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AVERAGE ANNUAL RATE OF RETURN (%)

FOR PERIOD ENDED DEC. 31, 2009
1 Year Since Inception

Pinnacle Value Fund 12.71% 9.16%
Russell 2000 Index 27.17% 9.01%

Chart assumes an initial investment of $10,000 made on 4/1/2003

(commencement of operations).  Total return is based on the net
change in NAV and assuming reinvestment of all dividends and
other distributions. Performance figures represent past perform-
ance which is not predictive of future performance.  Return and

principal value will fluctuate so that your shares, when redeemed,
may be worth more or less than original cost. Throughout the

period shown, the investment adviser has voluntarily waived and

reimbursed certain expenses of the Fund. Without such waivers
and reimbursements returns would be lower.

We believe we can make money in this type of market but it will take astute stock picking, careful analysis of
risk vs. reward and intelligent capital allocation.

Portfolio Activity

Since our last Semi-annual Report (June 30), two stocks migrated to the Top 10 holdings list and two came off.
The two arrivals were PAM Transport and Montpelier Re. PAM Transport is a full load trucker serving most of
North America and parts of Mexico. Historically, a large part of their business came from transporting auto parts
between factories and the shares reached bargain status as the auto turmoil unfolded. Since then vehicle produc-
tion is back on track (albeit at lower levels) and PAM’s new CEO is busy trying to penetrate non auto customers.
Montpelier Re is a Bermuda based re-insurer  meaning they provide insurance to other insurance companies.
Montpelier has a top notch management team, a focused strategy to expand market share and a conservative bal-
ance sheet. In the crisis, the shares got too cheap and we were able to acquire a position at bargain prices.

The departed include oil and gas producer Unit Corp. and the Hancock Bank & Thrift Opportunity Fund, a
closed end fund.  Sizeable gains were taken on Unit after energy prices rebounded from the depths reached in
late 2008. The same is true of the Bank & Thrift Fund where the underlying Net Asset Value (NAV) had col-
lapsed and the stock price was selling at a significant discount to NAV. Once the crisis passed, the underlying
NAV rose and the discount narrowed resulting in a double whammy on the upside.  We took similar gains in
many of our other closed end fund positions which had similar experiences.    

A Post Mortem

One of the things we always like to do at year end is analyze our mistakes. What went wrong and why? While
not always easy, we think this type of exercise is essential to becoming a better investor. In 2009 we had a few.

Our biggest was selling too soon. Virtually every stock we bought late 2008, early 2009 did well but we were
too quick to take money off the table. While we were buying heavily in the downturn (sometimes 1% of assets
per day),w   e seriously underestimated the market’s positive response to the government’s fiscal and monetary
stimuli.  We had too much cash throughout the year and our early sales cost us several percentage points of
return.   Next, some of our larger positions fared poorly because underlying results were disappointing.  We
remain confident in their prospects  and added to several at lower prices during the year. Finally, some of our
inverse sector ETFs fared poorly. We purchased these as a hedge against a market decline which never came. 
All investors make mistakes, the important thing is to learn from them and move ahead.

By now you should have received your year end statement. As always, should you have any questions or com-
ments about your account or the Fund, don’t hesitate to call or write.
Thank you for your continued support.

John E. Deysher Pinnacle Value Fund

President & Portfolio Manager 745 Fifth Ave.- 2400

212-605-7100 New York, NY  10151
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Expense Example (Unaudited)

As a shareholder of the Pinnacle Value Fund, you incur one type of cost: management fees. This Example is intend-
ed to help you understand your ongoing costs (in dollars) of investing in the Fund and to compare these costs with
the ongoing costs of investing in other mutual funds.  The Example is based on an investment of $1,000 invested
at the beginning of the period and held for the entire period, July 1, 2009 through Dec. 31, 2009.

Actual Expenses

The first line of the table below provides information about actual account values and actual expenses. You may
use the information in this line, together with the amount you invested, to estimate the expenses that you paid over
the period. 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 in the first line 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 second line of the table below provides information about hypothetical account values and hypothetical
expenses based on the Fund’s actual expense ratios and an assumed rate of return of 5% per year before expenses,
which are not the Fund’s actual returns. 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 this Fund and other funds. To do so, compare this 5% hypothetical example with
the 5% examples that appear in the shareholder reports of the other funds. 

Pinnacle Value Fund Beginning Account Value Ending Account Value Expenses Paid During the Period*

July 1, 2009 December 31, 2009 July 1,2009 to December 31,2009

Actual $1,000.00 $1,069.21 $7.77 
Hypothetical

(5% Annual Return before expenses) $1,000.00 $1,017.69 $7.58 

* Expenses are equal to the Fund’s annualized expense ratio of 1.49%, multiplied by the average account value over the period, multiplied by
184/365 (to reflect the one-half year period).
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Pinnacle Value Fund Annual Report Dec. 31, 2009

Dear Fellow Shareholders,

Our Fund gained 12.7% during 2009. We ended the year with net assets of $59.8 million and 45 positions with a
weighted average market cap of $400 million. As you can see from the box scores below, after several years of
doing fairly well against the benchmark Russell 2000 index, in 2009 we under-performed it. 

Total Return 2009 2008 2007 2006 2005

Pinnacle Value Fund 12.7% (16.9)% 15.4% 13.2% 8.5%
Russell 2000 27.1 (33.8) (1.5) 18.4 4.6
S&P 500 26.5% (37.0)% (5.6)% 15.8% 4.9%

(All returns include dividend reinvestment. Past performance does not guarantee future results. Returns do not reflect taxes payable on distri-
butions or redemptions of shares held in taxable accounts.)

The market’s response to low interest rates, generous liquidity and robust government stimuli was a little more
powerful than we thought. We expected investors to have longer memories of the recent painful lessons of taking
risks too casually. They are again embracing risk and value has taken a back seat. Stocks that did the best in 2009
were often those with minimal earnings, high betas and leveraged balance sheets. Many were on the verge of dis-
tress but did well once it became clear they would be able to refinance and survive. This backdrop did not favor
our conservative approach to owning well capitalized, low beta firms with demonstrated earnings and cash flows.
The late Ben Graham once said that in the short run, the market is a voting machine but in the long run it is a
weighing machine. That is, short term, stock prices reflect popularity and sentiment while longer term they reflect
earnings, cash flows and asset values. For the last year, in our opinion, the ballots cast on the voting machine
have far outweighed those cast on the weighing machine. 

In late 2008 and early 2009, asset values reached extremes. Commodities and equities were quite oversold while
U.S. Government bonds were very overbought (30 yr. treasuries yielded 2.5% briefly in late 2008). These
extremes no longer exist. Returns may be more modest in 2010. We believe caution is in order for several rea-
sons. The general consensus is that the economy is well on the road to recovery and stock prices largely reflect
this. But can the economy gain traction without government life support?  Many expect interest rates to rise
(longer rates already have) once the government steps aside, which is usually trouble for stocks. Unemployment
remains high and home prices remain weak in much of the country muting consumer demand. Taxes and regula-
tion are going up which will probably dent corporate profits. Corporate revenue growth remains a major question
mark. Finally, a large portion of current share volume is the result of momentum based, quantitative trading mod-
els which are “long” presently but could turn negative very quickly if market conditions change.
Disappointments may not be taken lightly.

Widespread complacency and a bullish consensus does not mean we are on the verge of a collapse. But as the
market has risen, so have the risks. We expect a tough 2010 where capital preservation and a margin of safety will
be important.  Volatility will continue and a reversion to the mean of long term equity returns is likely.  


