.indd   41175734.FIN.CS3.indd   41 1/15/08   7:17:45 PM1/15/08   7:17:45 PM



Consolidated Statements of Shareholders’ Equity and Comprehensive Income 

 (in thousands, except per share data)  

Common and 
Non-Voting

Common Shares
Common 

Stock 

Non-Voting
Common 

Stock 

Additional 
Paid-In 

Notes Receivable 
From Stock 

Capital Option Exercises 
 Balance, November 1, 2004  133,581  $ 1  $ 521  $ -  $ (2,718)

 Net income  - - - - -

 Other comprehensive income:  

 Unrealized holding gains on investments, net of tax  - - - - -

 Foreign currency translation adjustments, net of tax  - - - - -

 Total comprehensive income  

 Dividends declared ($0.34 per share)  - - - - - 

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  1,075 - 4 12,623 (615)

 Under employee stock purchase plan  134 - 1 2,424 - 

 Under employee incentive plan  126 - - 2,641 - 

 Under restricted stock plan 46 - - - -

 Stock-based compensation - - - 28,607 - 

 Tax benefit of stock option exercises - - - 3,434 - 

 Repurchase of Non-Voting Common Stock  (5,409) - (21) (49,729) - 

 Principal repayments  - - - - 592
Balance, October 31, 2005 129,553 1 505 - (2,741)

 Net income  - - - - -

 Other comprehensive income:  
- Unrealized holding gains on investments, net of tax  - - - -
- Foreign currency translation adjustments, net of tax  - - - -

 Total comprehensive income  

 Dividends declared ($0.42 per share)  - - - - - 

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  2,388 - 9 22,238 (552)

 Under employee stock purchase plan  134 - 1 2,910 - 

 Under employee incentive plan  153 - 1 3,589 - 

 Under restricted stock plan 40 - - - -

 Stock-based compensation - - - 36,867 - 

 Tax benefit of stock option exercises - - - 6,073 - 

 Repurchase of Non-Voting Common Stock  (5,833) - (23) (71,677) - 

 Principal repayments  - - - - 1,402 
 Balance, October 31, 2006 126,435   1   493   -   (1,891)

 Net income  - - - - -

 Other comprehensive income:  

 Unamortized loss on derivative instrument, net of tax - - - - -

 Unrealized holding gains on investments, net of tax  - - - - -

 Foreign currency translation adjustments, net of tax  - - - - -

 Total comprehensive income  

 Dividends declared ($0.51 per share)  - - - - - 

 Issuance of Voting Common Stock 99 - - 388 - 

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  2,176 - 8 34,290 (1,291)

 Under employee stock purchase plan  128 - - 3,311 - 

 Under employee incentive plan  182 - 1 5,585 - 

 Under restricted stock plan 13 - - - -

 Stock-based compensation - - - 43,305 - 

 Tax benefit of stock option exercises - - - 9,915 - 

 Repurchase of Voting Common Stock (37) - - (146)

 Repurchase of Non-Voting Common Stock  (10,826) - (42) (96,648) - 

 Principal repayments  - - - - 840
 Balance, October 31, 2007 118,170  $ 1  $ 460  $ -  $ (2,342)

See notes to consolidated financial statements. 
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Consolidated Statements of Shareholders’ Equity and Comprehensive Income (Continued) 

Accumulated Other Total

Comprehensive Retained Shareholders' Comprehensive 

 (in thousands, except per share data)  Income (Loss) Earnings Equity Income (Loss) 
Balance, November 1, 2004  $ 1,854  $ 464,670  $ 464,328 

 Net income  - 138,706 138,706  $ 138,706 

 Other comprehensive income:  
 Unrealized holding gains on investments, net of tax  760 - 760 760

 Foreign currency translation adjustments, net of tax (48) - (48) (48)

 Total comprehensive income   $ 139,418 

 Dividends declared ($0.34 per share)  - (44,539) (44,539) 

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  - - 12,012 

 Under employee stock purchase plan  - - 2,425 

 Under employee incentive plan  - - 2,641 

 Under restricted stock plan - - -

 Stock-based compensation - - 28,607 

 Tax benefit of stock option exercises - - 3,434 

 Repurchase of Non-Voting Common Stock  - (82,872) (132,622) 

 Principal repayments  - - 592
Balance, October 31, 2005   2,566   475,965   476,296 

 Net income  - 159,377 159,377  $ 159,377 

 Other comprehensive income:  
 Unrealized holding gains on investments, net of tax  1,754 - 1,754 1,754 

 Foreign currency translation adjustments, net of tax 63 - 63 63

 Total comprehensive income   $ 161,194 

 Dividends declared ($0.42 per share)  - (53,629) (53,629) 

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  - - 21,695 

 Under employee stock purchase plan  - - 2,911 

 Under employee incentive plan  - - 3,590 

 Under restricted stock plan - - -

 Stock-based compensation - - 36,867 

 Tax benefit of stock option exercises - - 6,073 

 Repurchase of Non-Voting Common Stock  - (88,214) (159,914) 

 Principal repayments  - - 1,402 
Balance, October 31, 2006   4,383   493,499   496,485 

 Net income  - 142,811 142,811  $ 142,811 

 Other comprehensive income:  

 Unamortized loss on derivative instrument, net of tax (2,872) - (2,872) (2,872)

 Unrealized holding gains on investments, net of tax  1,628 - 1,628 1,628 

 Foreign currency translation adjustments, net of tax 54 - 54 54

 Total comprehensive income   $ 141,621 

 Dividends declared ($0.51 per share)  - (62,893) (62,893) 

 Issuance of Voting Common Stock  - - 388

 Issuance of Non-Voting Common Stock:  

 On exercise of stock options  - - 33,007 

 Under employee stock purchase plan  - - 3,311 

 Under employee incentive plan  - - 5,586 

 Under restricted stock plan - - -

 Stock-based compensation - - 43,305 

 Tax benefit of stock option exercises - - 9,915 

 Repurchase of Voting Common Stock  - - (146) 

 Repurchase of Non-Voting Common Stock  - (345,561) (442,251) 

 Principal repayments  - - 840
Balance, October 31, 2007  $ 3,193  $ 227,856  $ 229,168 

See notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 
Years Ended October 31, 

(in thousands) 2007 2006 2005
Cash and cash equivalents, beginning of year  $ 206,705  $ 146,389  $ 147,137 

Cash Flows From Operating Activities: 

   Net income 142,811 159,377 138,706 

   Adjustments to reconcile net income to net cash provided by operating activities: 
         Impairment loss on long-term investments - 592 2,120 
         (Gains) losses on investments (7,200) (4,256) 192
         Amortization of long-term investments 5,234 3,116 1,361 
         Unamortized loss on derivative instrument (4,467) - - 
         Equity in net income of affiliates (6,054) (6,845) (1,958)
         Dividends received from affiliates 5,048 2,734 875
         Minority interest 6,258 5,103 5,037 
         Interest on long-term debt and amortization of debt issuance costs 161 2,551 1,282 
         Deferred income taxes (10,063) (11,206) (14,539) 
         Excess tax benefit of stock option exercises (9,915) (8,234) (3,542) 
         Stock-based compensation 43,305 36,314 28,607 
         Cumulative effect of change in accounting principle, net of tax - 626 - 
         Depreciation and other amortization 10,500 15,524 6,830 
         Amortization of deferred sales commissions 55,015 52,048 63,540 
         Payment of capitalized sales commissions (55,795) (53,848) (46,950) 
         Contingent deferred sales charges received 13,462 15,628 19,548
         Proceeds from sale of trading investments 42,453 190,725 88,762
         Purchase of trading investments (26,504) (160,172) (157,562) 

  Changes in assets and liabilities: 
         Investment advisory fees and other receivables (22,291) (10,801) (52,356) 
         Other current assets (875) 3,773 (4,643) 
         Other assets - 826 1,327 
         Accrued compensation 25,171 18,093 10,583 
         Accounts payable and accrued expenses 33,216 5,666 8,199 
         Other current liabilities 26,887 5,517 8,633

            Net cash provided by operating activities 266,357 262,851 104,052 
Cash Flows From Investing Activities: 
   Additions to equipment and leasehold improvements (12,694) (12,721) (3,397) 
   Purchase of minority members’ interests (9,055) (11,256) (360) 
   Purchase of management contracts (716) (1,703) (463) 
   Proceeds from sale of available-for-sale investments 31,085 27,048 1,441
   Purchase of available-for-sale investments (83,974) (27,565) (28,089) 

            Net cash used for investing activities (75,354) (26,197) (30,868)
Cash Flows From Financing Activities: 
   Distributions to minority shareholders (8,360) (5,828) (4,379) 
   Long-term debt issuance costs (5,165) - (428) 
   Proceeds from issuance of long-term debt 500,000 - -
   Repayment of long-term debt - (76,358) - 
   Excess tax benefit of stock option exercises 9,915 8,234 3,542 
   Proceeds from issuance of Non-Voting Common Stock 41,904 28,196 17,078
   Proceeds from issuance of Voting Common Stock 388 - -
   Repurchase of Non-Voting Common Stock (442,251) (159,914) (132,622) 
   Repurchase of Voting Common Stock (146) - - 
   Principal repayments on notes receivable from stock option exercises 840 1,402 592
   Dividends paid (60,300) (51,394) (42,248) 
   Proceeds from the issuance of mutual fund subsidiaries’ capital stock 371 80,000 151,500 
   Redemption of mutual fund subsidiaries’ capital stock - (745) (66,891) 

            Net cash provided by (used for) financing activities 37,196 (176,407) (73,856)

Effect of currency rate changes on cash and cash equivalents 53 69 (76) 

Net increase (decrease) in cash and cash equivalents 228,252 60,316 (748) 

Cash and cash equivalents, end of year  $ 434,957  $ 206,705  $ 146,389 

Supplemental Cash Flow Information: 
   Interest paid  $ 115  $ 10,022  $ 182 

   Income taxes paid  $ 78,238  $ 107,404  $ 100,702 

Supplemental Non-Cash Flow Information: 

   Exercise of stock options through issuance of notes receivable  $ 1,291  $ 552  $ 615 

See notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

1. Summary of Significant Accounting Policies 

Business and Organization 

Eaton Vance Corp. and its subsidiaries (“the Company”) manage investment funds and provide 
investment management and counseling services to high-net-worth individuals and institutions. The 
Company’s principal retail marketing strategy is to distribute funds and separately managed accounts 
primarily through financial intermediaries in the advice channel. We also commit significant resources to 
serving institutional and high-net-worth clients who access investment advice outside of traditional 
broker/dealer channels. 

Revenue is largely dependent on the total value and composition of assets under management, which 
include sponsored funds and other investment portfolios. Accordingly, fluctuations in financial markets 
and in the composition of assets under management impact revenue and the results of operations. 

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly and 
majority-owned subsidiaries. The equity method of accounting is used for investments in affiliates in 
which the Company’s ownership ranges from 20 to 50 percent, or in instances in which the Company 
is able to exercise significant influence, but not control, over the investee (such as representation on 
the investee’s board of directors). The Company consolidates all investments in affiliates in which the 
Company’s ownership exceeds 50 percent. The Company provides for minority interests in 
consolidated companies for which the Company’s ownership is less than 100 percent. All 
intercompany accounts and transactions have been eliminated.

Reclassification and Presentation 

Certain prior year amounts have been reclassified to conform to the current year presentation.  Certain 
service fees have been reclassified from distribution and underwriter fees.  Certain fund related 
expenses have been reclassified from other expenses to fund expenses.  Certain fees earned on Class 
A shares have been reclassified from distribution expenses to distribution and underwriter fees. 

Segment Information

Statement of Financial Accounting Standards (“SFAS”) No. 131, “Disclosures about Segments of an 
Enterprise and Related Information,” establishes disclosure requirements relating to operating 
segments in annual and interim financial statements. Management has determined that the Company 
operates in one business segment, namely as an investment adviser managing funds and separate 
accounts.

Although the Company does make some disclosure regarding assets under management and other 
asset flows by product (primarily distinguishing between funds and separately managed accounts), the 
Company’s determination that it operates in one business segment is based on the fact that the 
Company’s chief operating decision maker (namely the Company’s Chief Executive Officer) reviews 
the Company’s financial performance at an aggregate level. All of the products and services provided 
by the Company relate to investment management and are subject to a similar regulatory framework. 
Investment management teams at the Company are generally not aligned with specific product lines 
or distribution channels; in many instances, the investment professionals who manage the Company’s 
funds are the same investment professionals who manage the Company’s separately managed 
accounts.
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Use of Estimates

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

Cash, Cash Equivalents and Short-Term Investments

Cash and cash equivalents consist principally of cash and short-term, highly liquid investments in 
sponsored cash management mutual funds and commercial paper, which are readily convertible to 
cash.  Cash equivalents have original maturities of less than three months on the date of acquisition 
and are stated at cost, which approximates market value due to the short-term maturity of these 
investments.  Short-term investments consist of securities with maturities greater than three months at 
the time of purchase.  Short-term investments are carried at fair value based on quoted market prices.

Investments

Marketable securities classified as trading consist primarily of investments in debt and equity 
securities held in the portfolios of sponsored funds consolidated by the Company and other debt and 
equity securities held by the Company in separately managed accounts.  Securities classified as 
trading are carried at fair value based on quoted market prices. Net unrealized holding gains or losses, 
as well as realized gains or losses, are reflected as a component of other revenue. The specific 
identified cost method is used to determine the realized gain or loss on securities sold. 

Marketable securities classified as available-for-sale consist primarily of investments in sponsored 
funds and are carried at fair value based on quoted market prices. Unrealized holding gains or losses 
are reported net of deferred tax as a separate component of accumulated other comprehensive income 
(loss) until realized. Realized gains or losses are reflected as a component of gain (loss) on 
investments. The specific identified cost method is used to determine the realized gain or loss on the 
sale of shares of sponsored funds.   

The Company evaluates the carrying value of marketable securities for impairment on a quarterly 
basis. In its impairment analysis, the Company takes into consideration numerous criteria, including 
the duration and extent of any decline in fair value. If the decline in value is determined to be other 
than temporary, the carrying value of the security is written down to fair value through net income.  

Investments in the equity of collateralized debt obligation entities (“CDO entities”) are carried at fair 
value based on discounted cash flows. The excess of actual and anticipated future cash flows over the 
initial investment at the date of purchase is recognized as interest income over the life of the 
investment using the effective yield method. The Company reviews cash flow estimates throughout 
the life of each CDO entity. If the updated estimate of future cash flows (taking into account both 
timing and amounts) is less than the last revised estimate, an impairment loss is recognized based on 
the excess of the carrying amount of the investment over its fair value.  

Certain other investments are carried at the lower of cost or management’s estimate of net realizable 
value owing primarily to restrictions on resale of the investments. 
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Derivative Instruments

The Company may utilize derivative financial instruments to manage foreign currency risk inherent in 
investments denominated in foreign currencies and to manage interest rate risk inherent in long-term 
debt offerings. Derivative financial instruments are not entered into for trading or speculative 
purposes.

The Company records all derivatives on the balance sheet at fair value.  If a derivative qualifies as a 
cash flow hedge, the effective portion of the unrealized gain or loss is recorded in other 
comprehensive income as a separate component of shareholders’ equity and is reclassified into 
earnings over the life of the hedge.  To the extent that the critical terms of the hedged item and the 
derivative are not identical, hedge ineffectiveness is reported in earnings. 

Deferred Sales Commissions

Sales commissions paid by the Company to broker/dealers in connection with the sale of certain 
classes of shares of open-end funds and private funds are generally capitalized and amortized over the 
period during which redemptions by the purchasing shareholder are subject to a contingent deferred 
sales charge, which does not exceed six years. Distribution plan payments received by the Company 
from these funds are recorded in revenue as earned. Contingent deferred sales charges and early 
withdrawal charges received by the Company from redeeming shareholders of open-end funds are 
generally applied to reduce the Company’s unamortized deferred sales commission assets. 

The Company evaluates the carrying value of its deferred sales commission asset for impairment on a 
quarterly basis. In its impairment analysis, the Company compares the carrying value of the deferred 
sales commission asset to the undiscounted cash flows expected to be generated by the asset over its 
remaining useful life to determine whether impairment has occurred. If the carrying value of the asset 
exceeds the undiscounted cash flows, the asset is written down to fair value based on discounted cash 
flows. Impairment adjustments are recognized in operating income as a component of amortization of 
deferred sales commissions.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the cost of the Company’s investment in the net assets of acquired 
companies over the fair value of the underlying identifiable net assets at the dates of acquisition.  
Goodwill is not amortized, but is tested at least annually for impairment.  

Identifiable intangible assets generally represent the cost of client relationships and management 
contracts acquired. Identifiable intangible assets with indefinite useful lives are not amortized. 
Identifiable intangible assets with discrete useful lives are amortized on a straight-line basis over their 
weighted average lives. The Company periodically reviews identifiable intangible assets for 
impairment as events or changes in circumstances indicate that the carrying amount of such assets 
may not be recoverable. 

Equipment and Leasehold Improvements

Equipment and other fixed assets are recorded at cost and depreciated on a straight-line basis over 
their estimated useful lives, which range from three to five years. Accelerated methods are used for 
income tax purposes.  Leasehold improvements are amortized on a straight-line basis over the shorter 
of their estimated useful lives or the term of the lease. 
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Debt Issuance Costs

Deferred debt issuance costs are amortized on a straight-line basis over the related term of the debt 
and are included in other assets. The amortization of deferred debt issuance costs is included in 
interest expense. 

Revenue Recognition

Investment advisory, administration, distribution and service fees for the funds and investment 
advisory fees for separate accounts managed by the Company are recognized as the services are 
performed. Such fees are primarily based on predetermined percentages of the market values of the 
assets under management.  With the exception of the Company’s separate account investment 
advisory fees, which are calculated generally as a percentage of either beginning, average or ending 
quarterly assets, the Company’s investment advisory, administration, distribution and service fees are 
calculated principally as a percentage of average daily assets. The Company may waive certain fees 
for investment and administration services at its discretion. Investment advisory and administration 
fees are recorded gross of any subadvisory arrangements, with the corresponding fees paid to any 
subadvisor based on the terms of those arrangements included in other expenses.  In instances where 
the Company acts as subadvisor or co-manager, investment advisory fees are recorded net. 
Distribution and service fees are recorded gross of any third-party distribution and service 
arrangements; the expenses associated with these third-party distribution and service arrangements 
are recorded in distribution and service fee expense, respectively. 

Sales of shares of investment companies in connection with the Company’s activities as principal 
underwriter are accounted for on a settlement date basis, which approximates trade date basis, with 
the related commission income and expense recorded on a trade date basis. 

Interest income is accrued as earned. Dividend income is recorded on the ex-dividend date. 

Income Taxes 

The Company’s effective tax rate reflects the statutory tax rates of the many jurisdictions in which it 
operates. Significant judgment is required in determining its effective tax rate and in evaluating its tax 
positions. In the ordinary course of business, many transactions occur for which the ultimate tax 
outcome is uncertain. The Company adjusts its income tax provision in the period in which it 
determines that actual outcomes will likely be different from its estimates. Tax reserves are 
established when, despite the Company’s belief that the tax return positions are fully supportable, 
there is the potential that it may be successfully challenged.  All SFAS No. 5 items have been 
properly accrued for as applicable.  These reserves, as well as the related interest and potential 
penalties, are adjusted regularly to reflect changing facts and circumstances. While the Company has 
considered future taxable income and ongoing tax planning in assessing its taxes, changes in tax laws 
may result in a change to the Company’s tax position and effective tax rate.  The Company classifies 
any interest or penalties incurred as a component of income tax expense. 

Deferred income taxes reflect the expected future tax consequences of temporary differences between 
the carrying amounts and tax bases of the Company’s assets and liabilities measured using rates 
expected to be in effect when such differences reverse. Deferred taxes relate principally to stock-
based compensation expense and capitalized sales commissions paid to brokers and dealers.  Under 
IRS regulations, stock-based compensation is deductible for tax purposes at the time the employee 
recognizes the income (upon vesting of restricted stock, exercise of non-qualified stock options and 
disqualifying dispositions of incentive stock options).  Capitalized sales commission payments are 
deductible for tax purposes at the time of payment. To the extent that deferred tax assets are 
considered more likely than not to be unrealizable, valuation allowances are provided. 
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As discussed in “Accounting Developments” below, the Company’s accounting for income taxes in 
future years will be impacted by the adoption of FASB Interpretation No. 48, “Accounting for the 
Uncertainty in Income Taxes – an interpretation of FASB Statement No. 109” (“FIN 48”). 

Earnings Per Share

Earnings per basic share are based on the weighted-average number of common shares outstanding 
during each period less non-vested restricted stock. Earnings per diluted share are based on basic shares 
as determined above plus the incremental shares that would be issued upon the assumed exercise of in-
the-money stock options, non-vested restricted stock using the treasury stock method and contingently 
convertible debt using the if-converted method.  

Stock-Based Compensation 

The Company accounts for stock-based compensation expense using the fair value method. Under the 
fair value method, stock-based compensation expense reflects the fair value of stock-based awards 
measured at grant date, is recognized over the relevant service period, and is adjusted each period for 
anticipated forfeitures. The fair value of each option award is estimated using the Black-Scholes 
option valuation model. The Black-Scholes option valuation model incorporates assumptions as to 
dividend yield, volatility, an appropriate risk-free interest rate and the expected life of the option. 
Stock-based compensation expense for employees who are not retirement eligible is recognized on a 
straight-line basis over the service or vesting period of the option (generally five years). Prior to the 
implementation of SFAS No. 123R, and consistent with SFAS 123 “Accounting for Stock-Based 
Compensation,” it had been the Company’s policy to recognize all stock-based compensation expense 
over the vesting period without regard to retirement eligibility. The Company continues to recognize 
all stock-based compensation expense for awards granted to retirement-eligible employees prior to 
November 1, 2005 over the vesting period. The Company immediately recognizes compensation 
expense at grant date for all awards granted to retirement-eligible employees on or after adoption of 
SFAS No. 123R on November 1, 2005. For awards granted to employees approaching retirement 
eligibility, compensation expense is recognized on a straight-line basis over the period from the grant 
date through the retirement eligibility date.   

Foreign Currency Translation

Assets and liabilities of foreign subsidiaries are translated into U.S. dollars at current exchange rates 
as of the end of the accounting period. Related revenue and expenses are translated at average 
exchange rates in effect during the accounting period. Net translation exchange gains and losses are 
excluded from income and recorded in accumulated other comprehensive income. Foreign currency 
transaction gains and losses are reflected in other income currently as they occur. 

Comprehensive Income

The Company reports all changes in comprehensive income in the Consolidated Statements of 
Shareholders’ Equity and Comprehensive Income. Comprehensive income includes net income, 
unrealized gains and losses on investment securities classified as available-for-sale (net of income 
tax), activity from terminated cash flow hedges (net of income tax), and foreign currency translation 
adjustments (net of income tax). 
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Loss Contingencies

The Company continuously reviews any investor, employee or vendor complaints and pending or 
threatened litigation. The likelihood that a loss contingency exists is evaluated under the criteria of 
SFAS No. 5, “Accounting for Contingencies,” through consultation with legal counsel and a loss 
contingency is recorded if the contingency is probable and reasonably estimable at the date of the 
financial statements. There are no losses of this nature that are currently deemed probable and 
reasonably estimable, and thus none have been recorded in the accompanying consolidated financial 
statements. 

2.  Accounting Developments 

In December 2007, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 160, 
“Noncontrolling Interests in Consolidated Financial Statements, an Amendment of ARB No. 51.” 
SFAS No. 160 amends ARB No. 51 to establish accounting and reporting standards for 
noncontrolling interests in subsidiaries and for the deconsolidation of subsidiaries. It clarifies that a 
noncontrolling interest in a subsidiary is an ownership interest that should be reported as equity in the 
consolidated financial statements. The provisions of SFAS No. 160 are effective for fiscal years 
beginning on or after December 15, 2008, and interim periods within those fiscal years.  SFAS No. 
160 is effective for the Company’s fiscal year that begins on November 1, 2009.  Management is 
currently evaluating the potential impact, if any, on the Company’s consolidated financial statements. 

In December 2007, the FASB amended SFAS No. 141, “Business Combinations.” SFAS No. 141, as 
amended, establishes principles and requirements for how an acquirer recognizes and measures in its 
financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling 
interest in the acquiree. The provisions of SFAS No. 141, as amended, are effective for fiscal years 
beginning on or after December 15, 2008.  SFAS No. 141, as amended, is effective for the 
Company’s fiscal year that begins on November 1, 2009.  Management is currently evaluating the 
potential impact, if any, on the Company’s consolidated financial statements. 

In June 2007, the FASB ratified the consensus reached by the Emerging Issues Task Force (“EITF”) 
in EITF Issue No. 06-11, “Accounting for Income Tax Benefits of Dividends on Share-Based 
Payment Awards”.  Under the provisions of EITF 06-11, a realized income tax benefit from dividends 
or dividend equivalents that are charged to retained earnings and are paid to employees for equity 
classified nonvested equity shares, nonvested equity share units, and outstanding equity share options 
should be recognized as an increase to additional paid-in capital.  The amount recognized in 
additional paid-in capital for the realized income tax benefit from dividends on those awards should 
be included in the pool of excess tax benefits available to absorb tax deficiencies on share-based 
payment awards.  EITF 06-11 should be applied prospectively to the income tax benefits that result 
from dividends on equity-classified employee share-based payment awards that are declared in fiscal 
years beginning after December 15, 2007, and interim periods within those fiscal years.  EITF 06-11 
is effective for the Company’s fiscal year that begins on November 1, 2008. Management is currently 
evaluating the potential impact of EITF 06-11, if any, on the Company’s consolidated financial 
statements. 

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities.” SFAS No. 159 permits entities to choose to measure many financial 
instruments and certain other items at fair value. The objective of the statement is to improve 
financial reporting by providing entities with the opportunity to mitigate volatility in reported 
earnings caused by measuring related assets and liabilities differently without having to apply  
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complex hedge accounting provisions. The provisions of SFAS No. 159 are effective for fiscal years 
beginning after November 15, 2007. SFAS No. 159 is effective for the Company’s fiscal year that 
begins on November 1, 2008. Management is currently evaluating this standard and its impact, if any, 
on the Company’s consolidated financial statements.  

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 
defines fair value, establishes a framework for measuring fair value, and expands disclosure 
requirements about fair value measurements. SFAS No. 157 applies to other accounting 
pronouncements that require or permit fair value measurements but does not in itself require any new 
fair value measurements. The provisions of SFAS No. 157 are effective for fiscal years beginning 
after November 15, 2007 and interim periods within those fiscal years. SFAS No. 157 is effective for 
the Company’s fiscal year that begins on November 1, 2008. Management is currently evaluating this 
standard and its impact, if any, on the Company’s consolidated financial statements.  

In June 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income 
Taxes—an interpretation of FASB Statement No. 109” (“FIN 48”), to clarify certain aspects of 
accounting for uncertain tax positions. FIN 48 clarifies the accounting for income taxes by 
prescribing a minimum recognition threshold for tax positions, “more-likely-than-not” (i.e. greater 
than 50 percent), before being recognized in the financial statements. FIN 48 is effective for fiscal 
years beginning after December 15, 2006. The Company will adopt FIN 48 as of November 1, 2007, 
as required. 

FIN 48 provides that interest recognized as a result of the application of FIN 48 may be classified as 
either income taxes or interest expense. FIN 48 further provides that any penalties recognized as a 
result of applying FIN 48 may be classified in the financial statements as either income taxes or 
another expense classification. The classification of these items is based upon the accounting policy 
election of the company. The Company’s historical accounting policy with respect to interest and 
penalties recognized for tax uncertainties has been to classify these amounts as income taxes. The 
Company will continue this classification upon the adoption of FIN 48. 

The Company is continuing to evaluate the impact of FIN 48 on its financial statements, and currently 
anticipates recognizing a charge to retained earning of approximately $5.0 million upon adoption.  In 
addition, the Company anticipates that, upon adoption, its deferred tax assets and income taxes 
payable will increase by approximately $85.0 million on the Company’s Consolidated Balance Sheet.     

3.  Acquisitions, Goodwill and Other Intangible Assets 

In fiscal 2003, the Company acquired a majority interest in Parametric Portfolio Associates LLC 
(“Parametric Portfolio Associates”).  The Company has an 84.3 percent capital and an 81.2 percent 
profits interest in Parametric Portfolio Associates at October 31, 2007.  Certain minority shareholders 
of Parametric Portfolio Associates have the right to sell and the Company has the right to purchase an 
additional 4.3 percent of the capital of Parametric Portfolio Associates based on the financial results 
of Parametric Portfolio Associates for the calendar year ending December 31, 2007. Certain minority 
shareholders of Parametric Portfolio Associates will have the right to sell and the Company will have 
the right to purchase the remaining 11.4 percent of the capital of Parametric Portfolio Associates 
(which entitles the holder to the remaining 18.8 percent profits interest) over a six-year period based 
on financial results of Parametric Portfolio Associates for the calendar year ending December 31, 
2007 and the next five calendar years. The price for acquiring the remaining capital and profits 
interests in Parametric Portfolio Associates will be based on a multiple of earnings before interest and 
taxes (a measure that is intended to approximate fair market value).  
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In fiscal 2007, the minority shareholders of Parametric Portfolio Associates exercised a put option 
whereby units representing a 2 percent capital ownership interest in Parametric Portfolio Associates 
were sold to the Company for $6.1 million based on a multiple of earnings before taxes of Parametric 
Portfolio Associates for the calendar year ended December 31, 2006. In conjunction with the 
purchase, the Company recorded intangible assets of $1.8 million (representing $1.0 million of 
amortizable intangible assets and $0.8 million of non-amortizable assets) and goodwill of $4.1 
million. The remainder of the purchase price was allocated to minority interest.  In fiscal 2006, the 
Company exercised a call option with the minority shareholders of Parametric Portfolio Associates 
whereby units representing a 2 percent capital ownership interest in Parametric were sold to the 
Company for $4.0 million based on a multiple of earnings before taxes for the calendar year ended 
December 31, 2005. In conjunction with the purchase, the Company recorded intangible assets of 
$1.4 million (representing $0.7 million of amortizable intangible assets and $0.7 million of non-
amortizable intangible assets) and goodwill of $2.5 million. The remainder of the purchase price was 
allocated to minority interest. 

In fiscal 2001, the Company acquired majority interests in Atlanta Capital Management, LLC (“Atlanta 
Capital”) and Fox Asset Management LLC (“Fox Asset Management”). The Company has an 80.4 
percent interest in Atlanta Capital and an 80 percent interest in Fox Asset Management at October 31, 
2007.  Atlanta Capital’s minority shareholders have the right to sell and the Company has the right to 
purchase the remaining 19.6 percent of Atlanta Capital over a two-year period based on financial results 
of Atlanta Capital for the calendar years ending December 31, 2007 and 2008 at a price based on a 
multiple of earnings before taxes. Fox Assets Management’s minority shareholders have the right to sell 
and the Company has the right to purchase the remaining 20 percent of Fox Asset Management over a 
four-year period based on financial results of Fox Asset Management for the calendar years ending 
December 31, 2007 and the next three calendar years at a price based on a multiple of earnings before 
taxes. 

In fiscal 2007, the minority shareholders of Atlanta Capital exercised a put option whereby units 
representing a 3 percent ownership interest in Atlanta Capital were sold to the Company for $2.9 million 
based on a multiple of earnings before taxes of Atlanta Capital for the calendar year ended December 31, 
2006.  In conjunction with the transaction, the Company recorded amortizable intangible assets of $0.8 
million representing client relationships acquired and goodwill of $2.0 million. The remainder of the 
purchase price was allocated to minority interest.  In fiscal 2006, the minority shareholders of Atlanta 
Capital exercised a put option whereby units representing a 7 percent ownership interest in Atlanta 
Capital were sold to the Company for $7.2 million based on a multiple of earnings of Atlanta Capital 
before taxes for the calendar year ended December 31, 2005.  In conjunction with the transaction, the 
Company recorded amortizable intangible assets of $2.4 million representing client relationships 
acquired and goodwill of $4.7 million. The remainder of the purchase price was allocated to minority 
interest.  

In April 2007, Parametric Portfolio Associates announced the signing of a definitive agreement with 
Managed Risk Advisors, LLC, an investment management and derivatives investment advisory firm 
based in Westport, Connecticut, to merge with Parametric Risk Advisors LLC (“Parametric Risk 
Advisors”), a newly formed Parametric Portfolio Associates’ affiliate. The transaction was completed 
on May 1, 2007. Parametric Risk Advisors is owned 60 percent by its principals and 40 percent by 
Parametric Portfolio Associates. Pursuant to the acquisition agreements, Parametric Portfolio 
Associates will have the right to require the other shareholders in Parametric Risk Advisors to sell 
their equity interests to Parametric Portfolio Associates at specific intervals over time at a price based 
upon a multiple of earnings before interest and taxes, a measure that is intended to represent fair 
market value. As a result of the transaction, the Company recorded intangible assets of $0.7 million 
representing client relationships acquired.
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Any additional payments made to the minority shareholders of Parametric Portfolio Associates, 
Atlanta Capital, Fox Asset Management or Parametric Risk Advisors will be treated as additional 
purchase price for accounting purposes.

The changes in the carrying amount of goodwill for the years ended October 31, 2007 and 2006 are as 
follows: 

(in thousands) 2007 2006
Balance, beginning of period  $ 96,837 $89,634 
Goodwill acquired 6,166 7,203
Balance, end of period  $103,003 $96,837 

The following is a summary of other intangible assets at October 31, 2007 and 2006: 

2007

(dollars in thousands) 

Weighted 
Average

Amortization
Period 

(In Years) 

Gross
Carrying
Amount

Accumulated 
Amortization

Net
Carrying
Amount

Amortizing intangible assets: 
   Client relationships acquired  12.6 $58,403 $25,223 $33,180
Non-amortizing intangible assets: 
   Mutual fund management contracts acquired - 2,808 - 2,808
Total $61,211 $25,223 $35,988

2006 Weighted 
Average

Amortization
Period 

(In Years) 

Gross
Carrying
Amount

Accumulated 
Amortization

Net
Carrying
Amount(dollars in thousands) 

Amortizing intangible assets: 
   Client relationships acquired 13.9 $55,242 $22,648 $32,594
Non-amortizing intangible assets: 
   Mutual fund management contracts acquired - 1,955 - 1,955
Total $57,197 $22,648 $34,549

In fiscal 2006 and 2005, the Company accelerated non-cash amortization by $8.9 million and $0.9 
million, respectively, to write-off intangible assets relating to the termination of certain institutional and 
high-net-worth asset management contracts at Fox Asset Management.  The write-offs were computed 
by comparing the net present value of projected future client cash flows to the carrying value of the 
intangible assets. The write-offs are included in other expenses in the Company’s Consolidated 
Statements of Income for the years ended October 31, 2006 and 2005. 

During fiscal 2007 and 2006, the Company acquired certain other client relationships for $0.7 million 
and $1.7 million, respectively. 
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Amortization expense, including the write-offs of intangible assets noted above, was $2.6 million, $11.5 
million and $3.8 million for the years ended October 31, 2007, 2006 and 2005, respectively. Estimated 
amortization expense for the next five years is as follows: 

Year Ending October 31, 
(in thousands)

Estimated Amortization 
Expense 

2008 $2,711
2009 2,711
2010 2,711
2011 2,711
2012 2,711

4.  Investments 

The following is a summary of investments at October 31, 2007 and 2006: 

(in thousands) 2007 2006

Short-term investments: 
  Sponsored funds   $ 50,183  $ - 
  Investment in affiliate   -   20,669 
Total  $ 50,183  $ 20,669 

Long-term investments: 
  Debt securities  $ 770  $ 761 
  Equity securities   14,368   12,775 
  Sponsored funds   34,764   36,483 
  Collateralized debt obligation entities 18,962 9,105
  Investments in affiliates 16,297 13,006
  Other investments 950 945
Total  $ 86,111  $ 73,075 

Investments in sponsored funds and equity securities classified as available-for-sale 

The following is a summary of the cost and fair value of investments classified as available-for-sale at 
October 31, 2007 and 2006: 

2007 Gross Unrealized 
(in thousands) Cost Gains Losses Fair Value 
   Sponsored fund  $ 75,537  $ 9,524  $ (114)  $ 84,947 
Total  $ 75,537  $ 9,524  $ (114)  $ 84,947 

2006 Gross Unrealized
(in thousands) Cost Gains Losses Fair Value 
   Equity securities  $ 5,455  $ 438  $ (76)  $ 5,817 
   Sponsored funds  30,051 6,446 (14) 36,483
Total  $ 35,506  $ 6,884  $ (90)  $ 42,300 

Gross unrealized gains and losses on investments in sponsored funds and equity securities classified as 
available-for-sale have been excluded from earnings and reported as a component of accumulated other 
comprehensive income, net of deferred taxes. No investment with a gross unrealized loss has been in a 
loss position for greater than one year.   
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The Company has reviewed the gross unrealized losses of $114,000 as of October 31, 2007 and 
determined that these losses were not other than temporary, primarily because the Company has the 
ability and intent to hold the investments for a period of time sufficient to recover such losses.  The 
aggregate fair value of investments associated with the unrealized losses was $1.5 million at October 
31, 2007. 

The following is a summary of the Company’s realized gains and (losses) upon disposition of sponsored 
funds and certain equity securities classified as available-for-sale for the years ended October 31, 2007, 
2006 and 2005. The cost basis for sales of securities is determined on a specific identification basis. 

(in thousands) 2007 2006 2005

Gains  $4,746  $4,252  $ 267 
Losses (1) (484) (44)
Net realized gain   $4,745  $3,768  $ 223 

Investments in debt and equity securities classified as trading 

The following is a summary of the cost and fair value of investments classified as trading at October 31, 
2007 and 2006: 

2007
(in thousands) Cost Fair Value 
Long-term investments: 
   Debt securities  $ 773  $ 770 
   Equity securities 13,908 14,368
Total  $ 14,681  $ 15,138 

2006
(in thousands) Cost Fair Value 
Long-term investments: 
   Debt securities  $ 759  $ 761 
   Equity securities  6,955 6,958
Total  $ 7,714  $ 7,719 

Gross unrealized gains and losses on debt and equity securities classified as trading investments have 
been reported in income currently as a component of other revenue. 

The Company recognized $2.5 million of realized gains and $0.4 million of realized losses related to 
investments classified as trading for the year ended October 31, 2007. 

Investments in collateralized debt obligation entities 

The Company provides investment management services for, and has made investments in, a number 
of CDO entities. The Company’s ownership interests in the CDO entities are reported at fair value. 
The Company earns investment management fees, including subordinated management fees in some 
cases, for managing the collateral for the CDO entities, as well as incentive fees that are contingent on 
certain performance conditions. At October 31, 2007, combined assets under management in the 
pools of these CDO entities were $3.3 billion.  The Company’s maximum exposure to loss as a result  
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of its investments in the equity of CDO entities was $19.0 million, which is the carrying value of 
these investments at October 31, 2007. Investors in CDO entities have no recourse against the 
Company for any losses sustained in the CDO structure.  Management has concluded that the 
Company is not required to consolidate any of the CDO entities in which it has a minority equity 
investment.   

The Company recognized impairment losses of $0.6 million and $2.1 million for the years ended 
October 31, 2006 and 2005, respectively, related to its investments in CDO entities. The impairment 
losses resulted from the effect of tightening credit spreads and higher than forecasted prepayment 
rates on the underlying collateral pools.   

The carrying value of $19.0 million and $9.1 million at October 31, 2007 and 2006, respectively, for 
the Company’s ownership interests in the CDO entities is their estimated fair value.  

Investments in affiliates 

The Company has a 20 percent equity interest in Lloyd George Management (BVI) Limited 
(“LGM”), an independent investment management company based in Hong Kong that primarily 
manages emerging market equity funds and separate accounts, including several funds sponsored by 
the Company. The Company’s investment in LGM was $9.2 million and $8.3 million at October 31, 
2007 and 2006, respectively. At October 31, 2007, the Company’s investment exceeded its share of 
the underlying net assets of LGM by $3.0 million. The Company considers the excess to be goodwill 
and therefore does not amortize this excess.   

The Company has a 7 percent equity interest in a private equity partnership that invests in companies 
in the financial services industry.  The Company’s investment in the partnership was $7.1 million and 
$4.2 million at October 31, 2007 and 2006, respectively.  At October 31, 2007, the Company’s 
investment in the partnership was equal to its share of the underlying net assets. 

At October 31, 2006, the Company had a 20 percent interest in the Eaton Vance Institutional Short 
Term Income Fund (“EVSI”), an open-end mutual fund that invests in short-term debt securities.  The 
Company classified this investment as a short-term investment for financial reporting purposes due to 
the short-term nature of the underlying securities in which EVSI invests.  The Company’s investment 
in EVSI was $20.7 million at October 31, 2006.   

At October 31, 2006, the Company also had equity interests in excess of 20 percent in various other 
sponsored investment partnerships and funds.  The Company’s investment in these affiliates totaled 
$0.5 million at October 31, 2006.  

The Company reviews its equity method investments annually for impairment pursuant to Accounting 
Principles Board (“APB”) Opinion No. 18, “The Equity Method of Accounting for Investments in 
Common Stock.” 

Other investments 

Included in other investments are certain investments carried at cost totaling $1.0 million and $0.9 
million at October 31, 2007 and October 31, 2006. Management believes that the fair value of these 
investments approximates their carrying value. 
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5.  Equipment and Leasehold Improvements  

The following is a summary of equipment and leasehold improvements at October 31, 2007 and 2006: 

(in thousands) 2007 2006

Equipment $37,683 $26,845
Leasehold improvements 15,771 14,649
Subtotal 53,454 41,494
Less: Accumulated depreciation and amortization (27,207) (19,999) 
Equipment and leasehold improvements, net $26,247 $21,495

Depreciation and amortization expense was $7.9 million, $4.0 million and $3.0 million for the years 
ended October 31, 2007, 2006 and 2005, respectively. 

6.  Long-term Debt 

Ten-Year Senior Notes

On October 2, 2007, the Company issued $500.0 million in aggregate principal amount of 6.50% ten- 
year senior notes (“Senior Notes”) due October 2, 2017, resulting in net proceeds of approximately 
$496.1 million after payment of debt issuance costs. Interest is payable semi-annually in arrears on 
April 2 and October 2 of each year, commencing on October 2, 2007.   

For fair value purposes, the Senior Notes have been valued utilizing market prices obtained from a third-
party valuation firm. 

Zero-coupon Exchangeable Senior Notes 

On July 28, 2006, Eaton Vance Management (“EVM”), a wholly owned subsidiary of the Company, 
announced its intention to redeem for cash all of its outstanding zero-coupon exchangeable senior 
notes (“the Exchangeable Notes”), representing $110.9 million principal amount at maturity with an 
accreted value on redemption date of $76.4 million. Upon receipt of EVM’s notice of its intent to 
redeem, holders of the Exchangeable Notes had the option to exchange the Exchangeable Notes into 
Eaton Vance Corp. Non-Voting Common Stock at a rate of 28.7314 shares of common stock per 
$1,000 principal amount at maturity until the close of business on August 10, 2006. As of the close of 
business on August 10, 2006, all but $6,000 principal amount at maturity of the Exchangeable Notes 
were tendered for exchange into the Company’s Non-Voting Common Stock. EVM elected to pay the 
holders cash in lieu of delivering stock, as provided for in the indenture agreement governing the 
Exchangeable Notes. As a result, EVM paid $86.2 million to holders of the Exchangeable Notes who 
presented their Exchangeable Notes for exchange. The remaining Exchangeable Notes with a 
principal amount at maturity of $6,000 were redeemed for cash in the aggregate amount of $4,130. 

The redemption of the Exchangeable Notes resulted in a reduction in diluted shares outstanding on the 
redemption date of 3.2 million shares. The $9.8 million premium value of the shares in excess of the 
accreted value of the Exchangeable Notes paid in cash to Exchangeable Note holders was recorded as 
interest expense in the Company’s 2006 fiscal fourth quarter income statement, in addition to the write-
off of $1.5 million of related debt issuance costs. Approximately $2.6 million of the total premium value 
was not deductible for tax purposes. 
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Corporate Credit Facility 

The Company amended its revolving credit facility on August 13, 2007, increasing its borrowing 
capacity and extending the expiration of the facility to August 13, 2012. Under the amended facility, 
the Company may borrow up to $200.0 million at LIBOR-based rates of interest that vary depending 
on the level of usage of the facility and credit ratings of the Company. The facility agreement 
contains financial covenants with respect to leverage and interest coverage, and requires the Company 
to pay an annual commitment fee on any unused portion. Neither financial covenants nor fee rates 
were affected by the amendment.  As of October 31, 2007 and 2006, the Company had no borrowings 
outstanding under its revolving credit facility and was in compliance with all covenants. 

7.  Commitments and Contingencies 

In the normal course of business, the Company enters into agreements that include indemnities in favor 
of third parties, such as engagement letters with advisors and consultants, information technology 
agreements, distribution agreements and service agreements. The Company has also agreed to indemnify 
its directors, officers and employees in accordance with the Company’s Articles of Incorporation, as 
amended. Certain agreements do not contain any limits on the Company’s liability and, therefore, it is not 
possible to estimate the Company’s potential liability under these indemnities. In certain cases, the 
Company may have recourse against third parties with respect to these indemnities. Further, the 
Company maintains insurance policies that may provide coverage against certain claims under these 
indemnities.  

The Company and its subsidiaries are also subject to various legal proceedings. In the opinion of 
management, after discussions with legal counsel, the ultimate resolution of these matters would not have 
a material adverse effect on the consolidated financial condition or results of operations of the Company. 

The Company leases certain office space and equipment under noncancelable operating leases. Rent 
expense under these leases in 2007, 2006 and 2005 amounted to $9.6 million, $8.2 million and $6.8 
million, respectively. In September 2006, the Company signed a long-term lease to move the Company’s 
corporate headquarters to a new location in Boston, Massachusetts.  The lease will commence in May 
2009.  Future minimum lease commitments are as follows: 

Year Ending October 31, 
(in thousands)  Amount 
2008 $    10,406 
2009 11,926 
2010 13,508 
2011 13,190 
2012 – thereafter 149,841 
Total  $ 198,871 

In July 2006, the Company committed to invest $15.0 million in a private equity partnership that invests 
in companies in the financial services industry. The Company had invested $7.6 million of the total $15.0 
million of committed capital at October 31, 2007.  
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8. Stock-Based Compensation Plans 

Effective November 1, 2005, the Company adopted SFAS No. 123R, using the modified version of 
the retrospective transition method.  Using this transition method, the Company restated all prior 
period results on a basis consistent with the pro forma disclosures previously made under SFAS No. 
123. Upon the adoption of SFAS No. 123R under the modified retrospective method, the Company 
established a deferred tax asset of $21.3 million and increased retained earnings by $18.7 million. 

Under SFAS No. 123, the Company had previously made the election to recognize actual forfeitures 
when they occurred rather than estimate them at the grant date.   Under SFAS No. 123R, this election 
no longer exists.  The Company recognized a cumulative effect of a change in accounting principle of 
$0.6 million on November 1, 2005, the adoption date, in order to adjust for expected forfeitures in 
excess of actual forfeitures on all grants made prior to October 31, 2005. 

The Company recognized total compensation expense related to its stock-based compensation plans 
of $43.3 million, $36.3 million and $28.6 million for the years ended October 31, 2007, 2006 and 
2005, respectively.  The total income tax benefit recognized for stock-based compensation 
arrangements was $11.1 million, $10.0 million and $6.9 million for the years ended October 31, 2007, 
2006 and 2005, respectively.  

Stock Option Plan

The Company has a Stock Option Plan (the “1998 Plan”) administered by the Compensation 
Committee of the Board of Directors under which options to purchase shares of the Company’s Non-
Voting Common Stock may be granted to all eligible employees and are automatically granted to 
independent directors of the Company. No stock options may be granted under the 1998 Plan with an 
exercise price that is less than the fair market value of the stock at the time the stock option is granted. 
The options granted under the 1998 Plan expire five to ten years from the date of grant and options to 
employees vest over a five-year period as stipulated in each grant. The 1998 Plan contains provisions 
that, in the event of a change of control of the Company, may accelerate the vesting of awards. A total 
of 40.0 million shares have been reserved for issuance under the 1998 Plan. Through October 31, 
2007, options to purchase 37.8 million shares have been issued pursuant to the 1998 Plan. 

On October 24, 2007, the Board of Directors approved the 2007 Stock Option Plan (the “2007 Plan”).  
Options granted under the 2007 Plan expire ten years from the date of grant and vest over five years.  
The 2007 Plan contains provisions that, in the event of a change of control of the Company, may 
accelerate the vesting of awards.  No options may be granted under the 2007 Plan with an exercise 
price that is less than the fair market value of the stock at the time the stock option is granted.  A total 
of 4.0 million shares have been reserved for issuance under the 2007 Plan.  Through October 31, 2007 
no options have been issued pursuant to the 2007 Plan. 

The fair value of each stock option award is estimated on the date of grant using the Black-Scholes 
option valuation model. The Black-Scholes option valuation model incorporates assumptions as to 
dividend yield, volatility, an appropriate risk-free interest rate and the expected life of the option.  
Many of these assumptions require management’s judgment. The Company’s stock volatility 
assumption is based upon its historical stock price fluctuations. The Company has no reason to 
believe that its future stock price volatility will differ from the past.  The Company uses historical 
data to estimate option forfeiture rates. The expected term of options granted is derived using the 
simplified method in accordance with SEC Staff Accounting Bulletin No. 107 (“SAB 107”).  The 
simplified method under SAB 107 is applicable to grants of options made through December 31, 
2007.  Effective for grants subsequent to December 31, 2007, the Company will use an actual 
computation for the expected term of options granted.  The risk-free rate for periods within the 
contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of grant. 
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The weighted average fair values per share of stock options granted during the years ended October 
31, 2007, 2006 and 2005 using the Black-Scholes option pricing model were as follows:  

October 31, 
2007 2006 2005

Weighted average grant date fair value
   per share of options granted $9.62 $8.35 $7.98 

Assumptions: 
Dividend yield 1.1% to 1.5% 1.4% to 1.6% 1.61% 
Volatility 25% to 27% 27% to 30% 28%
Risk-free interest rate 4.6% to 4.8% 4.5% to 5.1% 4.6% 
Expected life of options 6.75 years 6.75 years 8.0 years 

Stock option transactions under the 1998 Plan and predecessor plans are summarized as follows: 

For the Year Ended October 31, 2007 

(share and intrinsic value figures in thousands) Shares

Weighted
Average
Exercise 

Price

Weighted
Average

Remaining
Contractual

Term

Aggregate
Intrinsic

Value
Options outstanding, beginning of period 25,640 $17.83 
Granted 4,557 30.43 
Exercised (2,176) 15.76 
Forfeited/Expired (442) 23.81 
Options outstanding, end of period 27,579 $19.99 6.2 $828,605 
Options exercisable, end of period 15,580 $16.41 5.1 $523,820 
Vested or expected to vest at October 31, 2007 27,099 $19.90 6.2 $816,414 

The Company received $33.0 million, $21.7 million and $12.0 million related to the exercise of 
options under the 1998 Plan for the years ended October 31, 2007, 2006 and 2005, respectively. 
Options exercised represent newly issued shares. The total intrinsic value of options exercised during 
the years ended October 31, 2007, 2006 and 2005 was $47.9 million, $44.5 million and $13.4 million, 
respectively. The total fair value of options that vested during the year ended October 31, 2007 was 
$39.7 million. 

The Company recorded compensation expense of $40.5 million, $34.2 million and $27.2 million for 
the years ended October 31, 2007, 2006 and 2005, respectively, relating to the 1998 Plan.  As of 
October 31, 2007, there was $62.7 million of compensation cost related to unvested options granted 
under the 1998 Plan not yet recognized. That cost is expected to be recognized over a weighted-
average period of 3.0 years.  

On November 1, 2007, the Company granted options for the purchase of an additional 3.3 million 
shares under the 2007 Plan at a price of $48.39. 
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Restricted Stock Plan 

The Company has a Restricted Stock Plan administered by the Compensation Committee of the 
Board of Directors under which restricted stock may be granted to key employees. Shares of the 
Company’s Non-Voting Common Stock granted under the plan are subject to restrictions on 
transferability and carry the risk of forfeiture, based in each case on such considerations as the 
Compensation Committee shall determine. Unless the Compensation Committee determines 
otherwise, restricted stock that is still subject to restrictions upon termination of employment shall be 
forfeited. Restrictions on shares granted lapse over the period ending five years from date of grant. A 
total of 2.0 million shares have been reserved under the plan. Through October 31, 2007, 0.9 million 
shares have been issued pursuant to this plan. 

In the years ended October 31, 2007, 2006 and 2005, 13,269, 40,209 and 45,546 shares, respectively, 
were issued pursuant to the plan at a weighted average grant date fair value of $45.22, $24.87 and 
$21.96 per share. Because these shares are contingently forfeitable, compensation expense is recorded 
over the forfeiture period. The Company recorded compensation expense of $1.0 million, $1.0 million 
and $0.8 million for the years ended October 31, 2007, 2006 and 2005, respectively, relating to shares 
issued pursuant to this plan. As of October 31, 2007, there was $2.2 million of compensation cost 
related to unvested awards not yet recognized. That cost is expected to be recognized over a weighted 
average period of 2.7 years. 

A summary of the Company's restricted stock activity for the year ended October 31, 2007 is 
presented below:

For the Year Ended October 31, 2007 
(share figures in thousands) 

Shares

Weighted
Average
Grant

Date Fair 
Value

Unvested, beginning of period 210 $19.79 
Granted 13 45.22 
Vested (45) 18.84 
Forfeited/expired - -
Unvested, end of period 178 $21.93 

On November 1, 2007, the Company granted 29,965 shares of restricted stock under the plan at a 
price of $48.39. 

Employee Stock Purchase Plan 

A total of 9.0 million shares of the Company’s Non-Voting Common Stock have been reserved for 
issuance under the Employee Stock Purchase Plan. The plan qualifies under Section 423 of the United 
States Internal Revenue Code and permits eligible employees to direct up to 15 percent of their 
salaries to a maximum of $12,500 per six-month offering period toward the purchase of Eaton Vance 
Corp. Non-Voting Common Stock at the lower of 90 percent of the market price of the Non-Voting 
Common Stock at the beginning or at the end of each six-month offering period. Through October 31, 
2007, 7.2 million shares have been issued pursuant to this plan. The Company recorded compensation  
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expense of $1.0 million, $0.6 million and $0.6 million for the years ended October 31, 2007, 2006 
and 2005, respectively, relating to the Employee Stock Purchase Plan. The Company received $3.3 
million, $2.9 million and $2.4 million related to shares issued under the Employee Stock Purchase 
Plan for the years ended October 31, 2007, 2006 and 2005 respectively. 

Incentive Plan – Stock Alternative 

A total of 4.8 million shares of the Company’s Non-Voting Common Stock have been reserved for 
issuance under the Incentive Plan – Stock Alternative. The plan permits employees and officers to 
direct up to half of their monthly and annual incentive bonuses toward the purchase of Non-Voting 
Common Stock at 90 percent of the average market price of the stock for five business days 
subsequent to the end of the offering period. Through October 31, 2007, 3.1 million shares have been 
issued pursuant to this plan. The Company received $5.6 million, $3.6 million and $2.6 million 
related to shares issued under the Incentive Plan – Stock Alternative for the years ended October 31, 
2007, 2006 and 2005, respectively. In accordance with SFAS 123R, the Company recorded 
compensation expense of $0.8 million and $0.5 million for the years ended October 31, 2007 and 
2006, respectively, relating to the Incentive Plan – Stock Alternative. The Company did not record 
any compensation cost related to this plan in fiscal 2005, as it was not subject to the provisions of 
SFAS No. 123. 

Stock Option Income Deferral Plan

The Company has established an unfunded, non-qualified Stock Option Income Deferral Plan. The 
Plan is intended to permit key employees to defer recognition of income upon exercise of non-
qualified stock options previously granted by the Company.  As of October 31, 2007, options to 
purchase 1.3 million shares have been exercised and placed in trust with the Company.  

Employee Loan Program

The Company has established an Employee Loan Program under which a program maximum of $10.0 
million is available for loans to officers (other than executive officers) and other key employees of the 
Company for purposes of financing the exercise of employee stock options. Loans are written for a 
seven-year period, at varying fixed interest rates (currently ranging from 2.8 percent to 6.3 percent), 
are payable in annual installments commencing with the third year in which the loan is outstanding, 
and are collateralized by the stock issued upon exercise of the option. Loans outstanding under this 
program are reflected as notes receivable from stock option exercises in shareholders’ equity and 
amounted to $2.3 million and $1.9 million at October 31, 2007 and 2006, respectively.  

The fair value of loans receivable has been determined by discounting expected future cash flows 
using management’s estimates of current market interest rates for such receivables. The fair value of 
these receivables approximates their carrying value (see Note 15). 

9.  Employee Benefit Plans 

Profit Sharing Retirement Plan

The Company has a profit sharing retirement plan for the benefit of substantially all employees. The 
Company has contributed $10.8 million, $9.9 million and $8.2 million for the years ended October 
31, 2007, 2006 and 2005, respectively, representing 15 percent of eligible employee compensation for 
each of the three years. 
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Savings Plan and Trust

The Company has a Savings Plan and Trust that is qualified under Section 401 of the Internal 
Revenue Code. All full-time employees who have met certain age and length of service requirements 
are eligible to participate in the plan. This plan allows participating employees to make elective 
deferrals up to the plan’s annual limits. The Company then matches each participant’s contribution on 
a dollar-for-dollar basis to a maximum of $1,040 per annum. The Company’s expense under the plan 
was $0.8 million, $0.6 million and $0.5 million for the years ended October 31, 2007, 2006 and 2005, 
respectively. 

Supplemental Profit Sharing Plan

The Company has an unfunded, non-qualified Supplemental Profit Sharing Plan whereby certain key 
employees of the Company may receive profit sharing contributions in excess of the amounts allowed 
under the profit sharing retirement plan. No employee may receive combined contributions in excess 
of $33,000 per annum related to the Profit Sharing Retirement Plan and the Supplemental Profit 
Sharing Plan. The Company’s expense under the supplemental plan for the years ended October 31, 
2007, 2006 and 2005 was $105,000, $77,000 and $55,000, respectively.  

10.  Common Stock 

All outstanding shares of the Company’s Voting Common Stock are deposited in a voting trust, the 
trustees of which have unrestricted voting rights with respect to the voting common stock. The trustees of 
the voting trust are all officers of the Company. Non-voting common shares do not have voting rights 
under any circumstances. 

In fiscal 2007, the Company issued approximately 99,000 shares of its Voting Common Stock and 
repurchased approximately 37,000 shares of its Voting Common Stock. 

The Company’s current share repurchase program was announced on October 24, 2007.  The Board 
authorized management to repurchase up to 8.0 million shares of its Non-Voting Common Stock on 
the open market and in private transactions in accordance with applicable securities laws.  The 
Company’s stock repurchase plan is not subject to an expiration date.   

In fiscal 2007, the Company purchased approximately 10.0 million shares of its Non-Voting 
Common Stock under previous share repurchase authorizations and 0.8 million shares under the 
current share repurchase authorization. Approximately 7.2 million additional shares may be 
repurchased under the current authorization. 

11. Income Taxes 

The provision for income taxes for the years ended October 31, 2007, 2006 and 2005 consists of the 
following: 

(in thousands) 2007 2006 2005
Current:
  Federal  $ 92,397  $102,297  $ 94,330 
  State 10,866 11,153 11,080 
Deferred: 
  Federal (9,063) (10,228) (12,976) 
  State (1,000) (977) (1,563)
Total  $ 93,200  $102,245  $ 90,871 
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Deferred income taxes reflect the expected future tax consequences of temporary differences between 
the carrying amounts and tax bases of the Company’s assets and liabilities.  The significant 
components of deferred income taxes are as follows: 

(in thousands) 2007 2006

Deferred tax assets: 
   Stock-based compensation  $ 33,899  $ 26,584 
   Deferred rent 676 838
   Differences between book and tax bases of investments 619 1,993
   Differences between book and tax bases of property 1,111 160
   Unrealized losses on derivative instruments 1,558 -
   Other 1,931 483
Total deferred tax asset  $ 39,794  $ 30,058 

Deferred tax liabilities: 
   Deferred sales commissions  $ (37,573)  $ (41,947) 
   Differences between book and tax bases of goodwill  
     and intangibles (8,858) (6,371)
   Unrealized net holding gains on investments (3,600) (2,584)
Total deferred tax liability $ (50,031)  $ (50,902)  
Net deferred tax liability $ (10,237)  $ (20,844) 

Deferred tax assets and liabilities are reflected on the Company’s Consolidated Balance Sheets at 
October 31, 2007 and 2006 as follows: 

(in thousands) 2007 2006

Net current deferred tax asset, included in other 
  current assets   $ 1,503  $ 1,676 
Net non-current deferred tax liability (11,740) (22,520)
Net deferred tax liability $ (10,237)  $ (20,844) 

A reconciliation from the U.S. Federal statutory income tax rate to the Company’s effective income 
tax rate for the years ended October 31, 2007, 2006 and 2005 is as follows: 

2007 2006 2005

Federal statutory rate 35.0% 35.0% 35.0% 
State and local income tax, net of 
  federal income tax benefit 2.7 2.5 2.9
Minority interest (0.9) (0.7) (0.8)
Stock-based compensation 1.9 1.2 1.6
Other 0.4 0.9 0.2
Effective income tax rate 39.1% 38.9% 38.9% 

The exercise of non-qualified stock options resulted in a reduction of taxes payable of approximately 
$9.9 million, $8.2 million and $3.5 million for the years ended October 31, 2007, 2006 and 2005, 
respectively. Such benefit has been reflected as a component of shareholders’ equity. 
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12. Derivative Financial Instruments 

In October 2007, the Company issued $500.0 million in aggregate principal amount of 6.5 percent 
ten-year senior notes due October 2017. In anticipation of the offering, the Company entered into an 
interest rate lock transaction with an aggregate notional amount of $200.0 million intended to hedge 
against movements in ten-year Treasury rates between the time at which the decision was made to 
issue the debt and the pricing of the securities. The prevailing Treasury rate declined to the time of the 
pricing of the securities, and the interest rate lock was settled for a payment by the Company of $4.5 
million. At termination, the interest rate lock was determined to be an effective cash flow hedge and 
the $4.5 million settlement cost was recorded as a loss in other comprehensive income, net of tax. 

The loss recorded in other comprehensive income will be reclassified to earnings as a component of 
interest expense over the term of the debt. During the fiscal year ended October 31, 2007, the 
Company reclassified $37,000 of the loss on the Treasury lock transaction into interest expense. At 
October 31, 2007, the remaining unamortized loss on this transaction was $4.4 million. During fiscal 
2008, the Company expects to reclassify approximately $0.4 million of the loss on the Treasury lock 
transaction into interest expense. 

In addition to the effective cash flow hedge described above, the Company entered into a second 
Treasury rate lock transaction with an aggregate notional amount of $200.0 million in anticipation of 
the issuance of senior notes with a maturity in excess of ten years. When it was determined that the 
Company would not issue senior notes with a maturity in excess of ten years, this interest rate lock 
was terminated and the net settlement of $6.7 million was recorded as a loss on investments in the 
Company’s Consolidated Statement of Income.  

13. Comprehensive Income 

Total comprehensive income is reported in the Consolidated Statements of Shareholders’ Equity and 
Comprehensive Income and is composed of net income and other comprehensive income (loss), net 
of tax.

The components of other comprehensive income (loss) at October 31, 2007, 2006 and 2005 are as 
follows:

(in thousands) 
Gross

Amount

Tax
(Expense)
or Benefit 

Net
Amount

2007
Net unrealized holding gains on available-for-sale securities  $ 2,615  $ (987)  $ 1,628 
Foreign currency translation adjustments   84   (30)   54 
Unamortized loss on derivative instruments   (4,430)   1,558   (2,872)
Other comprehensive income (loss)  $ (1,731)  $ 541  $ (1,190)
2006
Net unrealized holding gains on available-for-sale securities  $ 2,793  $ (1,039)  $ 1,754 
Foreign currency translation adjustments   99   (36)   63 
Other comprehensive income (loss)  $ 2,892  $ (1,075)  $ 1,817 
2005
Net unrealized holding gains on available-for-sale securities  $ 1,201  $ (441)  $ 760 
Foreign currency translation adjustments   (71)   23   (48)
Other comprehensive income (loss)  $ 1,130  $ (418)  $ 712 
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During the years ended October 31, 2007, 2006 and 2005, the Company reclassified gains of $2.9 
million, $4.1 million and $0.2 million, respectively, from other comprehensive income (loss) to net 
income as gains and losses were realized on the sale of available-for-sale securities. 

Accumulated other comprehensive income is reported in the Consolidated Statements of 
Shareholders’ Equity and Comprehensive Income. The components of accumulated other 
comprehensive income at October 31, 2007 and 2006 are as follows:

(in thousands) 2007 2006
Net unrealized gains on available-for-sale securities, net of tax $5,903 $4,275
Foreign currency translation adjustments, net of tax 162  108 
Unamortized loss on derivative instruments, net of tax (2,872) -
Total $3,193 $4,383 

14. Earnings Per Share

The following table provides a reconciliation of net income and common shares used in the earnings per 
basic share and earnings per diluted share computations for the years ended October 31, 2007, 2006 and 
2005:

(in thousands, except per share data) 2007 2006 2005
Net income – basic   $142,811  $159,377  $138,706 
Interest adjustment related to contingently 
  convertible debt, net of tax   -  1,512  740 
Net income – diluted  $142,811  $160,889  $139,446 

Weighted average shares outstanding – basic  124,527  127,807  131,591 
Incremental common shares from stock 
  options and restricted stock awards  10,725  6,726  5,741 
Incremental common shares related to contingently 
  convertible debt  -  2,471  3,188 
Weighted average shares outstanding – diluted  135,252  137,004  140,520 
Earnings per share: 
   Basic  $1.15  $1.25  $1.05 
   Diluted  $1.06  $1.17  $0.99 

The Company uses the treasury stock method to account for the dilutive effect of unexercised stock 
options and unvested restricted stock in earnings diluted per share. Antidilutive incremental common 
shares related to stock options excluded from the computation of earnings per share were 73,700, 
140,000, and 63,000 for the years ended October 31, 2007, 2006 and 2005, respectively.  
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15. Fair Value of Financial Instruments 

The following is a summary of the carrying amounts and estimated fair values of the Company’s 
financial instruments at October 31, 2007 and 2006: 

2007 2006

(in thousands) 
Carrying 

Value Fair Value 
Carrying 

Value Fair Value 
Short-term investments: 
   Sponsored fund  $ 50,183  $ 50,183  $ -  $ - 
   Investment in affiliate - - 20,669 20,669
Long-term investments: 
   Debt securities 770 770 761 761
   Equity securities 14,368 14,368 12,775 12,775
   Sponsored funds   34,764   34,764   36,483   36,483 
   Collateralized debt obligation 
      entities 18,962 18,962 9,105 9,105
    Investments in affiliates 16,297 16,297 13,006 13,006
    Other investments 950 950 945 945
   Total  $ 136,294  $ 136,294  $ 93,744  $ 93,744 
Notes receivable from stock option 
     exercises  $ 2,342  $ 2,342  $ 1,891  $ 1,891 
Long-term debt  $ 500,000  $ 510,806  $ -  $ - 

Assumptions used in the determination of fair value have been described in Notes 4, 6 and 8. 

16. Regulatory Requirements 

Eaton Vance Distributors, Inc. (“EVD”), a wholly owned subsidiary of the Company and principal 
underwriter of the Eaton Vance Funds, is subject to the Securities and Exchange Commission uniform 
net capital rule (Rule 15c3-1), which requires the maintenance of minimum net capital. For purposes 
of this rule, EVD had net capital of $31.1 million, which exceeds its minimum net capital requirement 
of $1.7 million at October 31, 2007. The ratio of aggregate indebtedness to net capital at October 31, 
2007 was 0.83-to-1. 

17. Concentration of Credit Risk and Significant Relationships 

Financial instruments that potentially subject the Company to concentrations of credit risk consist 
primarily of cash and cash equivalents held. The Company maintains cash and cash equivalents with 
various financial institutions. Cash deposits maintained at a financial institution may exceed the 
federally insured limit.  
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The following portfolio and related funds provided over 10 percent of the total revenue of the Company: 

For the Years Ended October 31, 
(dollar figures in thousands) 2007 2006 2005

Tax-Managed Growth Portfolio and related 
 funds:

Investment advisory and administration 
fees, underwriting commissions, 
distribution plan payments, contingent 
deferred sales charges and service fees $204,433 $192,109 $190,461 

Percent of revenue 18.9% 22.2% 25.3%

18. Comparative Quarterly Financial Information (Unaudited) 

2007
First

(in thousands, except per share data) 

2006

(in thousands, except per share data) 
First

Quarter
Second
Quarter

Third
Quarter

Fourth
Quarter

Full
Year

Total revenue(1)  $206,540  $211,796  $216,575  $227,283  $862,194 
Operating income   $ 64,079  $ 60,617  $ 67,885  $ 72,385  $264,966 
Net income   $ 39,131  $ 39,900  $ 41,819  $ 38,527  $159,377 
Earnings per share:

Basic  $ 0.30  $ 0.31  $ 0.33   $ 0.30  $ 1.25 
Diluted  $ 0.28  $ 0.29  $ 0.31  $ 0.29  $ 1.17 

Quarter
Second
Quarter

Third
Quarter

Fourth
Quarter

Full
Year

Total revenue  $243,176  $260,184  $ 286,932  $293,808  $1,084,100 
Operating income  $ 1,997  $ 36,292  $ 88,858  $105,790  $   232,937 
Net income   $ 2,559  $ 23,093  $ 55,776  $ 61,383  $   142,811 
Earnings per share: 

Basic  $ 0.02  $ 0.18  $ 0.45  $ 0.51  $ 1.15 
Diluted  $ 0.02  $ 0.17  $ 0.41  $ 0.47  $ 1.06 

(1) Certain amounts from prior quarters have been reclassified to conform to the current quarter 
presentation.  See footnote 1 for further discussion of this change.
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Report of Independent Registered Public Accounting Firm  

To the Board of Directors and Shareholders of Eaton Vance Corp.: 

We have audited the accompanying consolidated balance sheets of Eaton Vance Corp. and subsidiaries 
(the “Company”) as of October 31, 2007 and 2006, and the related consolidated statements of income, 
shareholders’ equity and comprehensive income, and cash flows for each of the three years in the period 
ended October 31, 2007. These financial statements are the responsibility of the Company's management.  
Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States).  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of Eaton Vance Corp. and subsidiaries as of October 31, 2007 and 2006, and the results of their 
operations and their cash flows for each of the three years in the period ended October 31, 2007, in 
conformity with accounting principles generally accepted in the United States of America. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the effectiveness of the Company's internal control over financial reporting as of 
October 31, 2007, based on the criteria established in Internal Control—Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated December 
20, 2007 expressed an unqualified opinion on management's assessment of the effectiveness of the 
Company's internal control over financial reporting and an unqualified opinion on the effectiveness of the 
Company's internal control over financial reporting. 

DELOITTE & TOUCHE LLP 

Boston, Massachusetts 
December 20, 2007 
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Winthrop H. Smith, Jr.(1,2,3)
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Officers

Thomas E. Faust Jr.
Chairman and Chief Executive Officer 

Duncan W. Richardson
Executive Vice President 
and Chief Equity Investment Officer

Jeffrey P. Beale
Vice President 
and Chief Administrative Officer

Laurie G. Hylton
Vice President 
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Vice President and Secretary

John E. Pelletier
Vice President 
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INVESTOR INFORMATION

Eaton Vance Corp. and Form 10-K

Eaton Vance Corp. has filed an Annual 

Report on Form 10-K with the Securities and

Exchange Commission for the 2007 fiscal year.

For a copy of that Report, which is available free

of charge to shareholders of Eaton Vance Corp.

upon request, or other information regarding the

Company, please contact:

Robert J. Whelan 

Chief Financial Officer

Eaton Vance Corp.

The Eaton Vance Building

255 State Street

Boston, MA 02109

(617) 482-8260

The foregoing Report and other information

about Eaton Vance Corp. are also available on

the Company’s website: www.eatonvance.com.

The Company has included as Exhibit 31 to its

Annual Report on Form 10-K for fiscal year

2007 certificates of the Chief Executive Officer

and Chief Financial Officer of the Company

certifying the quality of the Company’s public

disclosure. The Company has submitted to the

New York Stock Exchange a certificate of the

Chief Executive Officer certifying that he is not

aware of any violation by the Company of

New York Stock Exchange corporate

governance listing standards.

Transfer Agent and Registrar

Computershare Investor Services is the

Transfer Agent and Registrar for the

Company’s common stock and maintains

shareholder accounting records. The Transfer

Agent should be contacted regarding

changes in address, name or ownership, lost

certificates and consolidation of accounts.

When corresponding with the Transfer Agent,

shareholders should state the exact name(s) 

in which the stock is registered and the

certificate number, as well as other pertinent

account information. 

Please contact:

Computershare Investor Services

P.O. Box 43078

Providence, RI 02940-3078

(877) 282-1168

www.computershare.com

Independent Registered 
Public Accounting Firm

Deloitte & Touche LLP

200 Berkeley Street

Boston, MA 02116

(617) 437-2000
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