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PINNACLE VALUE FUND 7
BERTOLET CAPITAL TRUST

Statement of Operations
For the Year Ended December 31, 2010

Notes to Financial Statements

1.) ORGANIZATION:
Pinnacle Value Fund (”Fund”) is registered under the Investment Company Act of 1940 as an open-end investment man-
agement company and is the only series of the Bertolet Capital Trust, a Delaware business trust organized on January 1,
2003 (“Trust”). The Trust’s Declaration of Trust authorizes the Board of Trustees to issue an unlimited number of Fund
shares.  Each share of the Fund has equal voting, dividend, distribution, and liquidation rights. The Fund’s investment
objective is long term capital appreciation with income as a secondary objective.

2.) SIGNIFICANT ACCOUNTING POLICIES
SECURITY VALUATION:
The Fund will primarily invest in equities and convertible securities.  Investments in securities are carried at market value.
Securities traded on any exchange or on the NASDAQ over-the-counter market are valued at the last quoted sale
price.  Lacking a last sale price, a security is valued at its last bid price except when, in Adviser’s opinion, the last bid price
does not accurately reflect the current value of the security.  When market quotations are not readily available, when
Adviser determines the last bid price does not accurately reflect the current value or when restricted securities are being
valued, such securities are valued as determined in good faith by Adviser, in conformity with guidelines adopted by and
subject to review of the Board of Trustees.

Fixed income securities are valued by using market quotations, but may be valued on the basis of prices furnished by a
pricing service when Adviser believes such prices accurately reflect the fair market value.  A pricing service uses electron-
ic data processing techniques based on yield spreads relating to securities with similar characteristics to determine prices
for normal institutional-size trading lots of debt securities without regard to sale or bid prices.  When prices are not read-
ily available from a pricing service, or when restricted or illiquid securities are being valued, securities are valued at fair
value determined in good faith by Adviser, subject to review of the Board of Trustees.  Short term investments in fixed
income securities with maturities of less than 60 days when acquired, or which are within 60 days of maturity, are valued
by using the amortized cost method.

The Trust has performed an analysis of all existing investments to determine the significance and character of all inputs to
their fair value determination. Various inputs are used in determining the  value of each investment which are summarized
in the following three broad levels: 

Level 1 – quoted prices in active markets for identical securities
Level 2 – other significant observable inputs (including quoted prices for similar securities,  

interest rates, prepayment speeds, credit risk, yield curves & similar data.)
Level 3 – significant unobservable inputs (including the Fund’s own assumptions in determining  

fair value which may require a high degree of judgement)

The availability of observable inputs may vary by security and is affected by a wide variety of factors including type of
security, liquidity  and other characteristics unique to the security. If valuation is based on models or inputs that are less
observable or unobservable in the market, determination of fair value requires more judgment. Thus, the degree of judg-
ment exercised in determining fair value is greatest for Level 3 investments (none during 2010). Inputs used in valuing
securities are not indicative of associated risks.  The below table summarizes the inputs used at Dec. 31 2010: 

Level 1 Level 2 Level 3 Total
Equity $31,544,666 $1,637,021 0 $33,181,687
Money Market Funds 31,853,831 0 0 31,853,831
Investments at Value $63,398,497 $1,637,021 0 $65,035,518

During the year end Dec. 31, 2010, $1,637,021 of securities were transferred out of Level 1 and into Level 2 due to min-
imal trading volume.

The accompanying notes are an integral part of the financial statements.
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PINNACLE VALUE FUND 11
BERTOLET CAPITAL TRUST

Statement of Assets and Liabilities
December 31, 2010

Fund has adopted the financial accounting reporting rules required by the Derivatives and Hedging Topic of FASB
Accounting Standards Codification (FASB ASC). Fund is required to include enhanced disclosure that enables investors
to understand how and why a fund uses derivatives, how derivatives are accounted for and how they affect a fund’s results.
For year end  Dec. 31, 2010,  Fund held no derivative instruments.

SHORT TERM INVESTMENTS: 
The Fund may invest in money market funds and short term high quality debt securities such as commercial paper, repur-
chase agreements and certificates of deposit. Money market funds typically invest in short term instruments and attempt
to maintain a stable net asset value. While the risk is low, these funds may lose value.  At Dec. 31, 2010 the Fund invest-
ed approximately 49% of net assets in the First American Government Obligations Money Market Fund which normally
invests at least 100% of assets in Government and Agency securities with an objective of maximum current income con-
sistent with preservation of capital and maintenance of liquidity.

SECURITY TRANSACTIONS AND INVESTMENT INCOME:

The Fund records security transactions based on a trade date.  Dividend income is recognized on the ex-dividend date, and
interest income is recognized on an accrual basis.  Discounts and premiums on securities purchased are amortized over the
lives of the respective securities.

INCOME TAXES:
Federal income taxes. The Fund’s policy is to continue to comply with the requirements of the Internal Revenue Code that
are applicable to regulated investment companies and to distribute all its taxable income to its shareholders.  Therefore, no
federal income tax provision is required.

Distribution to shareholders. Distributions, which are determined in accordance with income tax regulations, are record-
ed on the ex-dividend date. All short term capital gain distributions are ordinary income for tax purposes. 

The Fund recognizes the tax benefits of uncertain tax positions only when the position is “more-likely-than-not” to be sus-
tained upon examination by tax authority. Management has analyzed the Fund’s tax positions and concluded that no lia-
bility for unrecognized tax benefits should be recorded related to uncertain tax positions taken on prior years returns or
expected to be taken on the Fund’s 2010 tax return. The Fund is not aware of any tax position for which it is reasonably
possible that the total amount or unrecognized tax benefits will change materially in the next 12 months.  

ESTIMATES:
Preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the financial statement date and reported revenues and expenses during the reporting period.  Actual
results could differ from those estimates.

Reclassification of Capital Accounts.  U.S. generally accepted accounting principles require that certain components of net
assets relating to permanent differences be reclassified between financial and tax reporting. These reclassifications have
no effect on net assets or NAV per share.  For the year ended Dec. 31, 2010, the Fund decreased  net investment loss by
564,629, increased accumulated loss on investments by $94,050 and decreased paid in capital by $470,579.   

The Fund imposes a redemption fee of 1.00% on shares redeemed within one year of purchase. The fee is assessed on an
amount equal to the Net Asset Value of the shares at redemption and is deducted from proceeds payable to the shareholder.
For the year ended Dec. 31, 2010, $9,064 of redemption fees were returned to the Fund through shareholder redemptions.

3.) INVESTMENT ADVISORY AGREEMENT
The Fund has entered into an Investment Advisory Agreement with Bertolet Capital LLC (Adviser).  Under the Agreement,
Adviser receives a fee equal to the annual rate of 1.25% of the Fund’s average daily net assets.  For the year ended Dec.
31, 2010,  Adviser earned $776,631 in fees.  A Fund officer and trustee is also an officer and trustee of the Adviser.
Advisory Agreement provides for expense reimbursement from the Adviser, if Fund total expenses, exclusive of taxes,
interest on borrowings, dividends on securities sold short, brokerage commissions and extraordinary expenses exceed
1.49% average daily net assets through Dec. 31, 2010.  The accompanying notes are an integral part of the financial statements.
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PINNACLE VALUE FUND 5
BERTOLET CAPITAL TRUST

Schedule of Investments
December 31, 2010
Shares/Principal Amount Basis              Market Value  % of Assets

Adviser will be entitled to reimbursement of fees waived or reimbursed by Adviser to the Fund.  Fees waived or expenses
reimbursed during a given year may be paid to Adviser during the following three year period if payment of such expens-
es does not cause the Fund to exceed the expense limitation.  At. Dec. 31, 2010, Adviser had no remaining balance avail-
able to recapture.  

4.) PURCHASES AND SALES OF SECURITIES
For the fiscal year ended Dec. 31, 2010, purchases and sales of investment securities other than U.S. Government obliga-
tions/short-term investments totaled $1,814,913 and $10,825,408, respectively. 

Fund may purchase put and call options. Put options are purchased to hedge against a decline in value of Fund securities.
If such a decline occurs, put options permit Fund to sell securities underlying such options at exercise price or to close out
options at a profit. Premiums paid for put or call options plus transaction costs will reduce the benefit, if any, realized upon
option exercise and unless price of the underlying security rises or declines sufficiently, option may expire worthless. In
event that price of security in connection with option was purchased moves in a direction favorable to Fund, benefits real-
ized as result of such favorable movement will be reduced by premium paid for option and related transaction costs. 

5.) FEDERAL TAX INFORMATION
Net Investment income/(loss) and net realized gains/(losses) differ for financial statement and tax purposes due to differing
treatments of wash sale losses deferred and losses realized after Oct. 31.  Differences between book basis and tax basis unre-
alized appreciation/(depreciation) are attributable to tax deferral of losses on certain derivative instruments.

The tax character of distributions paid during year end Dec. 31, 2010 and  year end Dec. 31, 2009 are: 
2010 2009

Net Investment Income $ 0 $ 0
Long Term Capital Gain $ 0 $ 161,401

At Dec. 31, 2010, the components of accumulated earnings/(losses) on a tax basis were as follows:

Costs of investments for federal income tax purposes $60,372,387

Gross tax unrealized appreciation $11,589,040

Gross tax unrealized depreciation (6,925,909)

Net tax unrealized appreciation 4,663,131

Accumulated realized loss on investments –net (292,938)

Accumulated Gain $ 4,370,193

6.) SUBSEQUENT EVENTS

Management has evaluated Fund related events and transactions occurring subsequent to yearend. There were no events or
transactions that occurred during this period that materially impacted the Fund’s financial statements.

7.) NEW ACCOUNTING PRONOUNCEMENT

On Jan. 21, 2010, the Financial Accounting Standards Board issued an Accounting Standards Update, Fair Value
Measurements and Disclosures (Topic 820): Improving Disclosures about Fair Value Measurements, providing guidance on
how investment securities are to be valued and disclosed. Specifically, it requires reporting entities to disclose purchases, sales,
issuances and settlements on a gross basis in the Level 3 roll forward rather than as one net number. The effective date of the
amendment is for interim and annual periods beginning after Dec. 31, 2010. At this time, the Fund is evaluating the implica-
tions of the update and the impact to the financial statements.

* Non-Income producing securities   **Variable rate security; the money market rate shown represents the yield at December 31, 2010.

The accompanying notes are an integral part of the financial statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Trustees

Bertolet Capital Trust

New York, New York

We have audited the accompanying statement of assets and liabilities of Pinnacle Value Fund, a series

of shares of Bertolet Capital Trust (“Trust”), including the schedule of investments, as of December 31,
2010, and the related statement of operations for the year then ended, the statements of changes in net

assets for each of the two years in the period then ended, and the financial highlights for each of the five

years in the period then ended December 31, 2010.   These financial statements and financial highlights
are the responsibility of the Trust’s management.   Our responsibility is to express an opinion on these

financial statements and financial highlights based on our audits.

We conducted our audits in accordance with auditing 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 and financial highlights are free of materi-
al misstatement.  The Trust is not required to have, nor were we engaged to perform, an audit of its inter-

nal control over financial reporting.  Our audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for

the purpose of expressing an opinion on the effectiveness of the Trust’s internal control over financial
reporting.  Accordingly, we express no such opinion.  An audit includes examining, on a test basis, evi-
dence supporting the amounts and disclosures in the financial statements.   Our procedures included con-
firmation of securities owned as of December 31, 2010, by correspondence with the custodian.   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, the financial statements and financial highlights referred to above present fairly, in all
material respects, the financial position of Pinnacle Value Fund as of December 31, 2010, the results of
its operations for the year then ended, the changes in its net assets for each of the two years in the peri-
od then ended, and its financial highlights for each of the five years in the period  then ended, in con-

formity with accounting principles generally accepted in the United States of America.

TAIT, WELLER & BAKER LLP

Philadelphia, Pennsylvania

February 25, 2011
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TOP 10 POSITIONS % net assets

1. First Acceptance- non- standard auto insurance   4.2%
2. MVC Capital- business development company 3.7
3. WHX Corp.- conglomerate 3.4
4. Wesco Financial-conglomerate                  3.4
5. Asta Funding- buys, sells, collects on defaulted consumer receivables           3.2
6. Montpelier Re- multi- national re-insurer                                                                      3.0
7. Flexsteel- residential, commercial, RV furniture                                                           2.9
8. Capital Southwest- business development company                                                      2.7
9. Hallmark Financial- specialty insurer                                                                         2.6
10. Harbinger Group- investment holding company 2.4

Total          31.5%

YTD TOP  5 WINNERS (realized & unrealized capital gains)                                                   

1. WHX Corp                                                                                                            $2,716,600
2. Flexsteel                                                                                                                  1,069,200
3. Hardinge                                                                                                                   872,600
4. MVC Capital                                                                                                            640,300
5. Nu Horizons                                                                                                             637,200

Total                 $5,935,900

YTD TOP 5 SINNERS    (realized & unrealized capital losses)

1. Ultrashort R2000 Growth ETF                                                                               $258,200
2. First Acceptance                                                                                                      213,400 
3. Harbinger Group                                                                                                      193,700
4. Ultrashort Long Bond ETF                                                                                       166,300
5. Ultrashort Technology ETF                                                                                      162,900

Total      $994,500

SECURITY CLASSIFICATIONS

Government Money Market Fund                                                                                  49.4%
Financial Services                                                                                                         15.8
Insurance                                                                                                                       11.4
Industrial Goods & Services                                                                                            10.3
Conglomerates                                                                                                                 8.1
Closed End & Exchange Traded Funds                                                                 4.5
Consumer Goods & Services                                                                                           0.5

Total 100%

PROXY VOTING (Unaudited)

A description of the policies and procedures the Fund uses to determine how to vote proxies relating to portfolio securities and
information regarding how the Fund voted those proxies during the most recent 12 month period ended June 30, are available
without charge upon request by calling 877-369-3705 or visiting www.pinnaclevaluefund.com or www.sec.gov.

QUARTERLY PORTFOLIO HOLDINGS (unaudited)

Fund files a complete schedule of investments with the SEC for the first and third quarter of each fiscal year on Form N-Q.
Fund’s first and third quarters end on March 31 and Sept. 30. Form N-Q filing must be made within 60 days of quarter end, and
Fund’s first Form N-Q was filed with the SEC on Nov. 29, 2004. Fund Form N-Qs are available at www.sec.gov or may be
reviewed and copied at the SEC’s Public Reference Room in Washington, DC (call 1-800-732-0330 for information on the oper-
ation of the Public Reference Room).  You may also obtain copies by calling the Fund at 1-877-369-3705. 

SUPPLEMENTAL INFORMATION 

The following table provides biographical information with respect to each Trustee.

TRUSTEES AND SERVICE PROVIDERS

Trustees: Edward P. Breau, Richard M. Connelly, James W. Denney, John E. Deysher   
Transfer Agent: Mutual Shareholder Services, 8000 Town Centre Dr, Ste 400, 
Broadview Heights, OH 44147

Custodian: US Bank, 425 Walnut St., Cincinnati OH 45202

Independent Registered Public Accounting Firm: Tait, Weller & Baker LLP, 1818 Market St, Ste 2400, Philadelphia PA 19103

Name, Age Position

with Fund

Term of Office

Length of Time Served

Principal Occupation

During Past 5 Years

Other

Directorships

Interested Trustee

John E. Deysher, CFA (55) Trustee Unlimited
Since Inception

President, Secretary, Treasurer
Pinnacle Value Fund

None

Independent Trustees

Edward P. Breau, CFA (78) Trustee Unlimited
Since Inception

Private Investor None

Richard M. Connelly (55) Trustee Unlimited
Since Inception

General Counsel
JG Wentworth (finance)

None

James W. Denney (45) Trustee Unlimited
Since Inception

President, Mohawk Asset
Management

Director
Electric City Funds
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AVERAGE ANNUAL RATE OF RETURN (%)

FOR PERIOD ENDED DEC. 31, 2010
1 Year Since Inception

Pinnacle Value Fund 13.52% 9.71%
Russell 2000 Index 26.85% 11.16%

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 assumes 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 their 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.

Our largest position, First Acceptance, a well financed, non-standard auto insurer  trended slightly lower over the
year despite selling at a healthy discount to book value and potential earnings power. Investment holding compa-
ny Harbinger Group fared poorly over the uncertainty of management’s future direction. Finally, our inverse
Exchange Traded Funds (ETFs) declined as the underlying index advanced. However, we offer no excuses - we
had too much cash  and weren’t properly positioned with the kind of merchandise the market was craving. As
you can see from the next page, 2010’s realized/unrealized gains far outweighed our realized/unrealized losses
but not enough to trump the benchmark’s performance.

Planting Seeds

The stock market ‘s volatility continued in 2010. While the rising trend lifted most stocks, including our own,
well researched and patiently accumulated holdings, very few new bargains emerged from the market’s growing
enthusiasm. As a consequence, cash continued to build throughout the year.

Although taking profits is always worthwhile, for us the real enjoyment of investing is identifying and accumu-
lating bargains that will generate tomorrow’s returns. In that regard, 2010 was not a productive year. The enthu-
siasm we experienced two years ago in buying bargains from distraught sellers has been replaced by patient
searching across a much less fertile landscape. Financial distress and investor pessimism are distant memories at
this point. Bad news, whether company, industry or country specific is virtually ignored as a steady stream of
speculation and upbeat predictions have returned to the marketplace. Sentiment appears to be lopsidedly bullish
and the downside has no traction whatsoever.

Investing is the process of planting and harvesting which not unlike farming can be confusing and uncertain. In
farming, the weather, quality of the seed/soil and ultimate crop price determine how bountiful the harvest is.
With investing, the quality of the harvest is determined by economic activity, interest rates, earnings and asset
values. This does not make either easy. Every harvest, whether good or bad is followed by a dormant period and
the uncertainties of another cycle. The year 2010 was nearly all harvest with very little planting.  Suitable invest-
ment candidates available at the right price with an acceptable margin of safety remain few and far between. 

While our large cash position hurt us in 2010, we continue to believe it is better to hold cash than be fully or
near-fully invested  in fairly or overvalued securities. There’s an old saying that “well bought is well sold”, that
the price you pay for a security matters. So we’ll wait for opportunities to become more prevalent and for poten-
tial competition to subside. One metric for you to monitor is the new low list which shows daily the names of
stocks making new 52 week lows. Currently, there are very few names on the list. When the list begins to
lengthen, we will probably be buying certain well researched names from it (buy low, sell high). 
We will again be planting seeds….

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

John E. Deysher Pinnacle Value Fund

President & Portfolio Manager 745 Fifth Ave.- 2400

212-605-7100 New York, NY  10151

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, 2010 through Dec. 31, 2010.

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 entitled “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, 2010 December 31, 2010 July 1,2010 to December 31,2010

Actual $1,000.00 $1,079.03 $7.70 
Hypothetical

(5% Annual Return before expenses) $1,000.00 $1,017.80 $7.48 

* Expenses are equal to the Fund’s annualized expense ratio of 1.47%, multiplied by the average account value over the period, multiplied by
184/365 (to reflect the one-half year period).


