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Market Perspective

By Enrique Chang, Chief Investment Officer, American Century Investments

The U.S. stock market posted negative returns for the six
months ended June 30, 2010, with the bulk of the decline
occurring over the last two months of the period as investor
sentiment shifted dramatically.

Stocks began 2010 on a positive note, gaining ground in
the first four months of the year and extending the broad
market rally that began in March 2009. Investors cheered
the improving U.S. economy, which appeared to remain on a gradual path
to recovery following the severe recession in late 2008 and early 2009.
Emerging evidence of recovery included increased manufacturing activity,
a pickup in consumer spending, and signs of stabilization in the housing
sector. In addition, corporate earnings continued to exceed expectations

as many companies were able to boost profit margins thanks to aggressive
cost-cutting measures.

However, market conditions changed abruptly toward the end of April

as persistent worries about sovereign debt problems in Europe and ques-
tions about the sustainability of the domestic economic recovery (validated
to some degree by weaker economic data late in the period) weighed on
investor confidence. Consequently, the equity market peaked in late April
and then reversed direction in May and June. In addition, market volatility
increased dramatically—the S&P 500 Index moved up or down by more
than 1% on nearly half of the trading days in the second quarter of 2010.

The decline over the last two months of the period erased the market’s
gains from earlier in the year, resulting in negative returns overall for the
six-month period. Although stocks fell across the board in the first half

of 2010 (see the table below), small-cap stocks held up the best, while
large-cap shares suffered the biggest losses. Meanwhile, value issues
outperformed their growth-oriented counterparts across all market capital-
izations. The financials sector, which is by far the heaviest sector weighting
in most value indices, was among the better-performing sectors in the stock
market during the six-month period. In contrast, most growth indices are
dominated by the information technology sector, which was one of the
weaker-performing sectors in the market.

U.S. Stock Index Returns

For the six months ended June 30, 2010*

Russell 1000 Index (Large-Cap) -6.40% Russell 2000 Index (Small-Cap) -195%
Russell 1000 Value Index -5.12% Russell 2000 Value Index -1.64%
Russell 1000 Growth Index -165% Russell 2000 Growth Index -2.31%
Russell Midcap Index -2.06% “Total returns for periods less than one year are not annualized.
Russell Midcap Value Index -0.88%

Russell Midcap Growth Index -3.31%




VP Mid Cap Value

Total Returns as of June 30, 2010

Average Annual Returns

Ticker Since Inception

Symbol 6 months® 1 year 5years Inception Date
Class 11 AVMTX -1.971% 23.68% 3.60% 590%  10/29/04
Russell Midcap Value Index - -0.88% 2891% 0.1% 3.45% -
Class | AVIPX -1.82% 23.86% 3.11% 4.72% 12/1/04

(1) Total returns for periods less than one year are not annualized.

The performance information presented does not include charges and deductions imposed by the insurance company separate account
under the variable annuity or variable life insurance contracts. The inclusion of such charges could significantly lower performance.
Please refer to the insurance company separate account prospectus for a discussion of the charges related to insurance contracts.

Data presented reflect past performance. Past performance is no guarantee of future results. Gurrent performance may be higher

or lower than the performance shown. Investment return and principal value will fluctuate, and redemption value may he more or less
than original cost, To obtain performance data current to the most recent month end, please call 1-800-345-6488. International
investing involves special risks, such as political instability and currency fluctuations.

Unless otherwise indicated, performance reflects Class |1 shares; performance for other share classes will vary due to differences in fee
structure. For information about other share classes available, please consult the prospectus. Data assumes reinvestment of dividends
and capital gains, and none of the charts reflect the deduction of taxes that a shareholder would pay on fund distributions or the
redemption of fund shares. Returns for the index are provided for comparison. The fund’s total returns include operating expenses (such
as transaction costs and management fees) that reduce returns, while the total returns of the index do not.



Growth of $10,000 Over Life of Class

$10,000 investment made October 29, 2004

$18,000

$16,000

$14,000 / \

$12,000 | e —~—_| /
$10,000 e

$8,000

$6,000

2005* 2006 2007 2008 2009 2010
Value on June 30, 2010

m— (lass || — $13,844
Russell Midcap Value Index — $12,122

*From 10/29/04, Class II's inception date. Not annualized.

Total Annual Fund Operating Expenses

Class | Class Il

1.01% 1.16%

The total annual fund operating expenses shown is as stated in the fund's prospectus current as of the date of this report. The
prospectus may vary from the expense ratio shown elsewhere in this report because it is based on a different time period, includes
acquired fund fees and expenses, and, if applicable, does not include fee waivers or expense reimbursements.

Data presented reflect past performance. Past performance is no guarantee of future results. Current performance may be higher

or lower than the performance shown. Investment return and principal value will fluctuate, and redemption value may be more or less
than original cost. To obtain performance data current to the most recent month end, please call 1-800-345-6488. International
investing involves special risks, such as political instability and currency fluctuations.

Unless otherwise indicated, performance reflects Class Il shares; performance for other share classes will vary due to differences in fee
structure. For information about other share classes available, please consult the prospectus. Data assumes reinvestment of dividends
and capital gains, and none of the charts reflect the deduction of taxes that a shareholder would pay on fund distributions or the
redemption of fund shares. Returns for the index are provided for comparison. The fund’s total returns include operating expenses (such
as transaction costs and management fees) that reduce returns, while the total returns of the index do not.



Portfolio Commentary
VP Mid Cap Value

Portfolio Managers: Kevin Toney, Michael Liss, and Phil Davidson

Performance Summary

VP Mid Cap Value declined -1.82%* for the six months ended June 30, 2010.
By comparison, the average return for Morningstar’s Mid Cap Value
category** (its performance, like VP Mid Cap Value’s, reflects operating
expenses) was -2.67%. The portfolio’s benchmark, the Russell Midcap Value
Index, was down -0.88%. Its returns do not include operating expenses.

The stock market extended its winning streak at the beginning of the semi-
annual period (as described in the Market Perspective on page 2). Economic
conditions appeared to improve despite persistently high unemployment,
and corporate earnings came in stronger than expected. However, in a
reversal of the low-quality rally that began in March 2009, stocks dropped
sharply during the second calendar quarter as investors, unsettled by

the debt crisis in Europe and softer-than-expected U.S. economic news,

fled into defensive investments such as U.S. Treasuries and gold. In this
environment, value stocks beat their growth counterparts across the capital-
ization spectrum. VP Mid Cap Value was hampered by its positions in the
financials and consumer discretionary sectors. The utilities, industrials, and
materials sectors contributed to performance.

Financials Slowed Progress

In financials, the strongest sector in the benchmark, VP Mid Cap Value was
hindered by its underweight in commercial banks, especially its lack of
exposure to Fifth Third Bancorp, KeyCorp, SunTrust Banks, and Regions
Financial Corp.—all of which were up in the benchmark.

An overweight in the capital markets segment also dampened results. A
significant detractor was money manager and custodial bank State Street
Corp. State Street has been negatively impacted by historically low interest
rates. Investors also seemed concerned about the diminished profitability of
the company’s securities lending and foreign exchange businesses as well
as potential litigation surrounding its foreign exchange business.

On the positive side, financials was the source of key contributor Piedmont
Office Realty Trust. Piedmont is a real estate investment trust (REIT) that
specializes in high-quality office buildings primarily in central business
districts and suburban locations, leasing mainly to high-credit-quality
tenants. We added the stock to the portfolio during its initial public offering
(IPO) because of the company’s attractive book of assets, solid balance
sheet, and discounted valuation.

* Al fund returns referenced in this commentary are for Class | shares. Total returns for periods less than one year are not annualized.

**The average returns for the periods ended June 30, 2010, for Morningstar's Mid Cap Value category were 23.76% and 0.41% for the one- and
five-year periods and 2.48% since the fund's inception. ©2010 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is
proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or
timely. Neither Moringstar nor its content providers are responsible for any damages or losses arising from any use of this information.

]



Consumer Discretionary Detracted

Security selection in the consumer discretionary sector was a drag on rela-
tive results. In particular, VP Mid Cap Value was hampered by investments
among hotel, restaurant, and leisure stocks. A key detractor was Speedway
Motorsports. During the recession, the racetrack operator struggled with
lower attendance at NASCAR events and a decline in corporate sponsor-
ship. Management has also been unable to cut costs enough to offset the
weaker demand.

Consumer discretionary was also the source of top detractor Lowe’s
Companies. Although the home-improvement retailer reported a strong
first quarter with better comparable store sales and stabilizing trends in big
ticket sales, the stock performed poorly near the end of the period as general
concerns about consumer spending and the housing market resurfaced.

Utilities Boosted Results

Security selection in the utilities sector contributed to relative results. The
portfolio benefited from our preference for regulated utilities, which have
stable business models and held up well during the market decline. VP Mid
Cap Value also held no independent power producers, primarily because of
their financial and operating volatility. The segment declined nearly 18% in
the Russell Midcap Value Index.

Industrials, Materials Provided Top Contributors

The industrials sector was the source of notable contributor Republic
Services. Waste management companies weathered the recession well due
to their stable business models and strong cash flow generation. Republic
Services has also successfully cut costs as part of its merger with Allied
Waste Industries, and its disciplined pricing strategy coupled with a nascent
recovery in business volume has boosted the profits of this well-run company.

In materials, VP Mid Cap Value benefited from an investment in Newmont
Mining Corp., a higher-quality mining company. Newmont’s new manage-
ment team continues to execute well on its strategic and operating plan. In

addition, when gold prices rise, the company’s profitability increases.

Outlook

We continue to follow our disciplined, bottom-up process, selecting compa-
nies one at a time for the portfolio. As of June 30, 2010, we see opportunity
in industrials and health care stocks, reflected by overweight positions in
these sectors relative to the benchmark. Fundamental analysis and valua-
tion work have led to smaller relative weightings in financials, utilities, and
energy stocks.



Top Ten Holdings

% of net assets

as of 6/30/10
Republic Services, Inc. 3.2%
Northern Trust Corp. 2.1%
Imperial Oil Ltd. 26%
Lowe’s Cos., Inc. 2.5%
Aon Corp. 24%
Kimberly-Clark Corp. 2.3%
Marsh & McLennan Cos., Inc. 2.1%
Zimmer Holdings, Inc. 21%
CGonAgra Foods, Inc. 1.9%
Chubb Corp. (The) 1.9%

Top Five Industries

% of net assets

as of 6/30/10
Insurance 13.4%
0il, Gas & Consumable Fuels 18%
Commercial Services & Supplies 6.0%
Electric Utilities 5.9%
Capital Markets 51%

Types of Investments in Portfolio

% of net assets
as of 6/30/10

Domestic Common Stocks
Foreign Common Stocks™
Total Common Stocks
Temporary Cash Investments
Other Assets and Liabilities

92.3%
6.1%

98.4%

0.9%
0.7%

*Includes depositary shares, dual listed securities and foreign ordinary shares.



Shareholder Fee Example (Unaudited)

Fund shareholders may incur two types of costs: (1) transaction costs,
including sales charges (loads) on purchase payments and redemption/
exchange fees; and (2) ongoing costs, including management fees; distri-
bution and service (12b-1) fees; and other fund expenses. This example

is intended to help you understand your ongoing costs (in dollars) of
investing in your fund and to compare these costs with the ongoing cost of
investing in other mutual funds.

The example is based on an investment of $1,000 made at the beginning of the
period and held for the entire period from January 1, 2010 to June 30, 2010.

Actual Expenses

The table provides information about actual account values and actual
expenses for each class. You may use the information, together with the
amount you invested, to estimate the expenses that you paid over the
period. First, identify the share class you own. Then simply divide your
account value by $1,000 (for example, an $8,600 account value divided by
$1,000 = 8.6), then multiply the result by the number under the heading
“Expenses Paid During Period” to estimate the expenses you paid on your
account during this period.

Hypothetical Example for Comparison Purposes

The table also provides information about hypothetical account values and
hypothetical expenses based on the actual expense ratio of each class of your
fund and an assumed rate of return of 5% per year before expenses, which

is not the actual return of a fund’s share class. The hypothetical account
values and expenses may not be used to estimate the actual ending account
balance or expenses you paid for the period. You may use this information
to compare the ongoing costs of investing in your fund and other funds.

To do so, compare this 5% hypothetical example with the 5% hypothetical
examples that appear in the shareholder reports of the other funds.

Please note that the expenses shown in the table are meant to highlight your
ongoing costs only and do not reflect any transactional costs, such as sales
charges (loads) or redemption/exchange fees. Therefore, the table is useful
in comparing ongoing costs only, and will not help you determine the rela-
tive total costs of owning different funds. In addition, if these transactional
costs were included, your costs would have been higher.

Beginning Ending Expenses Paid
Account Value Account Value During Period* Annualized
11110 6/30/10 1/1/10 - 6/30/10  Expense Ratio*

Actual

Class | $1,000 $981.80 $5.11 1.04%
Class Il $1,000 $980.30 $5.79 1.18%
Hypothetical

Class | $1,000 $1,019.64 $5.21 1.04%
Class Il $1,000 $1,018.94 $5.91 1.18%

*Expenses are equal to the class's annualized expense ratio listed in the table above, multiplied by the average account value over the period,
multiplied by 181, the number of days in the most recent fiscal half-year, divided by 365, to reflect the one-half year period.



Schedule of Investments
VP Mid Cap Value

JUNE 30, 2010 (UNAUDITED)

Shares Value Shares Value
Common Stocks — 98.4% :LEC,TR";"T',”L'ES ~59%
AEROSPACE & DEFENSE — 0.5% poerian Hect Fawer g0 63395
Northrap Grummn Gorp 12473 8 618080 ot prains Energy, Inc 0 693412
BEVERAGES — 0.5% IDACORP, Ic. 19075 634525
Coca-Cola Enterprises, Inc. 21,663 715,365 Northeast Utiites 51807 1320.042
CAPITAL MARKETS — 5.1% NV Energy, Inc 130300 1538883
Ameripise Financal, nc. 28081 VOWBD  poryang Goneral Eoctric Co. 62339 1,14260
Invesco Ltd 18120 5930 yegtar Energy, nc 89729 193304
Northern Trust Corp. 18,386 3,660,626 8.102.6%
State Street Corp. 4680 15818 ErCTRIGAL EQUIPMENT — 2.6% —
: 1018358 Emerson Elestio o, A0 1491256
CHEMICALS — 0.8% Hubbel, Inc., Class B 56159 2208951
"c";‘;?w'sET;;':"‘\“L“’g:;ll';" T 2006 TOABES gy e g Betts Com.) /IO 1200525
: Tecn Woodward Governor Co. 9,980 254,790
Comerica, Inc. 41184 1,131,787 5921522
Commerce Bancshares, Inc. M LB e P MENT INSTRUMENTS —
3072008 & COMPONENTS — 0.9%
COMMERGIAL SERVICES & SUPPLIES — 6.0% Molex, Inc. 68,131 1,242,710
Cintas Corp. 38,280 917572 ENERGY EQUIPMENT & SERVICES — 0.7%
Pitney Bowes, Inc. 54,350 1193526 Baker Hughes, Inc. 18,040 749,923
Republic Services, Inc. 146,509 4,355,712 Helmerich & Payne, Inc. 3,780 138,045
Waste Management, Inc. 51375 1,795,264 887,968
8262074 FooD PRODUCTS — 4.2%
COMMUNICATIONS EQUIPMENT — 0.7% Campbell Soup Co. 20,961 751,033
Emulex Corp.™ 106,340 976,201 ConAgra Foods, Inc. 111,058 2,589,872
COMPUTERS & PERIPHERALS — 0.5% H.J. Heinz Co. 47,650 2,059,433
Diebold, Inc. 26,869 732,180 Kellogg Co. 7320 368,196
CONSTRUCTION MATERIALS — 0.6% 5,168,534
Vulcan Materials Co. 19,190 841,098  GAS UTILITIES — 0.5%
CONTAINERS & PACKAGING — 1.8% Southwest Gas Corp. 22,215 657,113
Bemis Co., Inc. 62,173 1,678,671 HEALTH CARE EQUIPMENT & SUPPLIES — 4.6%
Sonoco Products Co. 26,480 807,110 Beckman Coulter, Inc. 31,887 1,922,467
2485781 Boston Scientific Corp.®) 124,181 720,250
DISTRIBUTORS — 14% CareFusion Corp.®) 14,855 337,208
GE"U'"GS Parts Co. - - 4;'”73 1896480 gy mmetry Medical, Inc.0 41,938 142021
DIVERSIFIED TELECOMMUNICATION . )
SERVICES — 2.1% Zimmer Holdings, Inc. 52,439 2,834,328
CenturyLink, Inc. 12,486 415,909 6,256,280
. HEALTH CARE PROVIDERS & SERVICES — 1.6%
Consolidated
Communications LifePoint Hospitals, Inc.( 39,813 1,250,128
Holdings, Inc. 40,020 680,740 Patterson Cos, Inc. 11,830 337,510
Qwest Communications Select Medical
International, Inc. 293,350 1,540,087 Holdings Corp.0 89,474 606,634
Windstream Corp. 20,000 211,200 2,194,212

2,847,936




Shares Value Shares Value

HOTELS, RESTAURANTS & LEISURE — 2.3% MEDIA — 1.0%
CEC Entertainment, Inc.( 33580 § 1,184,031 Omnicom Group, Inc. 28050 $ 962,115
International Speedway Scholastic Corp. 14,440 348,293
Corp., Class A 46,674 1,202,322 1310408
Speedway Motorsports, Inc. 58,750 796650  METALS & MINING — 1.1%

3,183,003 Newmont Mining Corp. 23,341 1,441,073
HOUSEHOLD DURABLES — 1.6% MULTI-UTILITIES — 3.8%
Fortune Brands, Inc. 34,890 1,366,330 pG&E Corp. 52,050 2,139,255
Toll Brathers, Inc. 46,130 154,687 Wisconsin Energy Corp. 40,218 2,040,661

211,677 Xcel Energy, Inc. 48,265 994,742
HOUSEHOLD PRODUCTS — 2.9% 5,174,658
Clorox Co. 12,390 710,162 QIL, GAS & CONSUMABLE FUELS — 7.8%
Kimberly-Clark Corp. 51,647 3,131,358 Devan Energy Corp. 24,130 1,470,000

3901,520  EQT Corp. 60,733 2,194,891
INDUSTRIAL CONGLOMERATES — 0.9% Imperial Oil Ltd. 98,680 3,594,800
Tyco International Ltd. 35,080 1,235,868 Murphy 0l Corp. 21620 1,368,571
INSURANCE — 13.4% Noble Energy, Inc. 11,550 696,812
ACE Ltd. 40,660 2,093,177 PAA Natural Gas
Allstate Corp. (The) 39,280 1,128514  Storage LP® 10,217 24341
Aon Corp. 87740 3256909  Ultra Petroleum Corp. 12,100 535,425
Chubb Corp. (The) 51,028 2551910 Williams Pipeline
Hartford Financial Services Partners LP 1210 938,166
Group, Inc. (The) 22,318 493,897 10,662,136
HCC Insurance PAPER & FOREST PRODUCTS — 1.5%
Holdings, Inc. 78,416 1,941,580 MeadWestvaco Corp. 22,120 504,384
Marsh & McLennan Weyerhaeuser Co. 43,331 1,525,251
Cos., Inc. 129,562 2,922,074 20295635
Symetra Financial Corp 0010 840480 perl ESTATE INVESTMENT TRUSTS (REITs) — 3.6%
Transatlantic Holdings, Inc. 29,7113 1,425,036 Annaly Capital
Travelers Cos., Inc. (The) 32,040 1577870 Management, Inc. 56,610 970,862

18,231,547 Boston Properties, Inc. 5,225 372,751
IT SERVICES —1.1% Government Properties
Accenture plc, Class A 18,690 722,369 Income Trust 40,313 1,028,788
Automatic Data HCP, Inc. 20,839 672,058
Processing, Inc. 18,090 768,963 Host Hotels & Resorts, Inc. 57331 712,822

1,490,832 piegmont Office Realty
LEISURE EQUIPMENT & PRODUCTS — 0.3% Trust, Inc., Class A 58,388 1,093,607
Mattel, Inc. 21,660 458,326 4,910,888
LIFE SCIENCES TOOLS & SERVICES — 0.1% SEMICONDUCTORS & SEMICONDUGTOR
Pharmaceutical Product EQUIPMENT — 2.5%
Development, Inc. 5,900 149919 Applied Materials, Inc. 167,820 2,017,196
MACHINERY — 2.9% KLA-Tencor Corp. 24,380 679,714
Altra Holdings, Inc.” 89,287 1,162,517 Verigy Ltd.® 71,740 675,561
Dover Corp. 4,393 183,584 3312411
Kaydon Corp. 63,606 2,090,093
Robbins & Myers, Inc. 24,310 528,499

3,964,693




Shares Value Shares Value
?"dFTWADREf 0.0% Temporary Cash Investments — 0.9%
Sa ence e3|g1;n JPMorgan U.S. Treasury
ystems, Inc.0) o650 § 565304 o Money ket Fund
Synapsys, Inc.() 26,730 557835 Agency Shares 89365 § 89,365
1123243 Repurchase Agreement, Goldman Sachs
SPECIALTY RETAIL — 4.2% Group, Inc., (collateralized by various
, U.S. Treasury obligations, 2.75%, 7/31/10,
L . Inc. 1 14
owe’s Cos, Inc 66,380 3397480 valued at $1,121,848), in a joint trading
PetSmart,Inc. N800 126218 goqunt at 0.01%, dated 6/30/10, due
Staples, Inc. 53,390 1017079 771/10 (Delivery value $1,100,000) 1,100,000
5670838  TOTAL TEMPORARY
THRIFTS & MORTGAGE FINANCE — 2.2% CASH INVESTMENTS
Hudson City Bancorp. Inc. gige0  103gg3  (Cost$1183365) 1,189,365
Northwest Bancshares, Inc. s saigls  grnLInESTE
People’s United (Cost $120,835,125) 135,542,250
Financial, Inc. 102,637 1,385,599 OTHER ASSETS
3016348 AND LIABILITIES — 0.7% 1,021,788
TOTAL COMMON STOCKS TOTAL NET ASSETS — 100.0% $136,564,038
(Cost $119,645,760) 134,352,885

Forward Foreign Currency Exchange Contracts

Contracts to Sell

Settlement Date

Value Unrealized Gain (Loss)

3,096,577 CAD for USD 1/30/10

(Value on Settlement Date $2,993,782)

Notes to Schedule of Investments

$2,908,304 $85,478

CAD = Canadian Dollar
USD = United States Dollar
(1) Non-income producing.

See Notes to Financial Statements.



Statement of Assets and Liahilities

JUNE 30, 2010 (UNAUDITED)

Assets

Investment securities, at value (cost of $120,835,125)
Receivable for investments sold

Receivable for capital shares sold

Receivable for forward foreign currency exchange contracts
Dividends and interest receivable

Liabilities

Payable for investments purchased
Payable for capital shares redeemed
Accrued management fees
Distribution fees payable

Net Assets

Net Assets Consist of:
Capital (par value and paid-in surplus)
Undistributed net investment income

Accumulated net realized loss on investment and foreign currency transactions
Net unrealized appreciation on investments and translation of assets and liabilities

in foreign currencies

$135,542,250
2,623,506
413932
85,478
376,810
139,101,976

2,298,117
102,621
115,101
22,099

2,531,938

$136,564,038

$203,398,579
16,920
(81,643,940)

14,792,479
$136,564,038

Shares outstanding

Net asset value per share

Net assets
Class I, $0.01 Par Value $41.919.31
Class II, $0.01 Par Value $94,644,667

$11.80
$11.80

See Notes to Financial Statements.



Statement of Operations

FOR THE SIX MONTHS ENDED JUNE 30, 2010 (UNAUDITED)

Investment Income (Loss)

Income:

Dividends (net of foreign taxes withheld of $10,123)
Interest

Expenses:

Management fees
Distribution fees - Class Il
Directors’ fees and expenses
Other expenses

Net investment income (loss)
Realized and Unrealized Gain (Loss)
Net realized gain (loss) on:
Investment transactions

Futures contract transactions
Foreign currency transactions

Change in net unrealized appreciation (depreciation) on:
Investments
Translation of assets and liabilities in foreign currencies

Net realized and unrealized gain (loss)

Net Increase (Decrease) in Net Assets Resulting from Operations

See Notes to Financial Statements.

$3,386,462
1,562

3,388,024

1,294,559
300,522
1,406
68,779
1,671,266

1,116,758

38,110,794
(4,475,322)
33,329

33,668,801

(33,791,691)
(13,387)

(33,805,078)
(136,217)

$1,580,481



Statement of Changes in Net Assets

SIX MONTHS ENDED JUNE 30, 2010 (UNAUDITED) AND YEAR ENDED DECEMBER 31, 2009

Increase (Decrease) in Net Assets 2010 2009
Operations
Net investment income (loss) $ 1,716,758 $ 4723123
Net realized gain (loss) 33,668,801 (11,012,245)
Change in net unrealized appreciation (depreciation) (33,805,078) 74,965,267
Net increase (decrease) in net assets resulting from operations 1,580,481 68,676,145
Distributions to Shareholders
From net investment income:
Class | (360,903) (1,218,475)
Class Il (1,350,888) (9,050,595)
Decrease in net assets from distributions (1,711,791) (10,269,070)
Capital Share Transactions
Net increase (decrease) in net assets from capital share transactions (163,315,636) (23,150,968)
Net increase (decrease) in net assets (163,446,946) 35,256,107
Net Assets
Beginning of period 300,010,984 264,754,871
End of period $136,564,038 $300,010,984
Undistributed net investment income $16,920 $11,953

See Notes to Financial Statements.




Notes to Financial Statements

JUNE 30, 2010 (UNAUDITED)

1. Organization and Summary of Significant Accounting Policies

Organization — American Century Variable Portfolios, Inc. (the corporation) is registered
under the Investment Company Act of 1940 (the 1940 Act) as an open-end management
investment company. VP Mid Cap Value Fund (the fund) is one fund in a series issued
by the corporation. The fund is diversified under the 1940 Act. The fund’s investment
objective is to seek long-term capital growth. The production of income is a secondary
objective. The fund pursues its objective by investing in stocks of medium-sized market
capitalization companies that management believes to be undervalued at the time of
purchase. The following is a summary of the fund’s significant accounting policies.

Multiple Class — The fund is authorized to issue Class I and Class II. The share classes
differ principally in their respective distribution and shareholder servicing expenses and
arrangements. All shares of the fund represent an equal pro rata interest in the net assets
of the class to which such shares belong, and have identical voting, dividend, liquidation
and other rights and the same terms and conditions, except for class specific expenses and
exclusive rights to vote on matters affecting only individual classes. Income, non-class
specific expenses, and realized and unrealized capital gains and losses of the fund are
allocated to each class of shares based on their relative net assets.

Security Valuations — Securities traded primarily on a principal securities exchange are
valued at the last reported sales price, or at the mean of the latest bid and asked prices
where no last sales price is available. Depending on local convention or regulation,
securities traded over-the-counter are valued at the mean of the latest bid and asked
prices, the last sales price, or the official close price. Investments in open-end management
investment companies are valued at the reported net asset value. Discount notes may be
valued through a commercial pricing service or at amortized cost, which approximates
fair value. Securities traded on foreign securities exchanges and over-the-counter markets
are normally completed before the close of business on days that the New York Stock
Exchange (the Exchange) is open and may also take place on days when the Exchange is
not open. If an event occurs after the value of a security was established but before the
net asset value per share was determined that was likely to materially change the net
asset value, that security would be valued as determined in accordance with procedures
adopted by the Board of Directors. If the fund determines that the market price of a
portfolio security is not readily available, or that the valuation methods mentioned above
do not reflect the security’s fair value, such security is valued as determined by the Board
of Directors or its designee, in accordance with procedures adopted by the Board of
Directors, if such determination would materially impact a fund’s net asset value. Certain
other circumstances may cause the fund to use alternative procedures to value a security
such as: a security has been declared in default; trading in a security has been halted
during the trading day; or there is a foreign market holiday and no trading will commence.

Security Transactions — For financial reporting purposes, security transactions are accounted
for as of the trade date. Net realized gains and losses are determined on the identified cost
basis, which is also used for federal income tax purposes.

Investment Income — Dividend income less foreign taxes withheld, if any, is recorded as
of the ex-dividend date. Interest income is recorded on the accrual basis and includes
accretion of discounts and amortization of premiums.



Foreign Currency Translations — All assets and liabilities initially expressed in foreign
currencies are translated into U.S. dollars at prevailing exchange rates at period end. The
fund may enter into spot foreign currency exchange contracts to facilitate transactions
denominated in a foreign currency. Purchases and sales of investment securities, dividend
and interest income, spot foreign currency exchange contracts, and certain expenses are
translated at the rates of exchange prevailing on the respective dates of such transactions.
For assets and liabilities, other than investments in securities, net realized and unrealized
gains and losses from foreign currency translations arise from changes in currency
exchange rates.

Net realized and unrealized foreign currency exchange gains or losses occurring during
the holding period of investment securities are a component of net realized gain (loss) on
investment transactions and net unrealized appreciation (depreciation) on investments,
respectively. Certain countries may impose taxes on the contract amount of purchases

and sales of foreign currency contracts in their currency. The fund records the foreign tax
expense, if any, as a reduction to the net realized gain (loss) on foreign currency transactions.

Repurchase Agreements — The fund may enter into repurchase agreements with institutions
that American Century Investment Management, Inc. (ACIM) (the investment advisor)
has determined are creditworthy pursuant to criteria adopted by the Board of Directors.
Each repurchase agreement is recorded at cost. The fund requires that the collateral,
represented by securities, received in a repurchase transaction be transferred to the
custodian in a manner sufficient to enable the fund to obtain those securities in the
event of a default under the repurchase agreement. ACIM monitors, on a daily basis, the
securities transferred to ensure the value, including accrued interest, of the securities
under each repurchase agreement is equal to or greater than amounts owed to the fund
under each repurchase agreement.

Joint Trading Account — Pursuant to an Exemptive Order issued by the Securities and
Exchange Commission, the fund, along with certain other funds in the American Century
Investments family of funds, may transfer uninvested cash balances into a joint trading
account. These balances are invested in one or more repurchase agreements that are
collateralized by U.S. Treasury or Agency obligations.

Income Tax Status — It is the fund’s policy to distribute substantially all net investment
income and net realized gains to shareholders and to otherwise qualify as a regulated
investment company under provisions of the Internal Revenue Code. The fund is no
longer subject to examination by tax authorities for years prior to 2006. At this time,
management believes there are no uncertain tax positions which, based on their technical
merit, would not be sustained upon examination and for which it is reasonably possible
that the total amounts of unrecognized tax benefits will significantly change in the next
twelve months. Accordingly, no provision has been made for federal or state income taxes.

Distributions to Shareholders — Distributions to shareholders are recorded on the ex-dividend
date. Distributions from net investment income, if any, are generally declared and

paid quarterly. Distributions from net realized gains, if any, are generally declared

and paid annually.

The book-basis character of distributions made during the year from net investment
income or net realized gains may differ from their ultimate characterization for federal
income tax purposes. These differences reflect the differing character of certain income
items and net realized gains and losses for financial statement and tax purposes, and may
result in reclassification among certain capital accounts on the financial statements.



As of December 31, 2009, the fund had accumulated capital losses of $(91,878,619), which
represent net capital loss carryovers that may be used to offset future realized capital
gains for federal income tax purposes. Future capital loss carryover utilization in any
given year may be subject to Internal Revenue Code limitations. Capital loss carryovers of
$(1,043,462), $(54,196,406) and $(36,638,751) expire in 2015, 2016 and 2017, respectively.

The fund has elected to treat $(403,720) of net foreign currency losses incurred in the
two-month period ended December 31, 2009, as having been incurred in the following
fiscal year for federal income tax purposes.

Indemnifications — Under the corporation’s organizational documents, its officers and
directors are indemnified against certain liabilities arising out of the performance of their
duties to the fund. In addition, in the normal course of business, the fund enters into
contracts that provide general indemnifications. The maximum exposure under these
arrangements is unknown as this would involve future claims that may be made against a
fund. The risk of material loss from such claims is considered by management to be remote.

Use of Estimates — The financial statements are prepared in conformity with accounting
principles generally accepted in the United States of America, which may require
management to make certain estimates and assumptions at the date of the financial
statements. Actual results could differ from these estimates.

Subsequent Events — In preparing the financial statements, management evaluated the
impact of events or transactions occurring through the date the financial statements were
issued that would merit recognition or disclosure.

2. Fees and Transactions with Related Parties

Management Fees — The corporation has entered into a Management Agreement with ACIM,
under which ACIM provides the fund with investment advisory and management services
in exchange for a single, unified management fee (the fee) per class. The Agreement
provides that all expenses of managing and operating the fund, except brokerage
expenses, taxes, interest, fees and expenses of the independent directors (including legal
counsel fees), and extraordinary expenses, will be paid by ACIM. The fee is computed and
accrued daily based on the daily net assets of the specific class of shares of the fund and
paid monthly in arrears. The effective annual management fee for each class for the six
months ended June 30, 2010, was 1.00% and 0.90% for Class I and Class II, respectively.

Distribution Fees — The Board of Directors has adopted the Master Distribution Plan (the
plan) for Class II, pursuant to Rule 12b-1 of the 1940 Act. The plan provides that Class

IT will pay American Century Investment Services, Inc. (ACIS) an annual distribution
fee equal to 0.25%. The fee is computed and accrued daily based on the Class II daily
net assets and paid monthly in arrears. The distribution fee provides compensation for
expenses incurred in connection with distributing shares of Class II including, but not
limited to, payments to brokers, dealers, and financial institutions that have entered into
sales agreements with respect to shares of the fund. Fees incurred under the plan during
the six months ended June 30, 2010, are detailed in the Statement of Operations.

Other Expenses — The fund’s total other expenses include the fees and expenses of the fund’s
independent directors and their legal counsel, interest, and other miscellaneous expenses.
A portion of these expenses was due to nonrecurring expenses paid by the fund. The
impact of total other expenses to the annualized ratio of operating expenses to average net
assets was 0.04% and 0.03% for Class I and Class II, respectively.



Related Parties — Certain officers and directors of the corporation are also officers and/

or directors of American Century Companies, Inc. (ACC), the parent of the corporation’s
investment advisor, ACIM, the distributor of the corporation, ACIS, and the corporation’s
transfer agent, American Century Services, LLC.

The fund is eligible to invest in a money market fund for temporary purposes, which is
managed by J.P. Morgan Investment Management, Inc. (JPMIM). The fund has a Mutual
Funds Services Agreement with J.P. Morgan Investor Services Co. (JPMIS) and a securities
lending agreement with JPMorgan Chase Bank (JPMCB). JPMCB is a custodian of the
fund. JPMIM, JPMIS and JPMCB are wholly owned subsidiaries of JPMorgan Chase & Co.
(JPM). JPM is an equity investor in ACC.

3. Investment Transactions

Purchases and sales of investment securities, excluding short-term investments, for the six
months ended June 30, 2010, were $207,914,561 and $373,005,427, respectively.

As of June 30, 2010, the composition of unrealized appreciation and depreciation of
investment securities based on the aggregate cost of investments for federal income tax
purposes was as follows:

Federal tax cost of investments $132,306,939
Gross tax appreciation of investments $7482846
Gross tax depreciation of investments (4,247,535)
Net tax appreciation (depreciation) of investments $3,235,311

The difference between book-basis and tax-basis cost and unrealized appreciation
(depreciation) is attributable primarily to the tax deferral of losses on wash sales.

4. Capital Share Transactions

Transactions in shares of the fund were as follows:

Six months ended June 30, 2010 Year ended December 31, 2009

Shares Amount Shares Amount
Class 1/Shares Authorized 100,000,000 100,000,000
Sold 1,003,300 $12,599,485 1,400,869 $14,296,1M
Issued in reinvestment of distributions 28,102 360,903 145,042 1,218,475
Redeemed (673,064) (8,397,469) (1,706,340) (16,135,481)
358,938 4,562,919 (160,429) (620,895)
Class 11/Shares Authorized 150,000,000 150,000,000
Sold 2,169,791 21,218,243 6,021,278 58,222,142
Issued in reinvestment of distributions 106,251 1,350,888 1,085,378 9,050,595
Redeemed (15,802,348) (196,507,686) (9,308,627) (89,802,810)
(13,526,306) (167,878,555) (2,201,971) (22,530,073)
Net increase (decrease) (13,167,368) $(163,315,636) (2,362,400) $(23,150,968)




5. Fair Value Measurements

The fund’s securities valuation process is based on several considerations and may use
multiple inputs to determine the fair value of the positions held by the fund. In conformity
with accounting principles generally accepted in the United States of America, the inputs
used to determine a valuation are classified into three broad levels as follows:

*Level 1 valuation inputs consist of unadjusted quoted prices in an active market for
identical securities;

e Level 2 valuation inputs consist of significant direct or indirect observable market data
(including quoted prices for similar securities, evaluations of subsequent market events,
interest rates, prepayment speeds, credit risk, etc.); or

¢ Level 3 valuation inputs consist of significant unobservable inputs (including a fund’s
own assumptions).

The level classification is based on the lowest level input that is significant to the fair
valuation measurement. The valuation inputs are not an indication of the risks associated
with investing in these securities or other financial instruments.

The following is a summary of the valuation inputs used to determine the fair value of
the fund’s securities and other financial instruments as of June 30, 2010. The Schedule of
Investments provides additional details on the fund’s portfolio holdings.

Level 1 Level 2 Level 3
Investment Securities
Domestic Common Stocks $126,031,142 -
Foreign Common Stocks 4,726,975 $3,594,768 -
Temporary Cash Investments 89,365 1,100,000 -
Total Vialue of Investment Securities $130,847482 $4,694,768 -
Other Financial Instruments
Total Unrealized Gain (Loss) on Forward Foreign Currency
Exchange Contracts - $85,478 -

6. Derivative Instruments

Equity Price Risk — The fund is subject to equity price risk in the normal course of pursuing
its investment objectives. A fund may enter into futures contracts based on an equity index
in order to manage its exposure to changes in market conditions. A fund may purchase
futures contracts to gain exposure to increases in market value or sell futures contracts to
protect against a decline in market value. Upon entering into a futures contract, a fund

is required to deposit either cash or securities in an amount equal to a certain percentage
of the contract value (initial margin). Subsequent payments (variation margin) are made
or received daily, in cash, by a fund. The variation margin is equal to the daily change

in the contract value and is recorded as unrealized gains and losses. A fund recognizes a
realized gain or loss when the contract is closed or expires. Net realized and unrealized
gains or losses occurring during the holding period of futures contracts are a component
of net realized gain (loss) on futures contract transactions and change in net unrealized
appreciation (depreciation) on futures contracts, respectively. One of the risks of entering
into futures contracts is the possibility that the change in value of the contract may not
correlate with the changes in value of the underlying securities. During the period, the fund
infrequently purchased equity price risk derivative instruments for temporary investment
purposes. The fund held no equity price risk derivative instruments at period end.



Foreign Currency Risk — The fund is subject to foreign currency exchange rate risk in the
normal course of pursuing its investment objectives. The value of foreign investments
held by a fund may be significantly affected by changes in foreign currency exchange
rates. The dollar value of a foreign security generally decreases when the value of the
dollar rises against the foreign currency in which the security is denominated and
tends to increase when the value of the dollar declines against such foreign currency.

A fund may enter into forward foreign currency exchange contracts to reduce a fund’s
exposure to foreign currency exchange rate fluctuations. The net U.S. dollar value

of foreign currency underlying all contractual commitments held by a fund and the
resulting unrealized appreciation or depreciation are determined daily using prevailing
exchange rates. Realized gain or loss is recorded upon the termination of the contract.
Net realized and unrealized gains or losses occurring during the holding period of
forward foreign currency exchange contracts are a component of net realized gain (loss)
on foreign currency transactions and change in net unrealized appreciation (depreciation)
on translation of assets and liabilities in foreign currencies, respectively. A fund bears
the risk of an unfavorable change in the foreign currency exchange rate underlying the
forward contract. Additionally, losses, up to the fair value, may arise if the counterparties
do not perform under the contract terms. The risk of loss from non-performance by

the counterparty may be reduced by the use of master netting agreements. The foreign
currency risk derivative instruments held at period end as disclosed on the Schedule of
Investments are indicative of the fund’s typical volume during the period.

Value of Derivative Instruments as of June 30, 2010

Asset Derivatives Liability Derivatives
Location on Statement Location on Statement
Type of Derivative  of Assets and Liabilities Value of Assets and Liabilities Value
Foreign Currency Risk Receivable for forward foreign Payable for forward foreign
currency exchange contracts $85,478 currency exchange contracts -

Effect of Derivative Instruments on the Statement of Operations for the Six Months Ended
June 30, 2010

Change in Net Unrealized

Net Realized Gain (Loss) Appreciation (Depreciation)

Location on Statement Location on Statement
Type of Derivative  of Operations Value of Operations Value
Equity Price Risk Net realized gain (loss) $(4,475,322) Change in net unrealized -

on futures contract appreciation (depreciation)

transactions on futures contracts
Foreign Currency Risk Net realized gain (loss) 18,31 Change in net unrealized $(11,802)

on foreign currency appreciation (depreciation)

transactions on translation of assets and

liabilities in foreign currencies
$(4,457,011) $(11,802)
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7. Interfund Lending

The fund, along with certain other funds in the American Century Investments family of
funds, may participate in an interfund lending program, pursuant to an Exemptive Order
issued by the Securities and Exchange Commission (SEC). This program provides an
alternative credit facility allowing the fund to borrow from or lend to other funds in the
American Century Investments family of funds that permit such transactions. Interfund
lending transactions are subject to each fund’s investment policies and borrowing and
lending limits. The interfund loan rate earned/paid on interfund lending transactions is
determined daily based on the average of certain current market rates. Interfund lending
transactions normally extend only overnight, but can have a maximum duration of seven
days. The program is subject to annual approval by the Board of Directors. During the six
months ended June 30, 2010, the fund did not utilize the program.

8. Risk Factors

There are certain risks involved in investing in foreign securities. These risks include those
resulting from future adverse political, social, and economic developments, fluctuations in
currency exchange rates, the possible imposition of exchange controls, and other foreign
laws or restrictions.

9. Corporate Event

As part of a long-standing estate and business succession plan established by ACC
Co-Chairman James E. Stowers, Jr., the founder of American Century Investments, ACC
Co-Chairman Richard W. Brown succeeded Mr. Stowers as trustee of a trust that holds

a greater-than-25% voting interest in ACC, the parent corporation of the fund’s advisor.
Under the 1940 Act, this is presumed to represent control of ACC even though it is less
than a majority interest. The change of trustee may technically be considered a “change
of control” of ACC and therefore also a change of control of the fund’s advisor even
though there has been no change to its management and none is anticipated. The “change
of control” resulted in the assignment of the fund’s investment advisory agreement.
Under the 1940 Act, an assignment automatically terminated such agreement, making the
approval of a new agreement necessary.

On February 18, 2010, the Board of Directors approved an interim investment advisory
agreement under which the fund will be managed until a new agreement is approved by
fund shareholders. On March 29, 2010, the Board of Directors approved a new investment
advisory agreement. The interim agreement and the new agreement are substantially
identical to the terminated agreements (with the exception of different effective and
termination dates) and will not result in changes in the management of American
Century Investments, the fund, its investment objectives, fees or services provided.

The new agreement for the fund was approved by shareholders at a Special Meeting of
Shareholders on June 16, 2010. The new agreement went into effect on July 16, 2010.

21



Financial Highlights

VP Mid Cap Value

Class |
For a Share Outstanding Throughout the Years Ended December 31 (except as noted)
20100 2009 2008 2007 2006 2005
Per-Share Data
Net Asset Value,
Beginning of Period $12.12 $9.78 $12.94 $13.49 $11.70 $n.an
Income From
Investment Operations
Net Investment
Income (Loss)® 0.09 0.19 0.23 0.18 0.19 0.20
Net Realized and
Unrealized Gain (Loss) (0.30) 2.55 (3.38) (0.48) 2.16 0.86
Total From
Investment Operations 0.21) 2.74 (3.15) (0.30) 2.35 1.06
Distributions
From Net
Investment Income 0.11) (0.40) (0.01) (0.10) (0.08) (0.10)
From Net Realized Gains - - - (0.15) (0.48) (0.47)
Total Distributions 1) (0.40) (0.01) (0.25) (0.56) (0.57)
Net Asset Value,
End of Period $11.80 $12.12 $9.78 $12.94 $13.49 $11.70
Total Return® (1.82)% 29.94% (24.35)% (2.31)% 20.30% 9.56%
Ratios/Supplemental Data
Ratio of Operating
Expenses to Average
Net Assets 1.04%® 1.01% 1.01% 1.00% 1.00% 1.02%
Ratio of Net Investment
Income (Loss) to Average
Net Assets 1.35%® 1.91% 1.88% 1.33% 1.50% 1.64%
Portfolio Turnover Rate % 112% 222% 195% 203% 225%
Net Assets, End of Period
(in thousands) $41,919 $38,122 $32,801 $40,056 $30,201 $2,493

(1) Six months ended June 30, 2010 (unaudited).
(2) Computed using average shares outstanding throughout the period.

(3) Total return assumes reinvestment of net investment income and capital gains distributions, if any. Total returns for periods less than one year
are not annualized. Total returns are calculated based on the net asset value of the last business day. The total return of the classes may not
precisely reflect the class expense differences because of the impact of calculating the net asset values to two decimal places. If net asset
values were calculated to three decimal places, the total return differences would more closely reflect the class expense differences. The
calculation of net asset values to two decimal places is made in accordance with SEC guidelines and does not result in any gain or loss of value
between one class and another.

(4) Annualized.

See Notes to Financial Statements.
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Class 11

For a Share Outstanding Throughout the Years Ended December 31 (except as noted)

20100 2009 2008 2007 2006 2005
Per-Share Data
Net Asset Value,
Beginning of Period $12.13 $9.17 $12.95 $13.49 $11.69 $11.21
Income From
Investment Operations
Net Investment
Income (Loss)®@ 0.07 0.18 0.20 0.16 0.16 0.16
Net Realized and
Unrealized Gain (Loss) (0.30) 2.56 3.37) (0.48) 2.18 0.87
Total From
Investment Operations (0.23) 2.74 @1 (0.32) 2.34 1.03
Distributions
From Net
Investment Income (0.10) (0.38) (0.01) (0.07) (0.06) (0.08)
From Net Realized Gains - - - (0.15) (0.48) (0.47)
Total Distributions (010 (0.38) (0.01) (0.22) (0.54) (0.55)
Net Asset Value,
End of Period $11.80 $12.13 $9.77 $12.95 $13.49 $11.69
Total Return® (1.97)% 29.80% (24.51)% (2.43)% 20.23% 9.31%
Ratios/Supplemental Data
Ratio of Operating
Expenses to Average
Net Assets 1.18%® 1.16% 1.16% 1.15% 1.15% 1.17%
Ratio of Net Investment
Income (Loss) to Average
Net Assets 1.21%® 1.76% 1.73% 1.18% 1.35% 1.49%
Portfolio Turnover Rate % 112% 222% 195% 203% 225%
Net Assets, End of Period
(in thousands) $94,645 $261,289 $231,954 $314,998 $21,470 $6,249

(1) Six months ended June 30, 2010 (unaudited).

(2) Computed using average shares outstanding throughout the period.

(3) Total return assumes reinvestment of net investment income and capital gains distributions, if any. Total returns for periods less than one year
are not annualized. Total returns are calculated based on the net asset value of the last business day. The total return of the classes may not
precisely reflect the class expense differences because of the impact of calculating the net asset values to two decimal places. If net asset
values were calculated to three decimal places, the total return differences would more closely reflect the class expense differences. The
calculation of net asset values to two decimal places is made in accordance with SEC guidelines and does not result in any gain or loss of value

between one class and another.
(4) Annualized.

See Notes to Financial Statements.
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Proxy Voting Results

A special meeting of shareholders was held on June 16, 2010, to vote on
the following proposals. Each proposal received the required number
of votes and was adopted. A summary of voting results is listed below
each proposal.

Proposal 1:

To elect one Director to the Board of Directors of American Century Vari-
able Portfolios, Inc. (the proposal was voted on by all shareholders of funds
issued by American Century Variable Portfolios, Inc.):

John R. Whitten For: 2,509,343,092
Withhold: 137,098,251
Abstain: 0
Broker Non-Vote: 0

The other directors whose term of office continued after the meeting include
Jonathan S. Thomas, Thomas A. Brown, Andrea C. Hall, James A. Olson,
Donald H. Pratt, and M. Jeannine Strandjord.

Proposal 2:

To approve a management agreement between the fund and American
Century Investment Management, Inc.:

Class | For: 36,140,953
Against: 122,987
Abstain: 2,322,306
Broker Non-Vote: 0
Class Il For: 262,042,817
Against: 7461,945
Abstain: 14,521515
Broker Non-Vote: 0
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Board Approval of Management Agreements

American Century Investment Management, Inc. (“ACIM” or the
“Advisor”) currently serves as investment advisor to the Fund under a
management agreement (the “Current Management Agreement”) that took
effect on July 16, 2010, following approval by the Fund’s Board of Direc-
tors (the “Board”) and shareholders. The Advisor previously served as
investment advisor to the Fund pursuant to a management agreement (the
“Prior Management Agreement”) and an interim management agreement
(the “Interim Management Agreement”). The Interim Management Agree-
ment terminated in accordance with its terms on July 16, 2010, upon the
effectiveness of the Current Management Agreement. The Prior Manage-
ment Agreement terminated on February 16, 2010, as a result of a change
of control of the Advisor’s parent company, American Century Companies,
Inc. (“ACC”). The change in control occurred as the result of a change in the
trustee of a trust created by James E. Stowers, Jr., the founder of American
Century Investments, which holds shares representing a significant interest
in ACC stock. Mr. Stowers previously served as the trustee of the trust.

On February 16, 2010, Richard W. Brown, Co-Chairman of ACC with Mr.
Stowers, became the trustee in accordance with the terms of the trust and
Mr. Stowers’ long-standing estate and succession plan.

On February 18, 2010, the Board approved the Interim Agreement in
accordance with Rule 15a-4 under the Investment Company Act to ensure
continued management of the Fund by the Advisor after the termination
of the Prior Agreement and until shareholder approval of the Current
Management Agreement as required under the Act. The Board approved
the Current Agreement and recommended its approval to shareholders.
Fund shareholders approved the Current Agreement at a meeting held on
June 16, 2010.

The Interim Agreement and the Current Agreement are substantially
identical to the Prior Agreement except for their effective dates and the
termination provisions of the Interim Agreement. Under the Current
Agreement, the Advisor will provide the same services as provided by the
Adpvisor, be subject to the same duties, and receive the same compensation
rate as under the Prior Agreement.

Basis for Board Approval of Interim Agreement

In considering the approval of the Interim Agreement, Rule 15a-4 requires
the Board to approve the contract within ten business days of the termina-
tion of the prior agreement and to determine that the compensation to be
received under the interim agreement is no greater than would have been
received under the corresponding prior agreement. In connection with
the approval, the Board noted that it oversees on a continuous basis and
evaluates at its quarterly meetings, directly and through the committees
of the Board, the nature and quality of significant services provided by the
Advisor, the investment performance of the Fund, shareholder services,
audit and compliance functions and a variety of other matters relating to
the Fund'’s operations.

In evaluating the Interim Agreement, the Board, assisted by the advice of
its independent legal counsel, considered a number of factors in addition
to those required by the rule with no one factor being determinative to
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its analysis. Among the factors considered by the Board were the circum-
stances and effect of the change of control, the fact that the Advisor will
provide the same services and receive the same compensation rate as

under the Prior Agreement, and that the change of control did not result

in a change of the personnel managing the Fund. Upon completion of its
analysis, the Board approved the Interim Agreement, determining that the
continued management of the Fund by the Advisor was in the best interests
of the Fund and Fund shareholders.

Basis for Board Approval of Current Agreement

At a meeting held on March 29, 2010, after considering all information
presented, the Board approved, and determined to recommend that share-
holders approve, the Current Agreement. In connection with that approval,
the Board requested and reviewed extensive data and information compiled
by the Advisorand certain independent providers of evaluation data
concerning the Fund and services provided to the Fund. The Board over-
sees on a continuous basis and evaluates at its quarterly meetings, directly
and through the committees of the Board, the nature and quality of signifi-
cant services provided to the Fund, the investment performance of the
Fund, shareholder services, audit and compliance functions and a variety of
other matters relating to the Fund’s operations. The information considered
and the discussions held at the meetings included, but were not limited to:

¢ the nature, extent and quality of investment management, shareholder
services and other services provided to the Fund;

¢ the wide range of programs and services provided to the Fund and its
shareholders on a routine and non-routine basis;

e the compliance policies, procedures, and regulatory experience of
the Advisor;

¢ data comparing the cost of owning the Fund to the cost of owning
similar funds;

e the fact that there will be no changes to the fees, services, or personnel
who provide such services as compared to the Prior Agreement;

* data comparing the Fund'’s performance to appropriate benchmarks and/
or a peer group of other mutual funds with similar investment objectives
and strategies;

¢ financial data showing the profitability of the Fund to the Advisor and
the overall profitability of the Advisor;

¢ data comparing services provided and charges to the Fund with those for
other non-fund investment management clients of the Advisor; and

e consideration of collateral or “fall-out” benefits derived by the Advisor

from the management of the Fund and potential sharing of economies of
scale in connection with the management of the Fund.
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The Board also considered whether there was any reason for not continuing
the existing arrangement with the Advisor. In particular, the Board recog-
nized that shareholders may have invested in the Fund on the strength of
the Advisor’s industry standing and reputation and in the expectation that
the Advisor will have a continuing role in providing services to the Fund.

The Board considered all of the information provided by the Advisor, the
independent data providers, and the Board’s independent legal counsel,
and evaluated such information for the Fund. The Board did not identify
any single factor as being all-important or controlling, and each Board
member may have attributed different levels of importance to different
factors. In deciding to approve the Current Agreement under the terms
ultimately determined by the Board to be appropriate, the Board based its
decision on a number of factors, including the following;:

Nature, Extent and Quality of Services - Generally. Under the Current Agreement,
the Advisor is responsible for providing or arranging for all services neces-
sary for the operation of the Fund. The Board noted that under the Current
Agreement, the Advisor provides or arranges at its own expense a wide
variety of services including:

¢ constructing and designing the Fund

¢ portfolio research and security selection

e initial capitalization/funding

* securities trading

¢ Fund administration

e custody of Fund assets

¢ daily valuation of the Fund'’s portfolio

¢ shareholder servicing and transfer agency, including shareholder confir-
mations, recordkeeping and communications

* legal services

e regulatory and portfolio compliance

e financial reporting

¢ marketing and distribution

The Board noted that many of these services have expanded over time both
in terms of quantity and complexity in response to shareholder demands,

competition in the industry, changing distribution channels and the
changing regulatory environment.
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Investment Management Services. The investment management services
provided to the Fund are complex and provide Fund shareholders access

to professional money management, instant diversification of their invest-
ments within an asset class, the opportunity to easily diversify among asset
classes, and liquidity. As a part of its general oversight and in evaluating
investment performance, the Board expects the Advisor to manage the
Fund in accordance with its investment objectives and approved strategies.
In providing these services, the Advisor utilizes teams of investment profes-
sionals who require extensive information technology, research, training,
compliance and other systems to conduct their business. The Board,
directly and through its Fund Performance Review Committee, regularly
reviews investment performance information for the Fund, together with
comparative information for appropriate benchmarks and/or peer groups
of similarly-managed funds, over different time horizons. If performance
concerns are identified, the Fund receives special reviews until performance
improves, during which time the Board discusses with the Advisor the
reasons for such underperformance and any efforts being undertaken to
improve performance.

Shareholder and Other Services. Under the Current Agreement, the Advisor will
also provide the Fund with a comprehensive package of transfer agency,
shareholder, and other services. The Board, directly and through the
various committees of the Board, regularly reviews reports and evaluations
of such services. These reports include, but are not limited to, information
regarding the operational efficiency and accuracy of the shareholder and
transfer agency services provided, staffing levels, shareholder satisfaction
(as measured by external as well as internal sources), technology support,
new products and services offered to Fund shareholders, securities trading
activities, portfolio valuation services, auditing services, and legal and oper-
ational compliance activities. Certain aspects of shareholder and transfer
agency service level efficiency and the quality of securities trading activities
are measured by independent third party providers and are presented in
comparison to other fund groups not managed by the Advisor.

Costs of Services Provided and Profitability. The Advisor provided detailed infor-
mation concerning its cost of providing various services to the Fund, its
profitability in managing the Fund, its overall profitability, and its financial
condition. The Board reviewed with the Advisor the methodology used to
prepare this financial information. The Board has also reviewed with the
Adpvisor its methodology for compensating the investment professionals
that provide services to the Fund as well as compensation to the five
highest paid personnel of the Advisor. This financial information regarding
the Advisor is considered in order to evaluate the Advisor’s financial
condition, its ability to continue to provide services under the Current
Management Agreement, and the reasonableness of the current manage-
ment fees. The Board concluded that the Advisor’s profits were reasonable
in light of the services provided to the Fund.
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Ethics. The Board generally considers the Advisor’s commitment to
providing quality services to shareholders and to conducting its business
ethically. It noted that the Advisor’s practices generally meet or exceed
industry best practices.

Economies of Scale. The Board also reviewed information provided by

the Advisor regarding the possible existence of economies of scale in
connection with the management of the Fund. The Board concluded that
economies of scale are difficult to measure and predict with precision,
especially on a fund-by-fund basis. The analysis of economies of scale is
further complicated by the additional services and content provided by

the Advisor and its reinvestment in its ability to provide and expand those
services. Accordingly, the Board seeks to evaluate economies of scale by
reviewing information, such as year-over-year profitability of the Advisor
generally, the profitability of its management of the Fund specifically, and
the expenses incurred by the Advisor in providing various functions to the
Fund. The Board believes the Advisor is appropriately sharing economies
of scale through its competitive fee structure, offering competitive fees from
fund inception, fee breakpoints as the Fund increases in size, and through
reinvestment in its business to provide shareholders additional services and
enhancements to existing services.

Comparison to Fees of Funds not Managed by the Advisor. Both the Prior and
Current Agreements provide that the Fund pays the Advisor a single,
all-inclusive (or unified) management fee for providing all services neces-
sary for the management and operation of the Fund, other than brokerage
expenses, taxes, interest, extraordinary expenses, and the fees and expenses
of the Fund’s Independent Directors (including their independent legal
counsel) and expenses incurred in connection with the provision of share-
holder services and distribution services under a plan adopted pursuant to
Rule 12b-1 under the 1940 Act. Under the unified fee structure, the Advisor
is responsible for providing all investment advisory, custody, audit, admin-
istrative, compliance, recordkeeping, marketing and shareholder services,
or arranging and supervising third parties that provide such services. By
contrast, most other funds are charged a variety of fees, including an invest-
ment advisory fee, a transfer agency fee, an administrative fee, distribution
charges and other expenses. Other than their investment advisory fees and
any applicable Rule 12b-1 distribution fees, the components of the total
fees charged by these other funds may be increased without shareholder
approval. The Board believes the unified fee structure is a benefit to Fund
shareholders because it clearly discloses to shareholders the cost of owning
Fund shares, and, since the unified fee cannot be increased without a vote
of Fund shareholders, it shifts to the Advisor the risk of increased costs of
operating the Fund and provides a direct incentive to minimize admin-
istrative inefficiencies. Part of the Board’s analysis of fee levels involves
reviewing certain evaluative data compiled by an independent provider
comparing the Fund’s unified fee to the total expense ratios of similar funds
not managed by the Advisor. The Board concluded that the management
fee to be paid by the Fund to the Advisor under the Current Management
Agreement is reasonable in light of the services to be provided to the Fund.
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Comparison to Fees and Services Provided to Other Clients of the Advisor. The Board
also requested and received information from the Advisor concerning

the nature and extent of the services, fees, and profitability of its advisory
services to advisory clients other than the Fund. They observed that these
varying types of client accounts require different services and involve
different regulatory and entrepreneurial risks than the management of the
Fund. The Board analyzed this information and concluded that the fees
charged and services provided to the Fund were reasonable by comparison.

Collateral or “Fall-Out” Benefits Derived by the Advisor. The Board considered the
existence of collateral benefits the Advisor may receive as a result of its rela-
tionship with the Fund. The Board concluded that the Advisor’s primary
business is managing mutual funds and it generally does not use Fund or
shareholder information to generate profits in other lines of business, and
therefore does not derive any significant collateral benefits from them. The
Board noted that the Advisor receives proprietary research from broker-
dealers that execute Fund portfolio transactions and concluded that this
research is likely to benefit Fund shareholders. The Board also determined
that the Advisor is able to provide investment management services to
certain clients other than the Fund, at least in part, due to its existing infra-
structure built to serve the fund complex. The Board concluded, however,
that the assets of those other clients are not material to the analysis and, in
any event, are included with the assets of fund clients to determine break-
points in each fund’s fee schedule, provided they are managed using the
same investment team and strategy.

Conclusion of the Board. As a result of this process, the Board, in the absence of
particular circumstances and assisted by the advice of its independent legal
counsel, taking into account all of the factors discussed above and the infor-
mation provided by the Advisor and others, concluded that the Current
Management Agreement be approved and recommended its approval to
Fund shareholders.
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Additional Information

Proxy Voting Guidelines

American Century Investment Management, Inc., the fund’s investment
advisor, is responsible for exercising the voting rights associated with the
securities purchased and/or held by the fund. A description of the policies
and procedures the advisor uses in fulfilling this responsibility is available
without charge, upon request, by calling 1-800-378-9878. It is also available
on American Century Investments” website at americancentury.com and
on the Securities and Exchange Commission’s website at sec.gov. Infor-
mation regarding how the investment advisor voted proxies relating to
portfolio securities during the most recent 12-month period ended June 30
is available on the “About Us” page at americancentury.com. It is also
available at sec.gov.

Quarterly Portfolio Disclosure

The fund files its complete schedule of portfolio holdings with the Securi-
ties and Exchange Commission (SEC) for the first and third quarters of
each fiscal year on Form N-Q. The fund’s Forms N-Q are available on the
SEC’s website at sec.gov, and may be reviewed and copied at the SEC’s
Public Reference Room in Washington, DC. Information on the operation
of the Public Reference Room may be obtained by calling 1-800-SEC-0330.
The fund also makes its complete schedule of portfolio holdings for

the most recent quarter of its fiscal year available on its website at
ipro.americancentury.com (for Investment Professionals) and, upon
request, by calling 1-800-378-9878.

31



Index Definitions

The following indices are used to illustrate investment market, sector, or
style performance or to serve as fund performance comparisons. They are
not investment products available for purchase.

The Russell 1000 Index is a market-capitalization weighted, large-cap index
created by Frank Russell Company to measure the performance of the 1,000
largest publicly traded U.S. companies, based on total market capitalization.

The Russell 1000® Growth Index measures the performance of those Russell 1000
Index companies (the 1,000 largest publicly traded U.S. companies, based
on total market capitalization) with higher price-to-book ratios and higher
forecasted growth values.

The Russell 1000® Value Index measures the performance of those Russell 1000

Index companies (the 1,000 largest publicly traded U.S. companies, based
on total market capitalization) with lower price-to-book ratios and lower

forecasted growth values.

The Russell 2000 Index is a market-capitalization weighted index created
by Frank Russell Company to measure the performance of the 2,000
smallest of the 3,000 largest publicly traded U.S. companies, based on
total market capitalization.

The Russell 2000® Growth Index measures the performance of those Russell 2000
Index companies (the 2,000 smallest of the 3,000 largest publicly traded U.S.
companies, based on total market capitalization) with higher price-to-book
ratios and higher forecasted growth values.

The Russell 2000® Value Index measures the performance of those Russell 2000
Index companies (the 2,000 smallest of the 3,000 largest publicly traded U.S.
companies, based on total market capitalization) with lower price-to-book
ratios and lower forecasted growth values.

The Russell Midcap® Index measures the performance of the 800 smallest
of the 1,000 largest publicly traded U.S. companies, based on total
market capitalization.

The Russell Midcap® Growth Index measures the performance of those Russell
Midcap Index companies (the 800 smallest of the 1,000 largest publicly
traded U.S. companies, based on total market capitalization) with higher
price-to-book ratios and higher forecasted growth values.

The Russell Midcap® Value Index measures the performance of those Russell
Midcap Index companies (the 800 smallest of the 1,000 largest publicly
traded U.S. companies, based on total market capitalization) with lower
price-to-book ratios and lower forecasted growth values.

The S&P 500 Index is a market value-weighted index of the stocks of 500
publicly traded U.S. companies chosen for market size, liquidity, and
industry group representation that are considered to be leading firms in
dominant industries. Each stock’s weight in the index is proportionate to its
market value. Created by Standard & Poor’s, it is considered to be a broad
measure of U.S. stock market performance.
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