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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Trustees of
Pearl Mutual Funds
Muscatine, 1A

We have audited the accompanying statements of net assets of Pearl Mutual Funds, including Pearl Total
Return Fund and Pearl Aggressive Growth Fund (collectively, the “Funds”), as of December 31, 2009,
and the related statements of operations for the year then ended, the statements of changes in net assets
for each of the two years in the period ended December 31, 2009, and financial highlights for each of the
periods presented ended December 31, 2009. These financial statements and financial highlights are the
responsibility of the Funds’ 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 the 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 material
misstatement. The Funds are not required to have, nor were we engaged to perform, audits of their
internal control over financial reporting. Our audit included consideration of intemal 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 Funds’ internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. Our procedures included confirmation of securities owned as of
December 31, 2009, by correspondence with the custodian. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such financial statements and financial highlights present fairly, in all material respects,
the financial position of the Funds at December 31, 2009, and the results of their operations, changes in
their net assets, and their financial highlights for the periods presented in conformity with accounting
principles generally accepted in the United States of America.

February 26, 2010

Member of
Deloitte Touche Tohmatsu



PEARL TOTAL RETURN FUND
STATEMENT OF NET ASSETS

December 31, 2009

ASSETS:

INVESTMENTS in mutual funds,
all common stocks of unaffiliated issuers:

Equity mutual funds:

Artisan International Small Cap Fund, Investor Class........................
Fairholme FUNG........oooeeie e e e

John Hancock Balanced Fund, Class I.........c..eceeviiiiiiiiiiceeeeeeeeeen,
John Hancock Large Cap Equity Fund, Class I..........ccccceviiiiieennen.
Matthews Asia Pacific FUNd .........coouueiiiiiee e
Matthews Asian Growth and Income Fund............cccoooiiiiiiiiieiennennen.
Oakmark International Fund, Class l..........cccoooiiiiiiiiieeiiiieeeeeceee e
T. Rowe Price International Stock Fund .............cooiiiiiiiiiee,
T. Rowe Price New America Growth Fund..............coeeiiiiiiiiiieinieenes
Thornburg Global Opportunities Fund, Class | ..........cccccoviiieenee..
Weitz Partners 11l Opportunity Fund.............occooiiiiiiiieeeeeeen,

TOTAL EQUITY MUTUAL FUNDS (cost $66,615,007,
including reinvested dividends)................ccocoeiinenne.

Income mutual funds:
PIMCO Total Return Fund, Institutional Class (cost $2,237,151,
including reinvested dividends)...........c..ooooiiiiiiii

TOTAL INCOME MUTUAL FUNDS ..............occ.

Money market mutual funds:
Vanguard Money Market Prime Fund (cost $797,472, including
reinvested dividends) ...........ooiiiiiii

TOTAL MONEY MARKET FUNDS ........cccciiiiennnes

TOTAL INVESTMENTS (cost $69,649,630, including
reinvested dividends) .........ccviiiiiiiii e

Cash through custodian bank ............c..cooiiiiii
Receivable for Fund shares sold ............oooooimeieeeiiiieieeeee e
ACCIUEA INTEIESE ... e

TOTAL ASSETS
LIABILITIES:

Dividend payable ...........cooiciiiiiiiee e
Payable for shares redeemed ...........cccoviiiiiiiiiiiii e,
Investment manager's fees payable (Note 5) .......ccccvvvvveeeieiicciiienenenn,
Payable to manager for expenses of Fund (Note 5) .........cccccvvveveeennnn.
Other abiIlIIES .....c.ooueiiiiieee e

TOTAL LIABILITIES

NET ASSETS, applicable to 7,851,345 outstanding shares of
beneficial interest (no par value); unlimited shares authorized ..............

NET ASSET VALUE -- OFFERING AND
REDEMPTION PRICE PER SHARE ..o

NET ASSETS CONSIST OF:
Capital .....covvveiiiiii
Accumulated net realized 10SSES ..........ceeiiiiiiiiiiiiiii
Net unrealized appreciation in value of investments ..............cccccveeen,

TOTAL NET ASSETS

% of
Shares net Market
owned assets value

707,611 15.67% 12,312,434
356,953 13.67% 10,740,722
81,048 1.45% 1,138,719
260,451 7.88% 6,188,318
385,272 7.01% 5,505,534
482,993 9.69% 7,616,806
743,309 15.92% 12,517,324
201,567 3.23% 2,539,740
290,055 10.35% 8,130,251
148,994 2.56% 2,008,436
715,595 7.97% 6,261,458
95.40% 74,959,742

216,874 2.98% 2,342,242
2.98% 2,342,242

797,472 1.01% 797,472
1.01% 797,472

99.39% 78,099,456

0.66% 515,776

0.00% 0

0.00% 13

100.05% 78,615,245

0.03% 21,460

0.02% 12,246

0.00% 0

0.00% 0

0.00% 4

0.05% 33,710

100.00% $78,581,535

$10.01

$99,369,474
(29,237,765)

8,449,826

$78,581,535

See notes to financial statements.
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PEARL TOTAL RETURN FUND
STATEMENT OF OPERATIONS

INVESTMENT INCOME:

Income:
Dividends, ordinary iNCOME. ... ... oottt e
Interest on bank account

TOTAL INVESTMENT INCOME. ...,

Expenses (Note 5):

Investment management and

administrative services fees (NOt€ 5)........cccoiiiiiiiii e,
ASSOCIAIONS. ...t
AUAIOTS fEES. .. e
Chief Compliance Officer compensation ..............ccooviiiiiiiiiiiiiice e,
Chief Compliance Officer EXPeNnSES .......oviuiiiiii i
CUSIOdIAN fEES. .. e
Data PrOCESSING. .. ettt
Trustees' fees (NOTE 7)......oririri e
Registration fEeS........o.iuii
T TS0 = g o

TOTAL EXPENSES BEFORE REIMBURSEMENT..............cocoiiiiees

Expenses reimbursed by investment manager (Note 5)...............ccooiiiiinnn
TOTAL EXPENSES..... .o,
NET INVESTMENT INCOME ...

NET REALIZED AND UNREALIZED GAINS (LOSSES) ON INVESTMENTS:

Net realized losses on investments (securities of unaffiliated issuers) ................
Change in net unrealized appreciation of investments .......................cooi
NET REALIZED AND UNREALIZED GAINS ON INVESTMENTS...................

NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS...............

See notes to financial statements.
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Year Ended
December 31, 2009

$1,250,376
5,942

1,256,318

562,529
6,792
48,188
24,154
429
7,208
20,171
73,220
32,067
23,718
65,848
4,975
14,972

884,271
(202,689)

681,582

574,736

(12,934,273)

29,148,823

16,214,550

$16,789,286




PEARL TOTAL RETURN FUND
STATEMENT OF CHANGES IN NET ASSETS

Year Ended Year Ended
INCREASE (DECREASE) IN NET ASSETS: December 31, 2009 December 31, 2008
FROM OPERATIONS:
Net iINVestMeNnt iINCOME ........o.iii e, $574,736 $1,087,638
Net realized losses on investments. ... (12,934,273) (16,303,492)
Change in net unrealized appreciation (depreciation) of investments........ 29,148,823 (29,561,706)
NET INCREASE (DECREASE) IN NET ASSETS RESULTING
FROM OPERATIONS. ...t 16,789,286 (44,777,560)
FROM DIVIDENDS TO SHAREHOLDERS (Note 8):
Dividends from net investmentincome..............c.coviiiiiiiiiiii (574,736) (1,087,638)
Dividends from net realized gains. ..., 0 0
TOTAL DIVIDENDS ..ot e e e aeeaas (574,736) (1,087,638)
FROM CAPITAL SHARES TRANSACTIONS (2009 and 2008 respectively
Proceeds received for shares sold (140,788 and 337,740 shares)............ 1,229,916 3,934,527
Net asset value of shares (55,272 and 129,123 shares) issued
in reinvestment of dividends. ..o 553,272 1,032,980
Paid on redemption of shares (673,387 and 1,279,768 shares),
including exchanges into Pearl Aggressive Growth Fund..................... (6,017,848) (13,704,461)
DECREASE IN NET ASSETS FROM CAPITAL
SHARES TRANSACTIONS:
(net decrease of 477,327 and decrease of 812,905 shares)........ (4,234,660) (8,736,954)
TOTAL INCREASE (DECREASE) INNET ASSETS.....ciiiiiiiiiiiiieieeee, 11,979,890 (54,602,152)
NET ASSETS:
Beginning of period. ... . ..o 66,601,645 121,203,797
End of period (including accumulated net investment
income, $0 and $0, at December 31, 2009 and 2008 respectively) ........ $78,581,535 $66,601,645

See notes to financial statements.
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PEARL AGGRESSIVE GROWTH FUND

STATEMENT OF NET ASSETS
December 31, 2009

ASSETS:

INVESTMENTS in mutual funds,
all common stocks of unaffiliated issuers:

Equity mutual funds:
Fidelity Leveraged Company Stock Fund.............ccocoeiiiiiiniiieniiiecece
Janus Overseas FuNd, Class T......ccooooiiiiiiiiiiiieeeeece e,
Kinetics Small Cap Opportunities Fund, Institutional Class..........................
Lazard Emerging Markets Equity Fund, Institutional Class..........................
Matthews Pacific Tiger FUNG...........ccuiiiiiiiiiie e,
US Global Investors Eastern European Fund.............ccoovveeeiiiiiiiiiiiiiiieeee,
William Blair Small Cap Growth Fund, CIass l.........ccccccoeeeeiiiiiiiiiieeeeeeeeeeeeee

TOTAL EQUITY MUTUAL FUNDS (cost $39,145,288, including
reinvested dividends)............cooiiiiiiiii

Money market mutual fund:
Vanguard Money Market Prime Fund (cost $9,790, including
reinvested dividends)..........c..ouiuiiii i

TOTAL MONEY MARKET FUNDS ...,

TOTAL INVESTMENTS (cost $39,155,078, including
reinvested diVIdENdS) ....cooove i

Cash through custodian bank ...
Receivable for Fund shares sold ..........ccooviiiiiiiii i
YN eT ol (U= To T (Y =) A

TOTAL ASSETS ...
LIABILITIES:

Dividend payable ... s
Payable for shares redeemed. ...
Investment manager's fees payable (NOt€ 5) ....coovveeiiiiiiiii e,
Payable to manager for expenses of Fund (Note 5) ...
Other Iabilities ... . ..o e

TOTAL LIABILITIES. ...t

NET ASSETS, applicable to 3,822,277 outstanding shares of
beneficial interest (no par value); unlimited shares authorized .............c.cccccvee.

NET ASSET VALUE -- OFFERING AND
REDEMPTION PRICE PER SHARE .........cccomiiirinenneeen e

NET ASSETS CONSIST OF:
Capital ... e ————-
Accumulated net realized I0SSES ........ouvuiiiiiiiiii e

Net unrealized appreciation in value of investments .....................ni
TOTAL NET ASSETS ...,

See notes to financial statements.
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% of
Shares net Market
owned assets value
279,932 15.48% 6,416,051
112,447 11.53% 4,779,014
254,738 12.84% 5,324,025
353,268 15.35% 6,362,361
432,893 20.08% 8,324,526
612,336 13.46% 5,578,379
217,927 10.85% 4,498,019
99.59% 41,282,375
9,790 0.02% 9,790
0.02% 9,790
99.61% 41,292,165
0.39% 162,984
0.00% 0
0.00% 9
100.00% 41,455,158
0.00% 0
0.00% 0
0.00% 0
0.00% 0
0.00% 0
0.00% 0
100.00% $41,455,158
$10.85
$54,165,379
(14,847,308)
2,137,087
$41,455,158




PEARL AGGRESSIVE GROWTH FUND
STATEMENT OF OPERATIONS

Year Ended
December 31, 2009
INVESTMENT LOSS:
Income:
Dividends, ordinary iNCOME.........oiuiiii e e e een $297,366
Interest on bank aCCOUNT ... ..ot e 1,130
TOTAL INVESTMENT INCOME......oiiiiiie e, 298,496

Expenses (Note 5):
Investment management and

administrative services fees (NOt€ 5)........ccoiiiiiiiiiiii e 283,697
ASSOCIALIONS. ..t 2,846
AUIIOIS fEES. it 22,704
Chief Compliance Officer compensation...............covoviiiiiiiiiiii e, 11,596
Chief Compliance Officer EXPeNSES........ccviuiiiiii i 212
CUSIOAIAN fEES. .. i 3,442
Data PrOCESSING. .. et e 9,324
Trustees' fees (NOTE 7). ..o e, 34,780
RegIStration fEES. ... ..o 24,591
T TS0 = g o= T PP 11,282
LAl fEES. . et 32,209
==Y ] o TP 2,418
OB . e 7,707

TOTAL EXPENSES BEFORE REIMBURSEMENT.........cooiiiiiiiien, 446,808
Expenses reimbursed by investment manager (Note 5)............c.cooiiiiiiiinn, (118,969)
TOTAL EXPENSES. ... 327,839

NET INVESTMENT LOSS .. ..ot (29,343)

NET REALIZED AND UNREALIZED GAINS (LOSSES) ON INVESTMENTS:

Net realized losses on investments (securities of unaffiliated issuers) . (13,691,636)
Change in net unrealized appreciation of investments ..................... 28,031,947
NET REALIZED AND UNREALIZED GAINS ON INVESTMENTS............c.vvvvennn. 14,340,311
NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS.................... $14,310,968

See notes to financial statements.
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PEARL AGGRESSIVE GROWTH FUND
STATEMENTS OF CHANGES IN NET ASSETS

Year Ended Year Ended
INCREASE (DECREASE) IN NET ASSETS: December 31, 2009 December 31, 2008
FROM OPERATIONS:
Net investment iNCome (I0SS).........cc.ouiiiiiniiiii e, ($29,343) $223,113
Net realized losses oninvestments..............cooiiiiiiiiii e (13,691,636) (1,155,672)
Change in net unrealized appreciation (depreciation) of investments......... 28,031,947 (35,424,691)
NET INCREASE (DECREASE) IN NET ASSETS RESULTING
FROM OPERATIONS. ... 14,310,968 (36,357,250)
FROM DIVIDENDS TO SHAREHOLDERS (Note 8):
Dividends from net investmentincome...............ccoooii 0 (223,113)
Dividends from net realized gains............cooiiiiiiiiiiiiii e 0 0
TOTAL DIVIDENDS ..., 0 (223,113)
FROM CAPITAL SHARES TRANSACTIONS (2009 and 2008 respectively)
Proceeds received for shares sold (130,008 and 382,510 shares)............ 1,118,155 4,905,339
Net asset value of shares (0 and 30,359 shares) issued
in reinvestment of dividends. ... 0 213,425
Paid on redemption of shares (814,508 and 432,972 shares),
including exchanges into Pearl Total Return Fund.......................... (5,653,636) (4,803,220)
INCREASE (DECREASE) IN NET ASSETS FROM CAPITAL
SHARES TRANSACTIONS:
(net decrease of 684,500 and decrease of 20,103 shares).......... (4,535,481) 315,544
TOTAL INCREASE (DECREASE) IN NET ASSETS......ccoiiiiiiiiiiiieee, 9,775,487 (36,264,819)
NET ASSETS:
Beginning of Period .........cooiiiiii 31,679,671 67,944,490
End of period (including accumulated net investment loss,
$0 and $0, at December 31, 2009 and 2008 respectively) .................... $41,455,158 $31,679,671

See notes to financial statements.
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PEARL TOTAL RETURN FUND and
PEARL AGGRESSIVE GROWTH FUND
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2009 AND 2008

ORGANIZATION. Pearl Total Return Fund (PTRF) and Pearl Aggressive Growth Fund (PAGF)
(collectively, the “Funds”) are each a series of Pearl Mutual Funds, a Massachusetts business trust (the
“Trust”) registered under the Investment Company Act of 1940, and are diversified, no-load, open-end
management investment companies (mutual funds).

The Funds’ investments are limited to: (1) shares of mutual funds (open-end funds) that the Funds can
buy no-load (with no applicable sales load or redemption fee); (2) shares of “low-load” mutual funds
(open-end funds) that the Funds can buy with a sales load or redemption fee that together do not
exceed 2% of the purchase price (however, the Funds expect that substantially all of their investments
in mutual funds will be on a no-load basis); and (3) cash and cash equivalents.

SIGNIFICANT ACCOUNTING POLICIES. The following is a summary of significant accounting policies
consistently followed by the Funds in the preparation of their financial statements. The policies are in
conformity with accounting principles generally accepted in the United States of America. 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 amounts of income and expenses during the reporting period.
Actual results could differ from those estimates. (a) Investments in shares of other mutual funds are
valued at the net asset value as reported by each mutual fund as of 4:00 p.m. Eastern (U.S.) on days
the New York Stock Exchange is open. (b) Securities transactions are accounted for on the trade date.
(c) Dividend income and the Funds' dividends to their shareholders are recorded on the ex-dividend
date. (d) Gains or losses on sales of investments and unrealized appreciation or depreciation of
investments are determined on the basis of average cost. The Funds have assessed subsequent
events through February 26, 2010, the date the financial statements were issued.

INCOME TAXES. ltis the Funds’ policy to comply with the special provisions of the Internal Revenue
Code applicable to regulated investment companies and to make all necessary distributions of net
investment income and realized gains so that the Funds will not be required to pay any federal or state
income taxes. Therefore, the Funds make no provision for income taxes.

As of December 31, 2009, PTRF had a total capital loss carry-forward in the amount of $29,237,765
available to offset future capital gains. There was a $16,303,492 capital loss carry-forward in 2008 that
may be used to offset future capital gains through December 31, 2016. There was an additional capital
loss carry-forward in the amount of $12,934,273 in 2009 that may be used to offset future capital gains
through December 31, 2017. At December 31, 2009, PTRF had no post-October capital losses.

For Federal tax purposes PTRF’s cost was $69,649,630, including the amounts of all reinvested
dividends, as of December 31, 2009; the aggregate gross unrealized appreciation was $10,060,215;
and the aggregate gross unrealized depreciation was ($1,610,389); resulting in net unrealized
appreciation of $8,449,826. PTRF has no undistributed ordinary income or capital gains (short-term or
long-term) at December 31, 2009. There is a total of $29,237,765 in accumulated net realized capital
losses at December 31, 2009.

As of December 31, 2009, PAGF had a capital loss carry-forward in the amount of $14,785,158
available to offset future capital gains. There was a $1,155,673 capital loss carry-forward in 2008 that
may be used to offset future capital gains through December 31, 2016. There was an additional capital
loss carry-forward in the amount of $13,629,485 in 2009 that may be used to offset future capital gains
through December 31, 2017. At December 31, 2009, PAGF had post-October capital losses of
$62,151.

For Federal tax purposes PAGF’s cost was $39,155,078, including the amounts of all reinvested
dividends, as of December 31, 2009; the aggregate gross unrealized appreciation was $4,386,478; and
the aggregate gross unrealized depreciation was ($2,249,391); resulting in net unrealized appreciation
of $2,137,087. PAGF has no undistributed ordinary income or capital gains (short-term or long-term) at
December 31, 2009. There is a total of $14,847,308 in accumulated net realized capital losses at
December 31, 2009. At December 31, 2009, a reclassification was recorded to decrease paid-in capital
by $29,343. This adjustment is attributable to the reclassification of accumulated net investment loss.
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The Funds file U.S. and lowa tax returns. No tax returns are currently under examination. The statute
of limitations on the Funds' tax returns remains open for the years ended December 31, 2006 through
December 31, 2009. The Funds have no material uncertain tax positions and have not recorded a
liability for unrecognized tax benefits at December 31, 2009. The Funds recognized no interest or
penalties related to uncertain tax positions in 2009.

INVESTMENT TRANSACTIONS. PTRF's costs of purchases and proceeds of sales of investment
securities (excluding money market mutual funds) were $53,214,615 and $48,708,323, respectively, for
2009. Purchases include reinvestments of dividends.

PAGF's costs of purchases and proceeds of sales of investment securities (excluding money market
mutual funds) were $18,961,691 and $23,367,904, respectively, for 2009. Purchases include
reinvestments of dividends.

INVESTMENT MANAGER; EXPENSES. Pearl Management Company (the “Manager”) has supervisory
responsibility for the general management and investment of the Funds’ assets, including the decisions
to buy and sell securities. The Manager provides personnel and office space for the Funds and pays all
expenses of marketing the Funds’ shares. The Manager's combined fees are at the annual rate of
0.86% of each Fund’s average net assets up to $30,000,000 (computed at the beginning of each
month); 0.77% of each Fund’s net assets in excess of $30,000,000 and up to $100,000,000; and 0.53%
of each Fund'’s net assets in excess of $100,000,000.

The Funds’ expenses are limited by contract with the Manager. Through December 31, 2009, each
Fund’s total operating expenses in any year (including the Manager’s fees but excluding interest, taxes,
expenses for purchase or sale of investments, and extraordinary expenses) could not exceed 0.98% of
the Fund’s average net assets up to $100,000,000 (computed at the beginning of each month) and
0.78% of the Fund’s average net assets in excess of $100,000,000. The Manager pays or reimburses
all the Funds’ operating expenses beyond this limit.

For 2009 expenses totaling $202,689 were reimbursed by the Manager beyond the expense limit for
PTRF. Under the expense reimbursement agreement with PTRF, at December 31, 2009 the Manager
may recoup a net total of $734,029 of reimbursed expenses from PTRF in the future, subject to the
annual expense limit and a five year period in which the Manager has the right to recover such
reimbursed expenses. The net total expenses that may be recouped by the Manager for the past five
years are: $153,719 for 2005, $130,815 for 2006, $100,501 for 2007, $146,305 for 2008, and
$202,689 for 2009.

For 2009 expenses totaling $118,969 were reimbursed by the Manager beyond the expense limit for
PAGF. Under the expense reimbursement agreement with PAGF, at December 31, 2009 the Manager
may recoup a net total of $455,842 of reimbursed expenses from PAGF in the future, subject to the
annual expense limit and a five year period in which the Manager has the right to recover such
reimbursed expenses. The net total expenses that may be recouped by the Manager for the past five
years are: $81,868 for 2005, $79,553 for 2006, $76,425 for 2007, $99,027 for 2008, and $118,969 for
20009.

Effective January 1, 2010, the Funds’ Board of Trustees approved an increase to the expense limit of
both Funds to 1.20% of each Fund’s average net assets. It is important to note that Pearl Management
Company is reducing its administrative services fee by 5 basis points, or 0.05%, to help keep Fund
expenses down. The Manager can recoup the expenses listed above only if total expenses are below
the expense limit through December 31, 2009.

OWNERSHIP OF FUND SHARES. The Manager and its shareholders, plus the Trustees, Officers, and
employees of Pearl Mutual Funds and of the Manager, as a group owned 5.48% of PTRF's outstanding
shares, with a net asset value of $4,302,559, as of December 31, 2009.

The Manager and its shareholders, plus the Trustees, Officers, and employees of Pearl Mutual Funds
and of the Manager, as a group owned 7.73% of PAGF's outstanding shares, with a net asset value of
$3,207,244, as of December 31, 2009.

COMPENSATION. The Officers and two Trustees (Robert H. Solt and David M. Stanley) of the Funds
are also Officers of the Manager; they are paid by the Manager and receive no compensation from the
Funds. The Funds' five Trustees who are not affiliated with the Manager are John W. Axel, Douglas B.
Coder, Dr. David N. DeJong, David L. Evans, and Dr. James P. Stein. The Trustees received fees from
the Funds of $108,000 for 2009 and $120,500 for 2008.
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DIVIDENDS. On January 29, 2010, PTRF paid an income dividend of $.0737 per share from 2009 net
investment income to shareholders of record on December 31, 2009. On January 31, 2009, PTRF paid
an income dividend of $.1326 per share from 2008 net investment income to shareholders of record on
December 31, 2008. For shareholders reinvesting dividends, each reinvestment date was the same as
the record date.

For 2009, PAGF paid no income dividend as PAGF had a net investment loss. On January 31, 2009,
PAGF paid an income dividend of $.0498 per share from 2008 net investment income to shareholders
of record on December 31, 2008. For shareholders reinvesting dividends, each reinvestment date was
the same as the record date.

FAIR VALUE MEASUREMENTS. The Funds adopted Accounting Standards Codification (“ASC”) 820,
Fair Value Measurements and Disclosures, (formerly Financial Accounting Standards Board Statement
of Financial Accounting Standards No. 157, Fair Value Measurements), effective January 1, 2008. In
accordance with ASC 820, fair value is defined as the price that the Funds would receive upon selling
an investment in a timely transaction to an independent buyer in the principal or most advantageous
market of the investment. ASC 820 established a three-tier hierarchy to maximize the use of the
observable market data and minimize the use of unobservable inputs and to establish classification of
the fair value measurements for disclosure purposes. Inputs refer broadly to the assumptions that
market participants would use in pricing the asset or liability, including the technique or pricing model
used to measure fair value and the risk inherent in the inputs to the valuation technique. Inputs may be
observable or unobservable. Observable inputs are inputs that reflect the assumptions market
participants would use in pricing the asset or liability, developed based on market data obtained from
sources independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting
entity's own assumptions about the assumptions market participants would use in pricing the asset or
liability, developed based on the best information available in the circumstances.

The three-tier hierarchy of inputs is summarized in the three broad Levels listed below:

. Level 1 - quoted prices in active markets for identical investments

. Level 2 - other significant observable inputs (including quoted prices for similar investments,
interest rates, prepayment speeds, credit risks, etc.)

. Level 3 - significant unobservable inputs (including the Fund's own assumptions in determining
the fair value of investments)

The valuation techniques used by the Funds to measure fair value during the twelve months ended
December 31, 2009 maximized the use of observable inputs and minimized the use of unobservable
inputs.

The following is a summary of the inputs used as of December 31, 2009 in valuing the Funds’
investments carried at fair value:

VALUATION INPUTS PTRF PAGF

Level 1 - Quoted Prices (A) $78,099,456 $41,292,165

Level 2 - Other Significant Observable Inputs -- --

Level 3 - Significant Unobservable Inputs -- --
TOTAL $78,099,456 $41,292,165

(A) See Statements of Net Assets for further description of the Funds’ investments at December 31,
2009.
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www.pearlfunds.com
E-mail: info@pearlfunds.com

pEARL®..oo.’

2610 Park Avenue PO Box 209 Muscatine I1A 52761
866-747-9030 (toll-free) or 563-288-2773
Fax: 563-288-4101
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