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TOP 10 POSITIONS % net assets

1. Asta Funding- buys, sells, collects on defaulted consumer receivables 4.3% 

2. First Acceptance- non standard automobile insurance 3.6

3. MVC Capital- Business Development Company 3.4

4. Wesco Financial- Conglomerate- insurance, furniture rental, steel service center 3.2

5. Zapata Corp.- Cash rich shell in search of acquisition(s) 2.8

6. Unit Corp.- onshore contract drilling, oil & gas exploration/development/production 2.5

7. Hallmark Financial- specialty property & casualty insurance 2.4

8. Hancock Bank & Thrift Opportunity Fund- closed end fund of banks & thrifts 2.3 

9. Flexsteel Ind.- furniture for residential, commercial, RV markets 2.1

10. Capital Southwest- Business Development Company 1.9

Total 28.5%

YTD TOP 5 Winners (realized & unrealized gains)

1. Asta Funding $1,677,300

2. Unit Corp. 446,000

3. Turkish Fund 340,000

4. New Ireland Fund 328,800

5. Flexsteel 312,500

Total $3,104,600

YTD TOP 5 Sinners (realized & unrealized losses)

1. WHX Corp. $1,031,900

2. Preferred Bank 584,200

3. First Acceptance 540,700

4. MVC Capital 537,500

5. Ultrashort R2000 Growth ETF 370,300

Total $3,064,600

SECURITY CLASSIFICATIONS

Government Money Market Fund $24,239,500

Financial Services 9,545,300

Closed End & Exchange Traded Funds 9,410,900

Industrial Goods & Services 6,044,600

Insurance 5,509,000

Conglomerates 3,190,500

Oil & Gas 1,510,700

Consumer Goods & Services 1,436,100

Commercial Banks 1,042,700

Total $61,929,300

BOARD APPROVAL OF INVESTMENT ADVISORY AgREEMENT 

The investment advisory agreement (“Agreement”)  between the Trust and Bertolet Capital LLC (“Adviser”) was last

renewed by the Board at a meeting on Feb. 21, 2009. On that date the Board considered factors material to the Agreement

renewal including:  

Nature, Extent & Quality of Services. The Board considered the Adviser’s deep value investment strategy/philosophy and

substantial experience in small and micro-cap research and portfolio management. The Board reviewed Adviser’s Form ADV

(policies/ operations), staffing levels, research capability and overall reputation. The Board noted that Adviser has no plans to

alter the way it manages the Fund and would continue to have the expertise and resources needed to provide advisory and

administrative services to the Fund. The Board considered the Adviser’s compliance policies/procedures and noted that it had

complied with the Trust’s Code of Ethics. The Board concluded it was satisfied with the nature, extent and quality of services

provided by the Adviser.

Investment Performance. The Board reviewed Fund returns since inception and for the year end Dec. 31, 2008. The Fund’s

performance was compared to a peer group of mutual funds, private account of Adviser and Russell 2000 and  S&P 500

indices. The Board noted the Fund’s 2008 performance was above the peer group average, both indices and the private

account and that Fund was less than half invested for year because of a lack of acceptable investment ideas, substantial cash

inflows and Adviser’s risk adverse approach. The Board concluded that the Fund’s performance was acceptable. 

Reasonableness of Fees. The Board reviewed data comparing the Fund’s expense ratio to the peer group. The Board noted

that the Fund’s expense ratio was approximately the same as the peer group’s average and that Adviser continues to cap

expenses at 1.49% of average net assets and reimburse the Fund as necessary. The Board compared the advisory fee charged

to the Fund with the advisory fee charged by the peer group and to the private account which it deemed reasonable given the

many administrative, compliance and marketing services provided to the Fund which are not provided to the private account.

Based on these factors and the labor intensive nature of small/micro cap research, the Board concluded the fees charged to

the Fund are fair and reasonable.

Profitablity & Other Benefits to Adviser. The Board considered the Fund’s income and expenses and the profitability of the

Fund to Adviser. The Board reviewed the Adviser’s 2008 financial statement and concluded that Adviser’s profitability was

reasonable in relation to the nature and quality of services provided to the Fund.

Economies of Scale. The Board considered data regarding economies of scale and whether existing fees might require adjust-

ment in light of any economies of scale. The Board determined that no modification of fees was necessary given the Fund’s

small size, the fact that the Fund is not part of a large Fund complex and that the Fund’s expense ratio approximates the peer

group average.

The Board concluded that the terms of the advisory contract were reasonable and fair and in the best interest of shareholders.

As a result, the entire Board, with the Independent Trustees voting separately, approved the Agreement’s renewal.   
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So there are lots of cross currents at work making it very difficult to assess earnings potential. Many CEOs

we’ve spoken to can only say that earnings do not appear to be getting significantly worse. Virtually no one is

ramping up sales and marketing efforts or building new capacity to exploit the anticipated recovery. Indeed, most

are hunkered down running their operations as leanly as possible and using every dollar of excess capital to pay

down debt or build cash. Credit markets remain difficult for all but the strongest borrowers. Banks and other

lenders are not finished with their write-offs of bad loans (commercial real estate is next?) and, given the eco-

nomic uncertainty, are extremely reluctant to make new loans.     

Top 10 Changes

Comparing the Top 10 position list below with that of Dec. 31, 2008, you’ll note a few changes. Three compa-

nies left the list and three were added. The new arrivals include Asta Funding, Unit Corp. and Flexsteel

Industries. Asta was our biggest winner for the period reflecting more profitable collections on defaulted con-

sumer credit cards and a rapid pay down of debt. Unit Corp. is a diversified energy company we purchased in

early 2009 after oil prices declined from about $150/barrel to $31 (down 80%). Well managed with a strong bal-

ance sheet, Unit benefited from stronger oil prices during the first six months of the year. Finally, we increased

our exposure to Flexsteel Industries, a furniture maker that opened its doors in 1929.  They’ve managed  the

downturn well and are well positioned for when their residential, commercial and RV markets rebound.

The departed include Argan Inc., Preferred Bank and WHX Corporation. Argan was a major winner in recent

years and finally reached the price where we considered it fully valued. Perceiving potentially more risk than

return, we gradually exited the position. Preferred Bank and WHX Corp. left the Top 10 list because of price

deterioration. Both have been extremely frustrating but we are doing our best to salvage the positions. Preferred

Bank got a bit heavy on condo construction loans which will continue to have a negative impact until housing

stabilizes. Thankfully they have a strong balance sheet. WHX Corp. is a leveraged industrial conglomerate suf-

fering through one of the worst recessions in decades. Capable management is making progress at turning the

situation around but they are swimming upstream against a poor economy and a debt ridden balance sheet.  

By now you should have received your June 30 statement. As always, should you have any questions or com-

ments about you 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

Expense Example (Unaudited)

As a shareholder of the Pinnacle Value Fund, you incur one type of cost: management fees. This Example is intended 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, Jan. 1, 2009 through June 30, 2009.

Actual Expenses

The first line of the table below provides information about actual account values and actual expenses. You may use the infor-

mation 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 actu-

al 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% hypothetical 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*

January 1, 2009 June 30, 2009 January 1,2009 to June 30, 2009

Actual $1,000.00 $1,054.15 $7.59 

Hypothetical

(5% Annual Return before expenses) $1,000.00 $1,017.41 $7.45

* Expenses are equal to the Fund’s annualized expense ratio of 1.49%, multiplied by the average account value over the period, multiplied by

181/365 (to reflect the one-half year period).
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Dear Fellow Shareholders,

The stock market in the first six months of 2009 was slightly volatile. After plunging 15% in Q1 , the Russell

2000 (our benchmark) rebounded 20.7% in Q2 to end the six months up 2.6%. As you can see from the box

scores below we did slightly better on both an absolute and cash adjusted basis. We ended the period with total

assets of $61.9 million and averaged about 60% invested during the six months. The portfolio has 51 positions

with a weighted average market cap of about $390 million.

Total Return YTD 2009 2008 2007 2006 2005

Pinnacle Value Fund 5.4% (16.9)% 15.4% 13.2% 8.5%      

Russell 2000 2.6 (33.8) (1.5) 18.4 4.6  

S&P 500 3.2% (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 distributions or redemptions of shares held in taxable accounts.)

Through early March, we were putting cash to work on an almost daily basis as many issues of interest were trad-

ing at very compelling valuations. We were fully prepared to continue buying had the market continued its

decline. Soon enough this brief window came to an end and investors, realizing that the economy was no longer

“falling off a cliff”, stepped back in. The depth and speed of the rebound mirrored that of the decline .

This was reinforced by economic news that provided some “glimmers of hope” that “green shoots” of recovery

were starting to appear. Whether they blossom into giant beanstalks remains to be seen.

As a result, bargains disappeared quickly and capital that couldn’t flee the market fast enough early in the year

came roaring back in. Investors didn’t want to miss the next rally. All of this was fueled in part by accomodative

government monetary and fiscal policy which has led some to refer to the recent market rise as the “bailout bub-

ble”. We have no idea whether the rally will continue or not. Our sense is that the market is trading on the basis

of robust expectations about the future and to move higher there must be some evidence that the economy is actu-

ally improving instead of not getting any worse. Indeed, according to Barron’s, at June 30 the S&P Industrial

Index was trading at 25 times earnings, 2.2 times book value and yielded 2.4 %.  Not exactly inexpensive.     

Consequently, we used the recent strength to lighten up on many positions including some that almost doubled in

a three month period. The resulting short term gains were offset by losses generated from the sale of other posi-

tions with less favorable prospects.

The key question is where corporate earnings go from here and what type of P/E multiple will the market assign.

The optimists believe the worst is behind us, the first quarter marked the bottom and recovery is just around the

corner. Monetary and fiscal stimulus programs are starting to work. The pessimists counter that the recent “good”

economic news is simply a matter of rebuilding inventory that was cut to the bone during the last couple quarters.

For the recovery to have legs, consumers must show enough confidence to spend beyond current levels which is

unlikely given their concern about keeping their jobs and homes. Right now, de-leveraging is the order of the day.
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