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Top 10 Equity Holdings
% of

Security Description Net Assets
Google, Inc. - Class A 4.9%
Oracle Corporation 41%
Intuit, Inc. 3.3%
Abbott Laboratories 3.1%
Apple, Inc. 3.1%
Scotts Miracle-Gro Company (The) - Class A 3.1%
Medtronic, Inc. 2.8%
Applied Materials, Inc. 2.8%
Microsoft Corporation 2.8%

International Business Machines Corporation 2.7%
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GKM Growth Fund

Schedule of Investments
January 31, 2009 (Unaudited)

Common Stocks — 107.4% Shares Value
Consumer Discretionary — 3.8%
Household Durables — 1.5%
GarMIN L. oo 20,800 364,624
Specialty Retail — 2.3%
Bed Bath & Beyond, INC.% .......ccoveeviviiriiincicieinee 13,700 318,251
PetSmart, INC. .oovvveeeeiicece e 13,700 257,149
575,400
Consumer Staples — 5.4%
Beverages — 2.6%
Coca-Cola Company (The) ........ccoveeerieernierrieireniennns 7,000 299,040
Fomento Economico Mexicano, S.A.B. de C.V. - ADR .... 12,000 337,800
636,840
Food & Staples Retailing — 0.9%
SYSCO Corporation ..........cceeceirieicieiriciciicieeinines 10,500 234,045
Personal Products — 1.9%
Alberto-Culver Company .........ccovvenienieireeineniennns 19,000 464,740
Health Care — 35.2%
Biotechnology — 3.7%
Celgene Corporation™ .........ccooeveeerneerneeereeirenerenns 2,000 105,900
Genentech, Inc.? ............ 4,900 398,076
Genzyme Corporation® 6,000 413,520
917,496
Health Care Equipment & Supplies — 14.0%
ALCON, INC. oo 4,000 342,560
Baxter International, Inc. .... 11,000 645,150
C.R.Bard, InC. ..ccocvvverennn 3,500 299,495
Conceptus, INC.7 .o 22,500 323,100
Intuitive Surgical, INC.%......c.covveiieiiciriecce 3,000 309,690
Kinetic Concepts, Inc.” .. 10,000 241,000
Medtronic, INC. voeeveiiiieiceeeceec e 21,000 703,290
St. Jude Medical, INC.% ...ovovieviiiiiceeceeeee, 8,000 290,960
Stryker COrporation ...........cccceveceeunniierenercceneenns 7,500 316,800
3,472,045
Health Care Providers & Services — 1.9%
Henry Schein, INC.% .....cocuvieinieicieeecee 12,700 475,361

See accompanying notes to financial statements.
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GKM Growth Fund

Schedule of Investments (Continued)

Common Stocks — 107.4% (Continued) Shares Value
Health Care — 35.2% (Continued)
Life Sciences Tools & Services — 5.4%
Covance, INC.Y ..o 11,400 440,040
Dionex Corporation .........cccccocvvvveiciiniiiniiiiins 9,500 481,080
Pharmaceutical Product Development, Inc. ................ 7,300 174,397
Waters Corporation® ..........c.cccoevvviinininnnininnnnns 7,000 253,190
1,348,707
Pharmaceuticals — 10.2%
Abbott Laboratories ..........coceeieieiieieiiieieeeeieeieeinn 14,000 776,160
Johnson & Johnson 4,600 265,374
Merck & Company, INC. ..c.veuieemieenienieieeeeieins 10,000 285,500
Novartis AG - ADR ....oovooviiiiciicececcceeee e 13,000 536,380
Teva Pharmaceutical Industries Ltd. - ADR.................. 16,000 663,200
2,526,614
Industrials — 7.5%
Air Freight & Logistics — 1.1%
FedEx COrporation ...........ccccovveceeeniieenicicenenceenas 5,300 269,982
Commercial Services & Supplies — 1.8%
Waste Management, INC. ........cccoovvviiiiiiiiiiins 14,700 458,493
Industrial Conglomerates — 1.6%
3M ComPaNY ... 7,300 392,667
Machinery — 1.9%
Pall COrporation ..........ccoeeeeuveeunieunieinienieeeneeenne 18,100 471,867
Road & Rail — 1.1%
Norfolk Southern Corporation ..........ccccoevcucenicenae 7,000 268,520
Information Technology — 48.9%
Communications Equipment — 4.2%
Cisco Systems, INC.7........ccviiiiiiiiiiiccccccces 38,000 568,860
QUALCOMM, INC. vttt 13,700 473,335
1,042,195
Computers & Peripherals — 11.1%
APPIE, INC.Y oo 8,500 766,105
EMC Corporation ..........ccccoviviiiiiiniiniiiiiicns 45,000 496,800
Hewlett-Packard Company ...........ccccococcvniccnncnnae 15,600 542,100
International Business Machines Corporation.............. 7,400 678,210
Stratasys, INC.7 w..covvvieiiiiiciiecec 24,000 257,040
2,740,255

See accompanying notes to financial statements.
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GKM Growth Fund

Schedule of Investments (Continued)

Common Stocks — 107.4% (Continued) Shares Value
Information Technology — 48.9% (Continued)
Electronic Equipment, Instruments & Components — 4.5%
Agilent Technologies, Inc.......... 13,600 | $ 245,888
Flextronics International Ltd.® ... 120,000 313,200
Trimble Navigation Ltd. .......cc.ccccviiinicin 37,800 560,196
1,119,284
Internet Software & Services — 5.2%
Akamai Technologies, INC.% .........cccoovievniicenann 6,000 80,880
Google, Inc. - Class A¥........ccevviivienienieneeeienenn, 3,600 1,218,708
1,299,588
IT Services — 6.0%
Accenture Ltd. - Class A....oeoveiiieiiieecceeceeeee 17,900 564,924
Automatic Data Processing, Inc. .. 14,000 508,620
Paychex, INC. ..o 17,000 412,930
1,486,474
Semiconductors & Semiconductor Equipment — 4.0%
Applied Materials, INC. ..covveeuviciniciicicccen 75,000 702,750
Intel Corporation ............ 13,700 176,730
NVIDIA Corporation® 15,000 119,250
998,730
Software — 13.9%
Adobe Systems, INC.9 ......ovceveniieinieecceee 19,000 366,890
Citrix Systems, INC.7.....ccoviiiiiiiiiiiie, 27,000 568,080
INtUIt, INC. e 36,000 815,400
Microsoft Corporation ..........ccoeevveeeerrnieennencecennns 40,000 684,000
Oracle Corporation™ .........cccceveveeenirierenneecerennenees 60,000 1,009,800
3,444,170
Materials — 6.6%
Chemicals — 6.6%
ECOlab, INC. oo 12,700 431,292
Scotts Miracle-Gro Company (The) - Class A .............. 23,600 760,392
Sigma-Aldrich Corporation............ccccccvicivicinicinnnnns 12,600 454,608
1,646,292

Total Common Stocks (Cost $30,317,304) ....ccevvvvveenennene

See accompanying notes to financial statements.

$ 26,654,389
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Schedule of Investments (Continued)

Money Market Funds — 0.0%

Shares

Value

First American Treasury Obligations Fund -
ClassY, 0.178% ® (Cost $192) .ovvevvivviieieieecveieienne

Total Investments at Value © — 107.4%
(COSt $30,317,496) ..

Liabilities in Excess of Other Assets — (7.4%)................
Total Net Assets — 100.0% .......c.ccoovevevivvervrererieennnnne.

ADR - American Depositary Receipt.

@ Non-income producing security.

192

$ 192

$ 26,654,581

(1,830,869)

§ 24,823,712

® Variable rate security. The rate shown is the 7-day effective yield as of January 31, 2009.

© All securities are pledged as collateral for the Fund’s bank line of credit (Note 4).

See accompanying notes to financial statements.
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GKM Growth Fund

Statement of Assets and Liabilities
January 31, 2009 (Unaudited)

ASSETS

Investments in securities:
AL ACUISTEION COSL....cuuiiiiiiiiicc s
AL VAIUE (NOE T) ettt
Dividends receivable...........ooviiiiiiieecceeeeee e
Receivable for capital shares sold ..
OBNEE @SSELS +..vvvviveeecteeeee ettt ettt ettt er et ene et ere s eneenn
TOAl ASSELS ..ttt

LIABILITIES
Line of credit payable (NOte 4) ......c.ccccvieiiinininirenieeceeeeeaes
Payable for capital shares redeemed ...........ccocoievniiiinicnnccn,
Accrued investment advisory fees (NOte 3) .....c.ooceevniienniccenccenans
Accrued Trustees’ fees
Other lIabilIties .........ovevveeiiieiieere e
Total LIabilities ......cvvvevieerieiieieieeieeece s

NET ASSETS ..o

Net assets consist of:
Paid-in Capital ......ceueveiiiieiricce e
Accumulated net investment 10SS ........oovevvrvrnrrreee
Accumulated net realized losses from security transactions ....................
Net unrealized depreciation on investments

NEE ASSELS ..vviiitiieiie ettt ettt e et et e e etb e e e ba e e sareeeareaenaeaeas

Shares of beneficial interest outstanding (unlimited number of
shares authorized, no par value) ...........cccevvicceniiiinicccces

Net asset value, redemption price and offering price per share (Note 1)......

See accompanying notes to financial statements.

$ 30,317,496
$ 26,654,581
13,906

2,162

193
26,670,842

1,806,250
20,000
14,235

771
5,874
1,847,130

§ 24,823,712
$ 31,888,146
(75,881)
(3,325,638)
(3,662,915)

§ 24,823,712

_ 301472

$ 8.24
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GKM Growth Fund
Statement of Operations

For the Six Months Ended January 31, 2009 (Unaudited)

INVESTMENT INCOME
Dividends (Net of foreign tax of $141) ......ccccovicivniiinniccncc,

EXPENSES
Investment advisory fees (Note 3)
Trustees’ fees (Note 3) .....ccccveveuneen
Interest expense (NOte 4)........cccocvviiiiiiiiiiii e

TOtal EXPENSES ...ttt

NET INVESTMENT LOSS ..ot

REALIZED AND UNREALIZED LOSSES ON INVESTMENTS
Net realized losses from security transactions ..............cccoeevveeevricennnnnn.
Net change in unrealized appreciation/depreciation on investments........

NET REALIZED AND UNREALIZED LOSSES ON INVESTMENTS................

NET DECREASE IN NET ASSETS FROM OPERATIONS..........ccccvveveirinnenee

See accompanying notes to financial statements.

$ 210,741

222,328
1,512
62,782
286,622

(75,881)
(2,849,164)
(11,239,809)

(14,088,973)

$ (14,164,854)
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GKM Growth Fund

Statements of Changes in Net Assets

Six Months

Ended Year
January 31, 2009 Ended
(Unaudited) July 31, 2008
FROM OPERATIONS
Net iNVestMent (0SS ........cvevveveeeeieeee et $ (75,881) | $  (293,089)
Net realized losses from security transactions (2,849,164) (224,506)
Net change in unrealized appreciation/
depreciation on iNVESIMENLS ..........ccveveeeeirereriennnnn. (11,239,809) (7,073,845)
Net decrease in net assets resulting from operations........ (14,164,854) (7,591,440)
DISTRIBUTIONS TO SHAREHOLDERS
From net investment iNCOME .......cc.ccoevveeiiiecieecneeene. — (171,453)
FROM CAPITAL SHARE TRANSACTIONS
Proceeds from shares sold..........ccccoeeeveiieiiiciinne 1,321,256 6,729,472
Net asset value of shares issued in reinvestment
of distributions to shareholders ..............c.cccoevennn.n. — 146,792
Payments for shares redeemed...........ccoceuvveernieerniucnnne. (3,008,548) (7,964,742)
Net decrease in net assets from
capital share transactions ............occeevvverenniceennnns (1,687,292) (1,088,478)
TOTAL DECREASE IN NET ASSETS..........coovevveiiiieeiens (15,852,146) (8,851,371)
NET ASSETS
Beginning of period...........cccvieivniiviinicnieiniees 40,675,858 49,527,229
End of period $ 24,823,712 $ 40,675,858
ACCUMULATED NET INVESTMENT LOSS .........coccv. $ (75,881) | $ —
CAPITAL SHARE ACTIVITY
SOIA e 142,122 473,212
REINVESIE........ocviviviiieiciceeceeceee e — 9,657
Redeemed ........coovieiiieicieeeeeeeeeee e (319,021) (569,300)
Net decrease in shares outstanding ...........cceeeuvieunees (176,899) (86,431)
Shares outstanding, beginning of period ...................... 3,188,371 3,274,802
Shares outstanding, end of period .........c.ccccovceurienane. 3,011,472 3,188,371

See accompanying notes to financial statements.
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GKM Growth Fund
Statement of Cash Flows

For the Six Months Ended January 31, 2009 (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Net decrease in net assets resulting from operations .............ccccccceu.e.

Adjustments to reconcile net decrease in net assets resulting
from operations to net cash used in operating activities:

Net realized loss from security transactions..............cocceevrerceenninns
Unrealized depreciation on investments ...........cccccccoeviiininincnnnee.

Decrease in dividend receivable

Purchase of investment SECUNItIES .........c.coovvevevvereereieeeeeeeeeeeeeeneas
Proceeds from sale of investment SeCUrities. ............covvvvevveevveienenens

Proceeds from sale of short-term investments, net...

Decrease in other liabilities...........cooeerniiinieeceee
Decrease in accrued investment advisory fees ..........cccccovireeennenes

Increase in accrued Trustees’ fees ..........covvvveeveeerenenenn.

NET CASH PROVIDED BY OPERATING ACTIVITIES ..................

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in line of credit payable.......c.cccccovenieinieniviniienee

Decrease in receivable for capital shares sold.........
Increase in payable for capital shares redeemed .....
Payment for shares redeemed ..........cccoccevveuvieuninnen.

NET CASH USED IN FINANCING ACTIVITIES

NET CHANGE IN CASH

Cash, beginning of period...........ccccccvevenienienienieececees
Cash, end of PEriod........ccoveueeiriiiiiieeecce e

See accompanying notes to financial statements.

$ (14,164,854)

2,849,164
11,239,809
5,058
(2,837,452)
6,797,574
72
(10,190)
(20,787)
1,512
3,859,906

(2,192,860)
246
20,000

(1,687,292)

(3,859,906)
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GKM Growth Fund
Financial Highlights

Per Share Data and Ratios for a Share Outstanding Throughout Each Period

Six Months
Ended Years Ended

January 31,
2009 July31, | July31, | July31, | July31, July 31,

(Unaudited)| 2008 2007 2006 2005 2004

Net asset value at beginning of period ... | § 1276 [§ 1512 [§ 1269 |§ 1258 [§ 11.03 |§ 978

Income (loss) from investment operations:

Net investment income (I085) .......... (0.03) (0.09) 0.0 (0.06) (0.03) (0.05)
Net realized and unrealized gains
(losses) on investments ... (449) (222) 2.38 0.17 1.58 1.30

Total from investment operations ........ (452) (231) 244 0.1 1.55 1.25
Less distributions from:

Net investment iNCOME ......ccvuvveres — (0.05) (0.01) — — —
Net asset value at end of period ... $§ 82418 1276 |$ 1512 |$ 1269 |§ 1258 [$  11.03
Total return (3542% 1 (15.32%) | 19.24% 0.87% 14.05% 12.78%
Net assets at end of period (000’ ... $ 24824 1S 40676 |$ 49527 |$ 38,687 [§ 35808 |§ 22,652
Ratio of expenses to average net assets .... 1.81%°  1.83% 1.41% 141% 1.41% 1.42%
Ratio of expenses to average net assets

excluding borrowing costs ............. T41%%  1.41% 1.41% 1.41% 1.41% 1.42%
Ratio of net investment income (loss)

t0 average Net aSsets .......ewvvvvesvnees (0.48% ) (0.63% ) 045% | (047%)] (028%)| (0.56%)
Portolio tUMOVer rate.......v.evererersees 8%" 9% 3% 12% 1% 8%

@ Not annualized.
® Annualized.

See accompanying notes to financial statements.
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GKM Growth Fund

Notes to Financial Statements
January 31, 2009 (Unaudited)

1. Organization and Significant Accounting Policies

The GKM Growth Fund (the "Fund") is a diversified series of The GKM Funds (the “Trust”), an
open-end management investment company established under the laws of Ohio by an
Agreement and Declaration of Trust dated October 2, 2001. The public offering of shares of the
Fund commenced on December 28, 2001. The Fund had no operations prior to the public
offering of shares except for the initial issuance of shares.

The investment objective of the Fund is long-term capital appreciation.

Securities valuation — Equity securities of the Fund generally are valued by using market
quotations, but may be valued on the basis of prices furnished by a pricing service when the
Adviser believes such prices accurately reflect the fair market value of such securities. Securities
that are traded on any stock exchange are generally valued at the last quoted sale price. Lacking
a last sale price, an exchange traded security is generally valued at its last bid price. Securities
traded on NASDAQ are valued at the NASDAQ Official Closing Price. When market quotations
are not readily available, when the Adviser determines that the market quotation or the price
provided by the pricing service does not accurately reflect the current market value or when
restricted securities are being valued, such securities are valued as determined in good faith by
the Adviser, in conformity with guidelines adopted by and subject to review of the Board of
Trustees of the Trust.

The Financial Accounting Standards Board’s (“FASB”) Statement on Financial Accounting
Standards No. 157 “Fair Value Measurements” establishes a single authoritative definition of fair
value, sets out a framework for measuring fair value and requires additional disclosures about
fair value measurements.

Various inputs are used in determining the value of the Fund’s investments. These inputs are
summarized in the three broad levels listed below:

e Level 1 — quoted prices in active markets for identical securities
e Level 2 - other significant observable inputs
e Level 3 - significant unobservable inputs

The inputs or methodology used for valuing securities are not necessarily an indication of the
risk associated with investing in those securities.

As of January 31, 2009, all of the inputs used to value the Fund’s investments were Level 1.

Share valuation — The net asset value of the Fund’s shares is calculated at the close of trading on
the New York Stock Exchange (normally 4:00 p.m., Eastern time) on each day that the Trust is
open for business. The net asset value is calculated by dividing the value of the Fund’s total
assets, minus liabilities, by the total number of shares outstanding. The offering price and
redemption price per share are equal to the net asset value per share.

11
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GKM Growth Fund
Notes to Financial Statements (Continued)

Security transactions and investment income — Security transactions are accounted for on trade
date. Gains and losses on securities sold are determined on a specific identification basis.
Dividend income is recorded on the ex-dividend date. Interest income is accrued as earned.
Withholding taxes on foreign dividends have been provided for in accordance with the Fund’s
understanding of the applicable country’s tax rules and rates.

Distributions to shareholders — Dividends arising from net investment income and net capital
gains, if any, are declared and paid annually in December. The amount of distributions from
net investment income and net realized gains are determined in accordance with income tax
regulations which may differ from accounting principles generally accepted in the United States
of America. The tax character of distributions paid during the year ended July 31, 2008 was
ordinary income. There were no distributions during the six months ended January 31, 2009.

Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America 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 date of the financial statements and the reported amounts
of income and expenses during the reporting period. Actual results could differ from those
estimates.

Federal income tax — It is the Fund’s policy to comply with the special provisions of Subchapter
M of the Internal Revenue Code applicable to regulated investment companies. As provided
therein, in any fiscal year in which the Fund so qualifies and distributes at least 90% of its
taxable net income, the Fund (but not its shareholders) will be relieved of federal income tax on
the income distributed. Accordingly, no provisions for income taxes have been made.

In order to avoid imposition of the excise tax applicable to regulated investment companies, it
is also the Fund’s intention to declare as dividends in each calendar year at least 98% of its net
investment income (earned during the calendar year) and 98% of its net realized capital gains
(earned during the twelve months ended October 31) plus undistributed amounts from prior
years.

The following information is computed on a tax basis for each item as of January 31, 2009:

Cost of portfolio INVEStMENtS........c.cccoviieiriiiciriricce e $ 30,317,496

Gross unrealized appreciation ...........ccceovveeeniceeninieenceeneeenene $ 3,009,057

Gross unrealized depreciation ............cccccvceeniccieininicerceece, (6,671,972)
Net unrealized depreciation ..o $ (3,662,915)
Capital loss carryforwards (252,538)
POSE-OCtODEE TOSSES......cevvieveeiceieeeeeceeeeee et (223,936)
Oher TOSSES ...ttt ettt et (2,925,045)
Total accumulated defiCit .....ocvoveovieeieieiceeeeeeeeeeee e $ (7,064,434)

12
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GKM Growth Fund
Notes to Financial Statements (Continued)

As of July 31, 2008, the Fund had capital loss carryforwards of $252,538, of which $97,687
expires July 31, 2012, $149,434 expires July 31, 2013, $4,847 expires July 31, 2014 and $570
expires July 31, 2016. In addition, the Fund had net realized losses of $223,936 during the
period November 1, 2007 through July 31, 2008, which are treated for federal income tax
purposes as arising during the Fund’s tax year ending July 31, 2009. These capital loss
carryforwards and “post-October” losses may be utilized in the current and future years to offset
net realized capital gains, if any, prior to distributing such gains to shareholders.

FASB’s Interpretation No. 48 (“FIN 48”) “Accounting for Uncertainty in Income Taxes” provides
guidance for how uncertain tax positions should be recognized, measured, presented and
disclosed in the financial statements. FIN 48 requires the evaluation of tax positions taken in the
course of preparing the Fund’s tax returns to determine whether the tax positions are “more-
likely-than-not” of being sustained by the applicable tax authority. Tax positions not deemed to
meet the “more-likely-than-not” threshold would be recorded as a tax benefit or expense in the
current year. As required by FIN 48, management has analyzed the Fund’s tax positions taken
on Federal income tax returns for all open tax years (tax years ended July 31, 2006 through July
31, 2008) and has concluded that no provision for income tax is required in these financial
statements.

2. Investment Transactions

During the six months ended January 31, 2009, cost of purchases and proceeds from sales of
investment securities, other than short-term investments, amounted to $2,837,452 and
$6,797,574, respectively.

3. Transactions with Affiliates

A Trustee and certain officers of the Trust are affiliated with GKM Advisers, LLC (the “Adviser”)
or with Ultimus Fund Solutions, LLC (“Ultimus”), the Fund’s administrator, transfer agent and
fund accounting agent.

Under the terms of the Management Agreement between the Trust and the Adviser, the Adviser
serves as the investment adviser to the Fund. For its services, the Fund pays the Adviser an
investment management fee at the annual rate of 1.40% of the Fund’s average daily net assets.

The Adviser pays all of the operating expenses of the Fund except brokerage, taxes, borrowing
costs, fees and expenses of non-interested person Trustees, extraordinary expenses and
distribution and/or service related expenses incurred pursuant to Rule 12b-1 under the
Investment Company Act of 1940 (if any).

The Trust has entered into mutual fund services agreements with Ultimus, pursuant to which
Ultimus provides day-to-day operational services to the Fund including, but not limited to,
accounting, administrative, transfer agent, dividend disbursing, and recordkeeping services. The
fees payable to Ultimus are paid by the Adviser (not the Fund).

13
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GKM Growth Fund
Notes to Financial Statements (Continued)

The Trust and the Adviser have entered into a Distribution Agreement with Ultimus Fund
Distributors, LLC (the “Distributor”), pursuant to which the Distributor provides distribution
services to the Fund and serves as principal underwriter to the Fund. The Distributor is a wholly-
owned subsidiary of Ultimus. The fees payable to the Distributor are paid by the Adviser (not
the Fund).

During the six months ended January 31, 2009, the Fund paid commissions of $6,244 to
Samuels Chase & Co., Inc., a broker-dealer affiliated with the Adviser, to execute portfolio
transactions.

The Fund pays each Trustee who is not affiliated with the Adviser $1,000 annually. Trustees who
are affiliated with the Adviser do not receive compensation from the Fund.

4. Bank Line of Credit

The Fund has a secured bank line of credit that provides a maximum borrowing of up to
$7,600,000. The line of credit may be used to cover redemptions or it may be used by the
Adviser for investment purposes. When used for investment purposes, the Fund will be using
the investment technique of “leverage.” Please see the Fund’s current prospectus for detailed
information on the investment strategies and associated risks involved with the use of leverage
by the Fund. Borrowings under this arrangement bear interest at a rate per annum equal to the
Prime Rate minus 0.25% at the time of borrowing. In addition, the line of credit matures on
December 15, 2009. During the six months ended January 31, 2009, the Fund incurred $62,782
of interest expense related to borrowings. The average debt outstanding and the average interest
rate during the six months ended January 31, 2009 were $2,919,230 and 4.27%, respectively.
The largest outstanding borrowing during the six months ended January 31, 2009 was
$4,845,510. As of January 31, 2009, the Fund had outstanding borrowings of $1,806,250. All
of the Fund’s securities are pledged as collateral for the Fund’s bank line of credit.

5. Contingencies and Commitments

The Fund indemnifies the Trust’s officers and Trustees for certain liabilities that might arise from
their performance of their duties to the Fund. Additionally, in the normal course of business the
Fund enters into contracts that contain a variety of representations and warranties and which
provide general indemnifications. The Fund’s maximum exposure under these arrangements is
unknown, as this would involve future claims that may be made against the Fund that have not
yet occurred. However, based on experience, the Fund expects the risk of loss to be remote.

6. Subsequent Event

The Adviser has agreed to be purchased by First Western Financial, Inc. (“First Western”). It is
anticipated that this transaction will close on April 10, 2009. Shareholders of the Fund will be
sent proxy materials asking them to approve a new management agreement with First Western
Investment Management, Inc. (“FWIM”), a wholly owned subsidiary of First Western. FWIM is
a Securities and Exchange Commission registered investment advisory firm.

14
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GKM Growth Fund
About Your Fund’s Expenses (Unaudited)

We believe it is important for you to understand the impact of costs on your investment. As a
shareholder of the Fund, you incur ongoing costs, including management fees and other
operating expenses. The following examples are 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.

A mutual fund’s ongoing costs are expressed as a percentage of its average net assets. This figure
is known as the expense ratio. The examples below are based on an investment of $1,000 made
at the beginning of the period shown and held for the entire period (August 1, 2008 — January
31, 2009).

The table below illustrates the Fund’s costs in two ways:

Actual fund return — This section helps you to estimate the actual expenses that you paid over
the period. The “Ending Account Value” shown is derived from the Fund’s actual return, and the
third column shows the dollar amount of operating expenses that would have been paid by an
investor who started with $1,000 in the Fund. You may use the information here, together with
the amount you invested, to estimate the expenses that you paid over the period.

To do so, 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 given for the Fund under the
heading “Expenses Paid During Period.”

Hypothetical 5% return — This section is intended to help you compare the Fund’s costs with
those of other mutual funds. It assumes that the Fund had an annual return of 5% before
expenses during the period shown, but that the expense ratio is unchanged. In this case,

because the return used is not the Fund’s actual return, the results do not apply to your
investment. The example is useful in making comparisons because the Securities and Exchange
Commission requires all mutual funds to calculate expenses based on a 5% return before
expenses. You can assess the Fund’s costs by comparing this hypothetical example with the
hypothetical examples that appear in shareholder reports of other funds.

Note that expenses shown in the table are meant to highlight and help you compare ongoing
costs only. The Fund does not impose any sales loads or redemption fees.

The calculations assume no shares were bought or sold during the period. Your actual costs may
have been higher or lower, depending on the amount of your investment and the timing of any
purchases or redemptions.

More information about the Fund’s expenses, including annual expense ratios for the prior five
fiscal years, can be found in this report. For additional information on operating expenses and
other shareholder costs, please refer to the Fund’s prospectus.
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About Your Fund’s Expenses (Unaudited) (Continued)

Beginning Ending
Account Value Account Value  Expenses Paid
August 1, 2008 January 31,2009  During Period*
Based on Actual Fund Return ........ccoooenvevveeees $1,000.00 $ 645.80 $7.51
Based on Hypothetical 5% Return
(DEfOre EXPENSES)....vvvvvvrcrresiverrrrrccrescinins $1,000.00 $1,016.08 $9.20

* Expenses are equal to the Fund’s annualized expense ratio of 1.81% for the period, multiplied by the average
account value over the period, multiplied by 184/365 (to reflect the one-half year period).

Other Information (Unaudited)

A description of the policies and procedures that the Fund uses to vote proxies relating to
portfolio securities is available without charge upon request by calling toll-free 1-888-GKM-
9518, or on the Securities and Exchange Commission’s (“SEC”) website at http:/www.sec.gov.
Information regarding how the Fund voted proxies relating to portfolio securities during the most
recent 12-month period ended June 30 is available without charge upon request by calling toll-
free 1-888-GKM-9518, or on the SEC’s website at http:/www.sec.gov.

The Trust files a complete listing of portfolio holdings of the Fund with the SEC as of the end of
the first and third quarters of each fiscal year on Form N-Q. The filings are available upon
request by calling 1-888-GKM-9518. Furthermore, you may obtain a copy of the filings on the
SEC’s website at http:/www.sec.gov. The Trust’s Forms N-Q may also be reviewed and copied
at the SEC’s Public Reference Room in Washington, DC, and information on the operation of the
Public Reference Room may be obtained by calling 1-800-SEC-0330.
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GKM Growth Fund

Approval of Investment Management
Ajreement (Unaudited)

The Board of Trustees, including the Independent Trustees voting separately, have reviewed and
approved the continuance of the Fund’s Management Agreement (the “Agreement”) with the
Adviser. Approval took place at an in-person meeting held on September 23, 2008, at which all
of the Trustees were present.

The Trustees were advised by independent counsel of their fiduciary obligations in approving the
Agreement and the Trustees requested such information from the Adviser as they deemed
reasonably necessary to evaluate the terms of the Agreement and whether the Agreement
continues to be in the best interests of the Fund and its shareholders. The Trustees reviewed: (i)
the nature, extent and quality of the services provided by the Adviser; (ii) the investment
performance of the Fund; (iii) the costs of the services provided and the profits realized by the
Adviser from its relationship with the Fund; (iv) the extent to which economies of scale would
be realized as the Fund grows; and (v) whether fee levels reflect these economies of scale for the
benefit of the Fund’s shareholders. The Trustees reviewed the background, qualifications,
education and experience of the Adviser’s investment and operational personnel. The Trustees
also discussed and considered the quality of administrative and other services provided to the
Trust, the Adviser’s compliance program, and the Adviser’s role in coordinating such services and
programs. The Independent Trustees were advised by experienced independent counsel
throughout the process. Prior to voting, the Independent Trustees reviewed the proposed
continuance of the Agreement with management and also met in a private session with counsel
at which no representatives of the Adviser were present.

Nature, extent and quality of services

The Trustees considered the responsibilities of the Adviser under the Agreement, noting that the
Adviser is responsible for providing the Fund with investment research and advice, and
determining the securities to be purchased and sold in accordance with the investment objective
and policies of the Fund. The Trustees reviewed biographical information on each of the
Adviser’s key personnel from its investment management and compliance teams. Members of
the Adviser’s investment management and compliance teams’ backgrounds and experience in
the financial industry were reviewed. The Trustees also considered the Adviser’s compliance
procedures and its commitment to compliance.

The Trustees considered the Adviser’s responsibilities with regards to brokerage selection.
Because the Adviser directed all of the Fund’s brokerage to an affiliated broker-dealer, the
Trustees considered and discussed the benefits accruing to the Adviser from this relationship.
The Trustees also considered that the Adviser does not participate in any “soft dollar”
arrangements.
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GKM Growth Fund

Approval of Investment Management
Ajreement (Unaudited) (Continued)

Investment Results

The Trustees reviewed information regarding the Fund’s historical performance as compared to
the S&P 500 Index and to other relevant indices and averages. The Trustees observed that the
Fund underperformed the average and median performance of large growth funds (the peer
group assigned by Morningstar) for the one year, three year and five year periods ended June 30,
2008. It was noted by the Trustees that, from the date of inception through August 31, 2008, the
Fund outperformed the S&P 500 Index, its primary benchmark. The Trustees discussed the
market environment for large-cap growth stocks since the Fund’s inception, noting that, during
the majority of this time, large-cap growth has been out of favor with investors. The Trustees
further noted that three of the best performing areas of the market (i.e. energy, utilities and
commodity-related stocks) during a majority of the time since the Fund’s inception were not held
by the Fund due to the Adviser’s belief that these sectors do not typically represent long-term
“growth” opportunities. The Trustees also considered and reviewed the Fund’s absolute
performance and noted the Fund’s low portfolio turnover ratio in achieving this performance.
The Trustees considered the Fund’s portfolio turnover rate and noted that a low portfolio turnover
rate generally means that a fund has incurred less transaction costs than other funds with higher
rates of portfolio turnover. The Trustees further noted that higher transaction costs may reduce
performance and potentially increase the tax burden of fund investors. It was pointed out to the
Trustees that the highest annual portfolio turnover ratio for the Fund since its inception was 12%,
as compared to the average equity fund that has a portfolio turnover ratio of approximately
100%. The Trustees took into account the tax efficiency of the Fund, noting that the Fund has
paid only two distributions of net investment income since inception.

The Trustees reviewed the Fund’s Morningstar ratings, noting that the Fund is currently rated
three stars overall and for the five year period and two stars for the three year period.

Advisory fees and total expenses

In reviewing the advisory fee and total expense ratio of the Fund, the Trustees were provided
with comparative expense and advisory fee information for equity funds classified by
Morningstar as large growth funds. The Trustees considered the Fund’s unique fee arrangement
in which the Adviser is responsible for paying most of the Fund’s ordinary operating expenses
out of its resources, noting that comparisons with the Fund’s overall expense ratio may be more
relevant than comparisons of advisory fees only. The Trustees specifically noted that the Fund’s
total expense ratio (1.41% excluding borrowing costs in the most recent fiscal year), while
higher than the average of all funds classified by Morningstar as large growth (1.35%), is less
than the average expense ratio of such funds having less than $100 million in assets (1.47%).
The Trustees further noted that many of the funds having less than $100 million in net assets were
members of a larger fund complex which would benefit from economies of scale that would
lower their expense ratios.
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Approval of Investment Management
Ajreement (Unaudited) (Continued)

The Trustees also reviewed information regarding the advisory fees paid by institutional and
other private clients of the Adviser with similar investment mandates. They noted, however, that
there were significant investment, operational and regulatory differences between advising a
mutual fund and institutional or private clients.

The Trustees reviewed a recent balance sheet of the Adviser and a statement of the Adviser’s
revenues and expenses with respect to the Agreement over the past four fiscal years. The Trustees
noted that the Adviser’s analysis indicated that, after a reasonable allocation of the Adviser’s
overall operating expenses, the Adviser incurred an operating loss of more than $300,000 with
respect to the Agreement during the fiscal year ended July 31, 2008. The Trustees further noted
that the Adviser’s analysis indicated that the Adviser also incurred significant operating losses for
the three previous fiscal years.

Ancillary benefits

The Trustees considered the ancillary benefits that the Adviser may receive with regard to
providing these services to the Fund and concluded that, in light of the amounts involved, these
factors are only secondary factors in connection with the evaluation of the reasonableness of the
advisory fees paid by the Fund.

Economies of Scale

The Trustees considered economies of scale, noting that at the present time the Fund has not
realized any significant economies of scale. The Board observed that if the Fund grows in assets,
this factor will become more relevant to their consideration process.

Conclusion

Based on their review, including their consideration of each of the factors referred to above, the
Independent Trustees concluded that: (i) based on the historical performance of the Fund, and
in particular the long-term performance record of the Fund, consistent application of the Fund’s
investment strategies despite market sentiment, as well as the other services provided under the
Agreement, such as the selection of broker-dealers for executing portfolio transactions,
monitoring adherence to the Fund’s investment restrictions, and overseeing the activities of the
Fund’s other service providers, they believe that the Adviser has provided high quality services
to the Fund as compared to similarly managed funds; (ii) the Fund’s overall expense ratio of
1.41% (excluding borrowing costs) is slightly less than the average for comparably managed
funds with assets of $100 million or less; and (iii) comparisons between the advisory fees
payable to the Adviser with other comparably managed funds and to the other non-investment
company accounts managed by the Adviser are not particularly meaningful due to the Adviser’s
commitment to the Fund to pay most of its ordinary operating expenses out of its own resources.
The Independent Trustees also considered economies of scale, deciding that at the present time
it would not be relevant to consider the extent to which economies of scale would be realized
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Approval of Investment Management
Ajreement (Unaudited) (Continued)

as the Fund grows and whether fee levels reflect these economies of scale. The Independent
Trustees did note that if the Fund grows significantly in assets it may become necessary for the
Adviser to consider adding fee breakpoints to the Agreement. The Independent Trustees also
considered the “fallout benefits” to, and the profitability of, the Adviser but, given the amounts
involved, viewed these as secondary factors in connection with the evaluation of the
reasonableness of the advisory fees paid by the Fund.

No single factor was considered in isolation or to be determinative to the decision of the Trustees
to approve continuance of the Agreement. Rather, the Trustees concluded, in light of a weighing
and balancing of all factors considered, that it would be in the best interests of the Fund and its
shareholders to renew the Agreement for an additional annual period.
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